EoquiLiBRIUM 20

Quarterly Journal of Economics and Economic Policy

Volume 13 Issue 3 September 2018 R
p-ISSN 1689-765X, e-ISSN 2353-3293
www.economic-policy.pl Criatee’

ORIGINAL PAPER

Citation: Hudakova, M., & Dvorsky, J. (2018). Assessing thsks and their sources in
dependence on the rate of implementing the riskag@ment process in the SMEgjuilib-
rium. Quarterly Journal of Economics and Economioli®, 13(3), 543-567. doi:
10.24136/eq.2018.027

Contact to corresponding author: maria.hudakova@ibda.sk; University of Zilina, Facul-
ty of Security Engineering, Department of Crisisidgement, Univerzitna 8215/1, Zilina,
Slovakia.

Received: 9 May 2018; Revised: 19 July 2018; Ataép2 August 2018

Méria Hudédkova
University of Zilina, Slovakia

Jan Dvorsky
Tomas Bata University in Zlin, Czech Republic

Assessing the risks and their sources in dependenae the rate
of implementing the risk management process in thEMEs

JEL Classification: M21; G32; L52; L26

Keywords: risk, risk source; risk management; risk assessp@ntll and medium-sized
enterprise (SME)

Abstract

Research background:The managers have a key position in process of geanent risk.
The managers are able to implement the risk managiepnocess in the companies with an
emphasis on preventing the company crises usinggpeopriate methods and tools for the
early identification of the changes if the entremnerial environment develops negatively.
Does a manager have enough knowledge and awaranessthe potential risk sources in
company?

Purpose of the article: The essence of this article is to assess the sowfcthe market,
economic, financial, operational, HR, security deglal risk depending on the rate of im-
plementing the risk management process in the smdlimedium-sized enterprises (SMESs).
Methods: We realized the risk assessment process on the dlevaluations by 487 man-
agers who gave their opinions to selected risksthail sources in the SMEs in Slovakia.
Subsequently, we utilized the methods and toolthefmathematical statistics (descriptive
statistics, comparison, Z-score for 2 populatioopprtions, Chi-squared test for 5 x 2 con-
tingency table).
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Findings & Value added: The strongest dependence perceived by the SMEpeetreurs
lies between the development of the tax and ingeréirdens as the source of the econom-
ic risk and the criterion of the “level of the riskanagement in the company”. The overall
results of the empirical research underline thai@ance and importance of dealing with
the assessment of the key risks and their sourcései Slovak SMEs. The results having
been processed are the basic material for the gmiofeal public and other organizations
whose effort is to help the companies in an effiectinplementation of the risk management
process in the Slovak enterprises.

Introduction

The current dynamic changes of the entrepreneenaronment, many
failures and bankruptcies of the renowned compaaiesvell as the global
financial crisis, have significantly changed thewiof the risk management
in the companies all over the world. More and mooepanies, and not
only the large ones, begin to realise the needimpdrtance of the risk
management (Hudakova & Luskova, 2016; Melugzimal, 2017; 2018a;
2018b). The managers are under an increased pgessdrhave to make
important decisions to ensure prosperity, finanstability, and competi-
tiveness in the conditions of uncertainty and (&garwal & Ansell, 2016).
The studies published abroa@lgbal risk management surye3018;The
American Institute of CPA®017;Enterprise risk management initiative
2017) document thpositive influences of the risk managemamtmaking
decisions in the environment of the risks, on thality of the information
provided, on increasing the company value, on émguts competitive-
ness, on achieving constant improvements and orpitieention in the
framework of ensuring a continuous operation ofghterprise. Significant
global investors have a similar opinion, and sagythave no aversion
against the risk, but they feel aversion towardgrises and, therefore,
require a larger transparency of the companiesearaing the risk man-
agement (Bogodistov & Wohlgemuth, 2017; Cettainal, 2017). They
are sure that the reliable risk management ensemes negative surprises,
a larger financial stability of the companies ahgrovides opportunities to
achieve profits. According to the aforementionedestigations, the com-
panies worldwide attemptGlobal risk management suryef018; The
American Institute of CPA2017;Global Management Accountant - Glob-
al State of Enterprise Risk Oversigl2017) to implement the risk man-
agement to the planning and decision-making prodessthey systemati-
cally consider the possible risks when making dees They link the risk
strategy with the company strategic planning aridrin the top manage-
ment about the most serious risks.
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Due to implementing the risk management in the comgs mentioned
in this article this problem area is very acute and highbcessarylts so-
lution will bring a significant benefit in the ared increasing the perfor-
mance efficiency and competitiveness of the entaprin the framework
of the dynamic changes of the external and inteamalironment. The
knowledge of the key risks and implementation @&f tisk management in
the companies is also an opportunity to increasgérformance efficiency
or to achieve costs savings. Investments in ptexewill bring savings of
the financial costs compared with the expensesdtving the subsequenc-
es of the negative events. Therefore, it is necgdsamprove the aware-
ness and to inform the managers about managing niskhe enterprises
worldwide, and in Slovakia as well (Siet al, 2016; Hudakovét al,
2017). It is important for company managers to e & identify the most
serious risks, to create a space for discussiotigamplement the whole
risk management system in the companies with arhasip on preventing
the company crises (Bracheital, 2017).

The aim of this article is to assess the sourcebeofmarket, economic,
financial, operational, HR, security and legal risldependence on the rate
of implementing the risk management process irst&s.

Empirical research was realized through questioanai base 487 of
managers in the business environment of Slovakia. data set was col-
lected in the year 2018. The statistical hypothegm® verified using Chi-
square tests and Z-score.

The paper is structured as follows. Section 2 lyrietroduces the risk
management process, the importance managers ofacoesp Section 3
introduces literature review of the key risks ahditt sources in business
environment. Section 4 describes the empirical gwazlnd, i.e. aim of the
article, methodology of data collection, formulatatistical hypotheses and
methods. Section 5 presents and discusses theamgimportant empirical
results. Section 6 compares the findings of theepayth the findings of
other authors. Section 7 proposes a new methoddlugg steps) of man-
agement risk process. In the concussion, the ligfitesearch and the fu-
ture research of authors are presented.

Literature review
An integrated approach to risk management acrdseoaipany depart-
ments (processes) is becoming a global trend iratba of the risk man-

agement implementation (Fraser & Simkins, 2016;eGat al, 2012). It
increases the successfulness of the risk managaméme enterprise, the
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number of correct decisions, but it also increalBesprobability of achiev-

ing the company goals. The research results obwarmglobal organisations,

e.g. the US institution ERM (Enterprise Risk Managat) Initiative NC in

collaboration with the Chartered Global Managem&otountant publish

a report about the global situation and contrahefrisk management from

the point of view of the trends and opportunitiesifmprovements (Enter-

prise risk management initiative, 2017). The remdrthe Global State of

Enterprise Risk Oversight declares the results taboa current state of

implementing the risk management in the SMEs glgbahe results con-

firm an increased interest in the risk managemeithé SMEs and a posi-
tive perception of the risk management as a wagflfencing the strategic
success of the enterprise. The companies worldfade similar risks,

however, the perception of the risk on individuahtinents is different, e.qg.

(Global Management Accountant — Global State of fpnise Risk Over-

sight 2017;Enterprise risk management initiative017):

— Approximately one-third of the companies in Europsia, Australia,
Africa and the Middle East believe their comparsk rmanagement is
implemented appropriately, compared to America RitPro.

— Approximately 60% of the companies in Europe, Asiastralia, Africa
and the Middle East are able to describe their @yppisk manage-
ment from the point of view of the process, comgae America with
only 29%.

— Less than 30% of the enterprises worldwide thingythvill acquire
a competitive advantage through implementing tts rmanagement
process.

- In 70% of the companies in Europe, Asia, Austraifica and the
Middle East the top management has the duty tokctierrisks, com-
pared to America with only 46%.

— Only 20% of the enterprises have implemented ttegmated approach
to the company risk management.

— 80% of the companies do not invest in traininghafit managers in the
area of the risk management.

Another global trend in the area of the risk mamaget (Global risk
management survey, 2018) is the fact that the compacentralise the
tasks and processes of the risk management intdepertment and create
special teams of managers from individual departsn@rhose goal is to
manage the risks. The research of The Americaitutestof CPAs shows
the companies consider the centralised departnagtshe main risk man-
agers to be a value added for the strategic desigibhe American Insti-
tute of CPAs, 2017).
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In spite of the fact that the interest of the comes in implementing the
risk management increases and the benefit of #kemmanagement is visi-
ble, there are still shortages in introducing tisk management processes.
This can be proved by the results of internatichadlies, e.g. Report on the
Current State of Enterprise Risk Oversight: UpdateTrends and Oppor-
tunities (2015) worked out by the US institution MREnterprise Risk
Management) Initiative NC, in collaboration withethmerican institution
CPAs (Certified Public Accountants). The key firgBrof this study are as
follows (Enterprise risk management initiativ@017;Global risk manage-
ment survey2018). The state of the company risk management:

— 59% of the companies think the extent and comm@oiaéss of the risks
have changed significantly during last five yedisis is valid for com-
panies of all sizes and types.

— Only 25% of the companies believe they have implaat the risk
management system. This result does not differ ftmriast year result,
and it indicates that no significant changes reigarthe system func-
tionality were realised.

— Only 23% of the enterprise say their risk managdrimeplementation is
effective and at a sufficient level.

- 58% of the companies claim the risk managementgsois not consid-
ered a strategic tool which provides any competiidvantage.

— 45% of the enterprises have created a special reareag team that
deals with the risk management in the whole compary meets once
per quarter.

- 42% of the companies believe that the implemematiothe risk man-
agement is an important competitive tool in furtbesgress of the en-
terprise.

- 42% of the companies believe there are not sufficiesources of the
enterprise determined for the company risk managesystem.

- 60% of the companies do not provide any trainind eonsultancy in
the risk management area.

Other global investigations realised e.g. by theRFEA organisation
(European Risk and Insurance Report) confirm tihaspite of the fact the
company risk management is not a new discipline,dirrent risk man-
agement models are not flexible enough to take actmunt the dynamics
of the market (FERMA, 2017). The barriers that hamihe companies to
manage the risks effectively concern the problefriseinformation avail-
ability necessary for assessing and managing 8ks.riThey are missing
support in the process of the early risk identtfma and the company top
management do not provide sufficient training ansedtancy in the area of
the risk management.
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There are various institutions for supporting thmplementation of the
risk management in practice in many countries. iThbjective is to dis-
seminate the information about the risk manageraedtto improve the
risk management’s position in the enterprises, mvide support during
educational and research projects, to support diséi@n of the risk man-
ager and to enforce this position in the companldge most important
organisation of this kind is the Federation of Fagan Risk Management
Associations — FERMA with the seat in Brussels. M&Rassociates 20
European countries; however, Slovakia has not edténis organisation
yet. Other institutions are, e.g. Institute of RiMdknagement (IRM), Enter-
prise Risk Management Academy, Enterprise Risk ameent Imitative
NC State University, The Risk Management Assoamtihiladelphia, etc.
(FERMA, 2017).

Based on the information acquired from the gloln@kstigations, we
can say the situation in the field of the risk ngeraent implementation in
the area of Eastern Europe, in the Czech RepuhticSéovakia, is not posi-
tive.

According to several authors, dealing with thisaatiee companies are
missing an overall framework of the risk managemehich is not suffi-
ciently linked and works without any connectioniwihe company strate-
gy. It faces problems of defining the contentsirigkesponsibilities for the
risks, and the stating of the criteria are alsosmg— i.e. the tolerance of
the risk, the insufficient orientation on identiig the root causes of the
risks, etc. The financial crisis of 2008—-2009 asmligreat interest in the
risk management in the Slovak enterprises, andgitiened the position
and tasks of managing the risks by the financiatagars, however, not to
such an extent as in other European countries (kdwdd& Luskova,
2016).

The companies in the Czech Republic and Slovakitdnarerecognise
exactly the risks and opportunities of the process® their real target key
risk indicators. According to several experts whe dealing with this area
(Hudékovéet al, 2017; Havkeet al, 2016; Sireet al, 2016; Cepeét al,
2018), the managers implement a dangerous tendefnap exaggerated
confidence that all problems, when they appeat,heilsolved on time and
without any big losses. In some enterprises, tble management is only
part of emergencies and unexpected events. A pegsiison for this can
be the fact the companies utilise the risk manageno® late, at the mo-
ment when the problems arise and then they solectimsequences and
not the prevention. This situation is caused esfigddy the approach of
the managers to the risks, underestimating the aaynpisks, missing
knowledge and practical experience with implementime risk manage-
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ment process. We can find various methodologicatguiures for assessing
and managing the risks for the key company arepda.hazardous opera-
tions or the financial risk management, etc. inv8kia (Hudakovéet al.,
2017). However, the managers are missing pradtis&ductions on how to
implement the risk management process effectivlly.it has been al-
ready mentionedthere is no organisation or association which ldiou
directly help the companies with implementing thgk rmanagement in
Slovakia. In Slovakia, we have recently not realisay research which
would cover the whole country and provide relev@aia about the current
state of the risk management in the enterprises.

Research methodology

The objective of this article is to identify the staserious risks and their
sources based on the realised research in the 8MHesvakia. To analyse

and evaluate the risks based on the criteria “lef/éte risk management in
the company” and “the level of providing space diigcussions about the
key company risks” using selected methods and tobothe mathematical

statistics. The processed results will show theoitgmce and needs of the
managers to identify the most serious risks arichdement the risk man-

agement process in the SMEs with an emphasis orothpany crises.

The authors consider the market (Zimon, 20dffstoufek, 2018), eco-
nomic (Carret al, 2017), financial (Kljgnikov et al, 2017), operational
(McNulty & Akhigbe, 2017), personnel (Kozlowet al, 2016), security
(Mayadunne & Park, 2016) and legal risks (Li & Map2015; Jones &
Lubinski, 2012) to be the most important risks whiegatively affect the
entrepreneurial environment. The authors thinkehare differences be-
tween entrepreneurs in perceiving the intensitthefselected risk sources.

The authors selected research criteria (K):

— K1: our company deals with the risk management — ¥l no

(K12);

— K2: our company creates a space for discussing therigky — yes

(K21), no (K22).

The research criterion K1 was created for detedtiegimplementation
state of the risk management in the company. Theareh criterion K2
was created for detecting whether the company gesvany space for dis-
cussing the key risks.

The entrepreneurs could give their opinion to ikl sources which af-
fect the company intensively — a very low intengifythe risk source (V1
— Likert scale); a low intensity of the risk sourd&); a medium intensity
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of the risk source (V3); a high intensity of thekrisource (V4) and a very

high intensity of the risk source (V5). The souréesuses) of the selected

risks are for:

— The market risk (R1)osing the customers (11); strong competition in
the line of business (R12); stagnation of the mafRé&3); unreliability
of the suppliers (R14);

— The economic risk (R2Hevelopment of the tax and insurance burden
(R21); weak availability of the financial resourdgsans, foundations)
(R22), development of the interest rates (R23)wgrg prices of all
types of energy (R24);

— The financial risk (R3)insufficient company profit (R31); indebtedness
of the company (high share of the foreign capia}2); unpaid receiv-
ables (R33); inability to pay obligations (insolegh (R34);

— The operational risks (R4)insufficient utilisation of the production
capacities (R41); obsolete production facilitieglZR low rate of inno-
vations (R43); increasing amount of claims (R44);

— The HR risks (R5)high fluctuation rate of the employees (R51); fasu
ficient qualification of the employees (R52); egarf the employees
(industrial injuries) (R53); decrease of the wogkimorale and disci-
pline (R54);

— The safety risks (R6)xaccidents and external threats (floods, fire, ...
(R61); misusing information (R62); low protectiomc€upational health
and safety at work) (R63); criminal offences agaipsoperty laws
(R64);

— The legal risks (R7)ow enforcement of the law (R71); frequent chang-
es of the legal regulations (R72); low independesfdie courts (R73);
a long time period until the lawsuit is solved (R74
To fulfill the main task of the article, we formida the following statis-

tical hypotheses:

H1_A: The unreliability of the suppliers is the most impot source of the
market risk. H1_B: There are statistically signéitt differences in evaluat-
ing the market risk sources between selected grofigntrepreneurs ac-
cording to the criteria.

H2_A: The development of the interest rates is the nmogbiitant source
of the economic risk. H2_B: There are statisticallynificant differences in
evaluating the economic risk sources between selegptoups of entrepre-
neurs according to the criteria.
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H3_A: The insufficient company profit is the most important source of the
financial risk. H3_B: There are statistically significant differences in eval-
uating the financial risk sources between selected groups of entrepreneurs
according to the criteria.

H4 _A: The low rate of innovations is the most important source of the op-
erational risk. H4_B: There are statistically significant differences in eval-
uating the operational risk sources between selected groups of entrepre-
neurs according to the criteria.

H5_A: The insufficient qualification of the employees is the most important
source of the HRrisk. H5_B: There are statistically significant differences
in evaluating the HR risk sources between selected groups of entrepreneurs
according to the criteria.

H6_A: The criminal offences against property laws is the most important
source of the safety risk. H6_B: There are statistically significant differ-
ences in evaluating the safety risk sources between selected groups of en-
trepreneurs according to the criteria.

H7_A: The low enforcement of the law is the most important source of the
legal risk. H7_B: There are statistically significant differences in evaluat-
ing the legal risk sources between selected groups of entrepreneurs accord-
ing to the criteria.

Through the method of random selection (using théhematical func-
tion “Randbetween”), we chose 1,500 companies ftoenCRIBIS data-
base (database of companies, organisations, afensgloyed persons) of
the Slovak Republic. In the framework of the VEGjpct, we addressed
SMEs through an e-mail. Subsequently, the entrepmsnwere contacted
by phone and asked to fill in a questionnaire. Ghestionnaire was created
and made available to the respondents in an efgctform to the follow-
ing line: https://docs.google.com/forms/d/e/1FAIEY2PF20p0a522vR
ww20Tya_6JMx71nHF8Ilj4-fBVH4AM87FuA/viewform?usp=shk. The
guestionnaire included 26 questions aimed at etiaty#he selected risks
and their sources by the entrepreneurs. The questiere to be considered
to be of key importance. The data collection wasi@a out from Septem-
ber 2017 to January 2018. The successfulness ikalcadevel of 32.4%
(487/1,500). Altogether 13 questions (50% of thedgjwnnaire) were as-
sessed for creating this article.
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To fulfill the main goal of this article and to dwuate the statistical hy-
potheses in the first step we utilised the toolghef descriptive statistics
(tables, description characteristics — absolute ratative frequency). De-
scriptive characteristics are needed to calculaseate. To determine the
descriptive statistics of the selected risk soua@sording to the selected
criteria we utilized the simple classification medh(Belaset al., 2018), the
classification method according to the statistgighs. During assessing the
basic respondent structure, we aimed at the reldtequency. Another
utilised method was the dependence between thetajivaly possible
statistical signs (contingency table, contingemagrisity). The intensity of
contingency was measured by using the Pearson@&n@ency Coefficient
— its basis is the quadratic contingency. The ReassContingency Coef-
ficient (p-value) achieves the value of 0 when bsitins are independent
(Mirkin, 2001; Tsaiet al., 2008). When the dependence is complete, it is
close to 1 (Lancaster & Hamdan, 1964). The afor¢imeed Pearson’s
Contingency Coefficient was utilised for making d&mns about the statis-
tical significance of the respondents accordinth&ocriterion selected. The
boundary between accepting and rejecting the statishypothesis was
stated by the level of significance a p-value 650(Godfrey, 2005). When
the calculated p-value was lower than the levesighificance 0.05, then
the structure of the entrepreneurs” evaluations sigsificant. For as-
sessing the Z-score parameters we utilised thdygvaf the standardised
normal classification (Balcaen & Ooghe, 2006; Altrreh al., 2017). The
conditions for realising the Z-test (normal distitilon of the statistical sign
and a large extent of the selection file) wereilfad. The calculations were
carried out by the freely available software SP&8isics (Lazanyet al.,
2017).

The entrepreneurs from the Slovak business envieohwere chosen
on the basis of demographic characteristics (getger, education) and the
companies on the basis of selected criteria (regiamber of employees,
a line of business, how many years they have bemg dusiness).

The structure of the entrepreneurs” characterigtizsfilled in the ques-
tionnaire was as follows: male businessmen — 38306); female entre-
preneurs — 162 (33.2%); the age up to 30 years 208%); from 31 to
50 years — 269 (55.2%); over 50 years — 119 (24.5P®) achieved edu-
cation — secondary school without the school-legviexam — 58
(11.9%); secondary school with the school-leavirgne — 257 (52.8%);
university graduates — 172 (35.3%).
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The selected characteristics of the companies:

- the region where the entrepreneur is doing busities<Zilina region —
315 (64.7%); another region in Slovakia — 142 (383

— the number of employees: a micro-company (to 10leyeps) — 315
(64.5%); a small company (to 50 employees) — 1156®); a medi-
um-sized company (to 250 employees) — 58 (11.9%);

— the line of business: trade — 118 (24.2%); serviee86 (17.7%); in-
dustry — 72 (14.8%), building industry — 59 (12.1%hptering —
lodging 42 (8.6%), transport — providing informatie- 31 (6.4%) and
lines of business — 79 (16.2%);

- how long the entrepreneurs have been doing busimesse than 10
years — 250 (51.3%), from 5 to 10 years — 126 @j,9rom 1 to 5
years — 93 (19.1%) and shorter than 1 year — I84R.

Results

The entrepreneurs were to choose three key righs ¢bnsider to be the
key ones for their business. The following figused Fig. 1) shows the
absolute frequency of entrepreneurs who choseiskas one of three key
risks.

The achieved results (see Fig. 1) of the empiriesg¢arch for determin-
ing the importance of the significance for the SMBsginning with the
most important risk): the market risk 69.8% (340/48- the total number
of respondents), the financial risk 58.1% (283/48We economic risk
53.0% (258/487), the HR risk 30.6% (149/487), therational risk 25.1%
(122/487), the legal risk 20% (97/487) and the dgcwand safety risk
16.1% (78/487).

The criteria assessment by the entrepreneurs: Kdureompany deals
with the risk management: yes — (K11) 254 businessifb2.2%), no
(K12) 233 businessmen (47.8); K2 — our company tegea space for
discussing the key risks — yes (K21) 274 business(§6.3%), no (K22)
213 businessmen (43.7%).

The following tables 1, 2, 3, 4, 5, 6 and 7 sumawthe results of the
analysis and the assessment of the key risks” e®(titse market, econom-
ic, financial, operational, HR, security and safety legal ones) according
to the selected criteria. The authors considanjtdrtant to investigate the
differences in the values of the risk sources —ahswers bring a high
intensity of the risk source (V4) and a very higtensity of the risk source
(V5).
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The most significant source of the market risk ($aéle 1) is strong
competition in the line of business (the answerst5) (233 entrepre-
neurs).

The next items of the market risk source are: pdime customers
(228); unreliability of the suppliers (94) and stagon of the market (91).
We reject the hypothesis H1_A. There are no sizdit significant differ-
ences in evaluating the market risk sources aaegridi the criteria (com-
pany deals with the risk management and creatpaaedor discussing the
key risks) (see also Table 8 R1). We reject theothgsis H1_B.

The most significant source of the economic rige(Fable 2) is devel-
opment of the tax and insurance burden (the answers V5) (232 entre-
preneurs). The next items of the economic risk @m@are: growing prices
of all types of energy (183); weak availability thfe financial resources
(loans, foundations) (106) and development of titerest rates (95). We
reject the hypothesis H2_A. There are no statitficagnificant differ-
ences in evaluating the economic risk sources dowprto the criteria
(company deals with the risk management and creatgmce for discuss-
ing the key risks) (see also Table 8 R2). We rdfezhypothesis H2_B.

The most significant source of the financial riskd Table 3) is insuffi-
cient company profit (the answers V4 + V5) (162r@mteneurs). The next
items of the financial risk source are: unpaid rnedgles (122); inability to
pay obligations (insolvency) (89) and indebtednafsthe company (high
share of the foreign capital) (78). We accept thpothesis H3_A. There
are statistically significant differences in evdiog the unpaid receivables
according to the criteria (company deals with tisk management and
creates a space for discussing the key risks) disee Table 8 R3). We
partially accept the hypothesis H3_B.

The most significant source of operational riske(3able 4) is low rate
of innovations (the answers V4 + V5) (64 entreptege The next items of
the operational risk source are: obsolete prodactifacilities
(57); increasing amount of claims (55) and insigft utilization of the
production capacities (41). We accept the hyposheldi_A. There are no
statistically significant differences in evaluatitig operational risk sources
according to the criteria (company deals with tisk management and
creates a space for discussing the key risks) dts=e Table 8 R4). We
reject the hypothesis H4_B.

The most significant source of the HR risk (seel@&) is insufficient
gualification of the employees (the answers V4 4 B2 entrepreneurs).
The next items of the HR risk source are: hightflation rate of the em-
ployees (99); decrease of the working morale amdigline (81) and errors
of the employees (industrial injuries) (65). Weeuicthe hypothesis H5_A.
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There are no statistically significant differengesevaluating the HR risk

sources according to the criteria (company dedlls thie risk management
and creates a space for discussing the key riskg)dlso Table 8 R5). We
reject the hypothesis H5_B.

The most significant source of the safety risk (&d#e 6) is misusing
information (the answers V4 + V5) (70 entreprenguffie next items of
the safety risk source are: criminal offences agaiproperty laws
(68); accidents and external threats (floods, fitg(61) and low protection
(occupation-al health and safety at work) (50). Wgct the hypothesis
H6_A. There are statistically significant differescin evaluating the mis-
using information according to the criteria (compateals with the risk
management and creates a space for discussingyhisks) (see also Ta-
ble 8 _R6). We patrtially accept the hypothesis H6_B.

The most significant source of the legal risk ($able 7) is a long time
period until the lawsuit is solved (the answers ¥4/5) (191 entrepre-
neurs). The next items of the legal risk source faeguent changes of the
legal regulations (153); low enforcement of the Ig1) and low inde-
pendence of the courts (129). We reject the hypighd7_A. There are
statistically significant differences in evaluatitigg low enforcement of the
law and a long time period until the lawsuit isveal according to the crite-
ria (company deals with the risk management andtesea space for dis-
cussing the key risks) (see also Table 8 R7). Weajpig accept the hy-
pothesis H2_B.

The following table (see table 8) summarizes theral results of the
tests comparing the evaluations of the company gersawho denoted
very high or high intensity of performing the saeiaf the key risk (R1, ...,
R7).

Discussion

The results of the empirical research showed tientarket, financial, and
economic risks are three most important risks tiegjatively perform in
SMES” business environment. The most significantre® of the market
risk is the strong competition in the line of busss where the company
works. The unpaid receivables are the most signifisource for the finan-
cial risk. The development of the tax and insuramaelen is the most sig-
nificant source for the financial risk. The strosgeependence the SME
entrepreneurs perceive was found between the dawelat of the tax and
insurance burden as a source of the economic rigktlae criterion the
“levels of the risk management in the company” tikerr dependences were
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detected also in connection with another criteassessed, i.e. the space in
the company for discussing the key risks — the samece of the eco-
nomic risk. The results also show discrepanciedHersource of the legal
risk: the low enforcement of law and a long timeiqe of solving the law-
suits. The company managers whose companies imptethéhe risk man-
agement process perceive these aforementionedesamiare intensively.

Further results of the realised research show5h&% of all addressed
companies are currently trying to implement th& nsanagement process.
These results are in contradiction with the glateslults of investigations
(Global Management Accountant Global State of Enterprise Risk Over-
sight 2017;Enterprise risk management initiativ2017) which say that
only 25 % of the companies have implemented thk msnagement.
56.3% of the SME managers say they create a spacistussing the key
risks in the companies. The results of our researehtwo-times higher
than the results of the investigatioBl¢bal Management Accountant
Global State of Enterprise Risk Oversigh@17; Enterprise risk manage-
ment initiative 2017) — they say that only 27% of companies mtevime
and create a space for discussing the key riskegatlar meetings. The
possible explanation of these results may lie inftttt that the managers or
owners of the SMEs in Slovakia consider the riskhaggment to be al-
ready the management of the market and financsidsriHowever, the
companies abroad consider the implementation ofrigie management
process to be only the complex management of alk#y risks in the en-
terprise. Another reason can be the missing knayeeghd real practical
experience of the managers in implementing themakagement process.
This leads to a situation the SME managers in &iaviacline not to admit
a negative situation than to prepare for it ang thelude that their compa-
ny is working according to the stated rules.

Application

Based on the obtained results, the authors prapestllowing methodol-
ogy, which is formed by the risk management stashd&O 31000:2009
Risk Management — Principles and guidelines whidvigdes only a gen-
eral and universal character. The proposed apjaicatf the risk manage-
ment methodology in the Slovak enterprises provitese specific guid-
ance for the implementation of the risk managenettie enterprises. The
methodology consists of the following nine stepadékovaet al, 2017):
1. Establish strategy, policies, and responsibility tlee risk management.
The prerequisite for an implementing the enterpriisie management is
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to have sufficient support from the top managemiem.very important
that the management of the enterprises are inger@stprevention. The
enterprise strategy has to be clear even beforgnlementation of the
enterprise risk management.

. Analyze the environment and establish risk critelids necessary to
elaborate on the analysis of the internal and patdsusiness environ-
ment so that the managers can define strategioagahizational con-
nections with the risk management. The managerslgidefine risk
criteria (e.g. determine risk capacity and risketjip).

. Identify risks and risk resourcels.is necessary to identify the risks and
risk resources. The risks should be recognizeddasdribed. The man-
agers should ensure regular monitoring of all ongaxternal and in-
ternal events affecting the achievement of objestit is necessary to
distinguish the positive impact (opportunities) pegative effects
(threats).

. Risk analysislt is necessary to elaborate on the analysih@fidenti-
fied risks based on the probability of the occuceetogether with the
impact. The conjunction of the probability of thecarrence and the im-
pact form the risk level which determines the fislority i.e. to which
extent risks may affect the aims of the company.

. Risk assessment and establishing risk catalofug necessary to com-
pare the probability of occurrence and the consecgee with defined
criteria mentioned in the second step. The resptmsianagers should
decide what the priorities are for dealing with tisks and which ac-
tions should be carried out.

. Develop and implement a plan for preventive measiirés necessary
to propose preventive measures to the reduce fisks.is to ensure un-
acceptable risks by the intended tactics. The aabprisk should be
monitored, because of the eventual future changekd level of the
identified risks.

. Evaluate the effectiveness of the preventive measamd risk manage-
ment. It is necessary to make a review of the whole nsknagement
process. It should be provided with communicatemfyice, and report-
ing. The managers should ensure the control ofdietified risks and
the proposed measures from the perspective of reamis improve-
ment.

. Ensure monitoring of risk§.he next step in the application of the enter-
prise risk management is providing an early warrgystem for contin-
uous monitoring of key processes in the enterprise.

. Take a positive attitude to riskEhe final step in the application of the
enterprise risk management is that top managem#ntreate values
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within a business culture that will lead the mamage a positive atti-

tude to the risk and the prevention in the entsepri

The appropriate risk management is a continuousnandr-ending en-
terprise activity. All above-introduced steps o tlisk management could
be modified during the time because of the exteraat internal
environmental changes. The approach to the engerpisk management
has to be systematic. The methodology can be umedifferent types of
businesses and it assumes rational applicationadagtation of the risk
management to specific conditions in the enterprise

Conclusions

The most important (key) risks are: the market (88 9%), the financial
risk (58.1%) and the economic risk (53%). The stmecof managers” an-
swers is statistically significant for all sourcesthe market, economic,
financial, operational, HR, safety and legal ridkhe research criteria
(company deals with the risk management and creaggmce for discuss-
ing the key risks) have an influence on evaluatihgources of the finan-
cial, safety and legal risk.

The effort of the authors is to make gradual stepsnforce the imple-
mentation of the risk management process in theaRlenterprises for the
managers to be able to manage the risks and for tbeget closer to the
global trends. The results achieved will be compavieh similar investiga-
tions on the international level, e.g. with theuansities in the Czech Re-
public, Finland, Poland, Serbia and other inteomati organisations, e.g.
ISO/TC 262.

Despite of our awareness of the certain limits o research (e. g. re-
gional character of the study, only two statistinpa@thods as Chi-square
test and Z-score), we believe that our articlebrasight several interesting
findings and new incentives for the further reskamd discussion regard-
ing assessing the selected risks in the SMEs, soeirces and possibilities
for the improvement the risk management process.

It is worth to concentrate our future researchl@domparison of eval-
uation of the risks and their sources with otheuntoes the Visegrad
groups. The authors would like to cooperate witteagchers these coun-
tries because the authors believe that the risétstaair sources differently
influencing the quality of the business environmarthis countries.
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Annex

Table 1. The evaluation of sources of market risk by emtrapurs

R11 K11 K12 K21 K22 R12 K11 K12 K21 K2
V1 27 26 28 25 V1 16 8 15 9
V2 42 47 45 44 V2 28 39 34 33
v3 71 56 76 51 v3 86 77 95 68
Va 64 56 68 52 Va 96 67 98 65
V5 50 48 57 41 V5 28 42 32 38

V4+V5 114 104 125 93 V4+V5 124 109 130 103
%] 449 446 456  43.7 (%] 488 46.8 47.4 484

Sum 254 233 274 213 Sum 254 233 274 213
Chi- 1.743 2.242 Chi- 12.046 5.630
square square

P- value 0.782 0.691 P- value 0.017 0.228

R13 K1l K12 K21 K22 R14 K11 K12 K21 K22

V1 35 33 37 31 V1 66 61 74 53
V2 58 52 64 46 V2 80 79 88 71
v3 111 107 124 94 V3 58 49 60 47
V4 33 28 30 31 V4 37 33 38 32
V5 17 13 19 11 V5 13 11 14 10

VA+V5 50 41 49 42 V4+V5 50 4 52 42

(%] 197 176 179 197 (%] 197 188 190 19.7
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 0.498 2.146 Chi- 0.451 0.416
square square

P- value 0.973 0.708 P- value 0.978 0.981

Notes: R11, R12, R13, R14 — sources of market Wdk,V2, V3, V4, V5 — evaluation of

source of risk, K11, K12, K13, K14 — criteria.

Table 2. The evaluation of sources of economic risk byeprneurs

R21 K11 K12 K21 K22 R22 K11 K12 K21 K22
Vi 7 25 10 22 Vi 37 31 42 26
V2 36 36 44 28 V2 80 62 84 58
V3 85 66 92 59 V3 87 84 89 82
V4 75 55 88 42 V4 28 40 36 32
V5 51 51 40 62 V5 22 16 23 15
V4+\V/5 126 106 128 104 V4+V5 50 56 59 47
[%] 49.6 45.5 46.7 48.8 [%] 19.7 240 215 22.1
Sum 254 233 274 213 Sum 254 233 274 213
Chi- Chi-
square 14.714 29.105 square 5.032 3.139
P- value 0.005 <0.001 P- value 0.284 0.535
R23 K11 K12 K21 K22 R24 K11 K12 K21 K22
Vi 44 38 44 38 V1 21 19 19 21
V2 85 74 88 71 V2 51 50 56 45
V3 74 77 90 61 V3 81 82 91 72
V4 41 34 41 34 V4 76 56 85 47




Table 2. Continued

R23 K1l K12 K21 K22 R24 K11 K12 K21 K22
V5 10 10 11 9 V5 25 26 23 28
VA+V5 51 44 52 43 V4+V5 101 82 108 75
%] 201 189 190 202 (%] 39.8 351 394 352
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 1.010 1.055 Chi- 2.064 7.418
square square
P- value 0.908 0.901 P- value 0.687 0.115

Notes: R21, R22, R23, R24 — sources of econonkg Y&, V2, V3, V4, V5 — evaluation of
source of risk, K11, K12, K13, K14 — criteria.

Table 3. The evaluation of sources of financial risk byrepteneurs

R31 KT K12 K21 K22 R32 K1l K12 K21 K22
V1 35 21 35 21 Vi 83 77 88 72
V2 58 57 64 51 V2 84 67 81 70
V3 83 71 90 64 V3 50 48 56 42
V4 54 54 57 51 va 24 32 31 25
V5 24 30 28 26 V5 13 9 18 4

V4+V5 78 84 85 77 Va+Vs 37 41 49 29
[%)] 307 361 310 362 %] 146 176 179 136

Sum 254 233 274 213 Sum 254 233 274 213
Chi- Chi-
square 4212 2.159 squre 3.150 6.413

P- value 0.378 0.706 P- value 0.533 0.170
R33 KI1T K12 K21 K22 R34 K1l K12 K21 K2
Vil 77 72 79 70 Vil 99 80 100 79
V2 54 59 61 52 V2 56 66 59 63
V3 52 51 51 52 V3 48 49 57 40
va 41 34 47 28 va 27 20 26 21
V5 30 17 36 11 V5 24 18 32 10

Va+Vs 71 51 83 39 V4+vs 51 38 58 31
[%)] 280 219 303 183 %] 201 163 212 146

Sum 254 233 274 213 Sum 254 233 274 213
Chi- 3.749 11.928 Chi- 3.848 10.148
square square

P- value 0.441 0.018 P- value 0.427 0.037

Notes: R31, R32, R33, R34 - sources of financsk, W1, V2, V3, V4, V5 — evaluation of
source of risk, K11, K12, K13, K14 — criteria.

Table 4. The evaluation of sources of operational risk blyepreneurs

R41 K11 K12 K21 K22 R42 K11 K12 K21 K22
V1 78 75 81 72 Vi 82 93 93 82
V2 92 79 106 65 V2 72 58 70 60
V3 64 58 67 55 V3 71 54 74 51
V4 16 18 16 18 V4 19 22 24 17
V5 4 3 4 3 V5 10 6 13 3
V4+V5 20 21 20 21 V4+V5 29 28 37 20

[%] 7.9 9.0 7.3 9.9 [%] 114 120 135 94




Table 4. Continued

R41 K1l K12 K2l K22 R42 K1l K12 K21 K22
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 0.698 4226 Chi- 4.834 5.585
square square
P- value 0.951 0.376 P- value 0.308 0.232
R43 K1l K12 K2l K22 R44 K1l K12 K21 K22
V1 67 71 74 64 V1 108 104 115 97
V2 79 71 80 70 V2 61 58 66 53
V3 78 57 80 55 v3 56 45 58 43
V4 23 25 30 18 V4 19 20 23 16
V5 7 9 10 6 V5 10 6 12 4
VA+V5 30 34 40 24 VA+V5 29 26 35 20
[%] 118 146 146 113 [%] 114 112 128 94
Sum 254 233 274 213 Sum 254 233 274 213
Chi- Chi-
square 3.243 2.418 square 1.472 2.836
P- value 0.518 0.659 P- value 0.832 0.585

Notes: R31, R32, R33, R34 — sources of operatinsial V1, V2, V3, V4, V5 — evaluation
of source of risk, K11, K12, K13, K14 — criteria.

Table 5. The evaluation of sources of HR risk by entrepuesie

R51 K11 K12 K21 K22 R52 K11 K12 K21 K22
Vi 71 81 76 76 V1 57 69 61 65
V2 60 57 66 51 V2 74 69 75 68
V3 67 52 68 51 V3 64 52 71 45
V4 43 31 47 27 V4 38 30 41 27
V5 13 12 17 8 V5 21 13 26 8
V4+V5 56 43 64 35 V4+V5 59 43 67 35
[%] 22.0 18.5 23.4 16.4 [%] 23.2 18.5 24.5 16.4
Sum 254 233 274 213 Sum 254 233 274 213
Chi- Chi-
square 3.713 5.441 square 4.485 11.245
P- value 0.446 0.245 P- value 0.344 0.024
R53 K1l K12 K21 K22 R54 K1l K12 K21 K22
V1 76 80 85 71 V1 80 83 86 77
V2 83 71 86 68 V2 73 66 78 61
V3 62 50 61 51 V3 61 43 60 44
\Z 23 24 29 18 ! 28 32 35 25
V5 10 8 13 5 V5 12 9 15 6
V4+V5 33 32 42 23 V4+V5 40 41 50 31
[%] 13.0 137 153 10.8 [%] 157 17.6 182 146
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 1.664 2.786 Chi- 3.319 2.967
square square
P- value 0.797 0.594 P- value 0.506 0.563

Notes: R31, R32, R33, R34 — sources of HR risk, V2, V3, V4, V5 — evaluation of

source of risk, K11, K12, K13, K14 — criteria.



Table 6. The evaluation of sources of safety risk by enrapurs

R61 K1l K12 K21 K22 R62 K1l K12 K21 K22
V1 88 88 99 77 V1 77 92 77 92
V2 66 65 64 67 V2 77 74 85 66
V3 63 56 71 48 v3 55 42 59 38
V4 21 9 20 10 V4 34 17 39 12
V5 16 15 20 11 V5 11 8 14 5

VA+V5 37 24 40 21 VA4+V5 45 25 53 17
[%] 146 103 146 9.9 [%] 177 107 193 80
Sum 254 233 274 213 Sum 254 233 274 213
Chi- Chi-
square 4.354 5.658 square 9.884 19.491
0.360 0.226 P- value 0.047 <0.001

P- value
R63 Kil  Ki2 K2l K22 R64 K11 Ki2 K21 K22
V1 112 88 114 86 V1 104 97 113 88
V2 75 79 82 72 V2 64 58 63 59
V3 46 37 50 33 v3 48 48 53 43
Va 15 23 22 16 Va4 26 22 30 18
V5 6 6 6 6 V5 12 8 15 5

VA+V5 21 29 28 22 VA4+V5 38 30 45 23
[%] 83 124 102 103 [%] 150 129 164 108
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 4747 1.379 Chi- 0.768 4715
square square
P- value 0.314 0.847 P- value 0.943 0.317

Notes: R31, R32, R33, R34 — sources of safety kdk,V2, V3, V4, V5 — evaluation of

source of risk, K11, K12, K13, K14 — criteria.

Table 7. The evaluation of sources of legal risk by enteepurs

R71

KIl K12 K21 K22 R72 KIL K12 K21 K22
V1 45 52 52 45 V1 37 41 45 33
V2 56 73 55 74 V2 50 64 53 61
v3 65 55 72 48 v3 79 63 89 53
V4 46 33 53 26 V4 43 42 48 37
V5 42 20 42 20 V5 45 23 39 29

VA+V5 88 53 95 46 V4+V5 88 65 87 66
(%] 346 227 347 216 (%] 346 279 318 310
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 12.642 17.776 Chi- 9.969 6.896

square square

P- value 0.0131 0.001 P- value 0.0409 0.141
R73 K1l K12 K21 K22 R74 K11 K12 K21 K22
Vi 57 58 65 50 V1 52 64 60 56
V2 51 67 56 62 V2 34 48 38 44
v3 68 57 75 50 v3 55 43 58 40
V4 46 35 46 35 V4 57 49 67 39
V5 32 16 32 16 V5 56 29 51 34




Table 7. Continued

R73 K1l K12 K21 K22 R74 K11 K12 K21 K22
Va+V5 78 51 51 V4+V5 113 78 118 73
%] 307 219 285 239 (%] 445 335 431 343
Sum 254 233 274 213 Sum 254 233 274 213
Chi- 9.485 6.550 Chi- 13.400 7.151
square square
P- value 0.049 0.162 P- value 0.009 0.128

Notes: R31, R32, R33, R34 — sources of legal N&k, V2, V3, V4, V5 — evaluation of
source of risk, K11, K12, K13, K14 — criteria.

Table 8. Comparison of risk assessment by selected criteria

K1 K2 K1 K2 K1 K2
Table8 R1 Z-score Z-scoreTable8 R2 Z-score Z-score Table8 R3 Z-score Z-score

P-value P-value P-value P-value P-value P-value

0.055 0.431 0.908 -0.462 -1.250 -1.191
R11 R21

0.960 0.667 0.362 0.645 0.211 0.234

0.449 -0.199 -1.162  -0.141 -0.911  1.274
R12 R22 R32

0.652 0.841 0.246 0.888 0.363 0.204

0.591 -0.515 0.332 -0.332 1542 3.027
R13 R23 R33

0.555 0.603 0.741 0.741 0.123  0.002

0.223 -0.205 1.040 0.950 1.075 1.873
R14 R24 R34

0.826 0.834 0.298 0.342 0.280 0.061

K1 K2 K1 K2 K1 K2

Table8 R4 Z-score Z-score Table8 R5 Z-score Z-score Table8 R6 Z-score Z-score

P-value P-value P-value P-value P-value P-value

-0.452 -1.001 0.984  1.889 1421  1.567
R41 R51

0.653 0.312 0.327  0.049 0.155 0.116

-0.205 1.401 1293 2.158 2195 3.545
R42 R52 R62

0.833 0.161 0.197 0.031 0.028 <0.001

-0.907 1.079 -0.240 1.458 -1.517  -0.039
R43 R53 R63

0.362 0.281 0.810 0.144 0.128 0.968

0.09 1.170 -0.547  1.086 0.663 1.776
R44 R54 R64

0.928 0.242 0.582 0.276 0.509 0.075




Table 8. Continued

Table 8_R7
R71 R72 R73 R74
K1 K2 K1 K2 K1 K2 K1 K2
Table8 R7 Z-score Z-score Z-score Z-score Z-score  Z-score Z-score Z-score

P-value P-value P-value P-value P-value  P-value P-value P-value

2.892 3.156 1.603 0.180 2.203 1.122 2.486 1.972

0.004 0.002 0.110 0.857 0.028 0.263 0.013  0.049
Notes: Black color of Z-score (P- value) — there atatistically significant differences
between entrepreneurs (differences between entrepre K11 and K12 or differences
between entrepreneurs K21 and K22), K1: our compas with the risk management —

yes (K11), no (K12); K2: our company creates a sdac discussing the key risks — yes
(K21), no (K22).

Figure 1. The key risks of the business environment
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