Academy of Strategic Management Journal Volume 18, Special Issue 1, 2019

DEVELOPMENT OF ADAPTIVE ORGANIZATIONAL
AND ECONOMIC MECHANISM OF STRATEGIC
MANAGEMENT OF CORPORATION RESISTANCE TO
RISK

Andrii Antokhov, Chernivtsi National University named after Yuriy
Fedkovych
Yryi Tytynnik, Poltava State Agrarian Academy
Alexander Krivenko, National Defence University of Ukraine named after
Ivan Cherniakhovskyi
Volodymyir Pashynskyi, National Defence University of Ukraine named after
Ivan Cherniakhovskyi
Svitlana Cherkasova, Odessa National Polytechnic University

ABSTRACT

The article identifies the need to create and implement an adaptive organizational and
economic mechanism of strategic management of corporation resistance to risk. The main
features of the basic and new methodological approaches of strategic corporation risk
management are substantiated and detailed. The universal organizational and economic
mechanism of strategic management of corporation resistance to risk is proposed.

The methodological research platform is determined by the tendencies of crisis
management practices focused on the use of organizational and economic potential and
application of mechanisms of response to risk situations.

Development of a risk card, which is a visual overview of the most important
characteristics of risks and threats, is necessary to check and justify the current strategy of the
corporation and its capabilities to generate additional profitability.

Strategic risk management in corporate activities is defined as a system of purposeful
influence on all manifestations, types of risk making it possible to avoid, reduce or minimize the
negative consequences of the subjective nature of the market environment. Considering that the
effectiveness of the mechanism of strategic management of economic risks of corporations
depends on these components, the necessity of introduction of specific approaches in the process
of their functioning is proved.
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INTRODUCTION

In the periods of unstable conditions of corporate sector functioning there is a growing
understanding that, despite all the recessions in the development of basic industries of the world
economy, stable functioning of corporations depends first and foremost on the strategic
management system. All of this should be aimed at sustainable development, enhancing the
ability to withstand the effects of negative factors and developing mechanisms of resistance to
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risk for doing business. One of the ways of addressing this problem is based on the application of
organizational and economic mechanism of strategic management of corporation resistance to
risk (Malakhovskyi et al., 2019).

LITERATURE REVIEW

The main aspects of the mechanism of strategic management of company resistance to
risk taking into account the stage of transformational changes in the market environment are in
the process of continuous development. This issue is being studied at the high scientific level by
(Dess et al., 2005; Johnson et al., 2011). We may note the study of the practice of risk in the
works of such scholars as (Hofmann, 2010; Manuj & Mentzer, 2008; Zsidisin et al., 2004). A
wide range of problematic issues remain open in this area including the steps taken to develop
and use a strategic mechanism of management of corporation resistance to risk.

METHODOLOGY

The methodological research platform is determined by the tendencies of crisis
management practices focused on the use of organizational and economic potential and
application of mechanisms of response to risk situations. Systematic research is formed from the
point of view of the fact that corporations are constantly influenced by complex, unstable and
changing factors of the environment of its functioning, which periodically creates significant
obstacles to improving its competitiveness and requires constant improvement of forms and
methods of business.

FINDINGS AND DISCUSSIONS

The purpose of the study is to substantiate the process of development and functioning of
a strategic mechanism of management of corporation resistance to risk in the conditions of
dynamic changes in the environment and market transformation. The risk category in the modern
theory of strategic decision-making is considered as one of the possible characteristics of a
complex economic situation, which impedes the decision-making process, accompanies all
aspects of the corporation activity, including all management subsystems and processes.
Corporations, as standalone business entities, must make daily decisions about survival in
challenging conditions to achieve their global and local goals with minimal resources available
to increase the efficiency and effectiveness of their operations (French, 2009).

Table 1
MAIN FEATURES OF THE BASIC AND NEW METHODOLOGICAL APPROACHES OF
STRATEGIC CORPORATION RISK MANAGEMENT
Basic Approach Basic Approach
1. Integrated, combined risk management:; risk
management is coordinated by senior management;
every employee considers risk management as part
of their job.
2. Continuous risk management: risk management
process is continuous.
3. Extended risk management: all risks and
opportunities of their organization are considered.

1. Fragmented risk management: each department
manages risks independently (according to its functions).
First of all, this applies to the financial block.

2. Incidental risk management: risk management is
carried out when managers deem it necessary.

3. Limited risk management: primarily applies to
insurance and financial risks.

Organizational and economic mechanism of strategic risk management of a corporation is
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an integral part of a risk identification system for a corporation with a reasonable set of structural
elements, methods, levers, instruments of influence on an object of management with an
appropriate resource provision. To ensure the effective management of economic risks in the
activities of the corporation, the features of the basic and new methodological approaches of
corporation risk management is substantiated (Table 1).

If an element is ineffective in this system, the imperfections of this element will be felt by
the whole control system and, accordingly, it will be less effective (Juttner et al., 2003).
Therefore, it is very important to periodically check the compliance of elements of the strategic
management system with one another and, if necessary, make adjustments (Figure 1).

Setting/adjusting the strategic goal of the corporation

4 L

Principles: hierarchy of architecture, controllability, flexibility,
integrity, openness, priority, awareness, coherence, complexity

J L J L

Risk management Risk management functions
entities (shareholders
and top management) Risk management tools

Risk management methods

of corporation resistance to risk

Risk management Risk management levers
objects I
(Departmental risks) Resource management of risk management

I — Risk identification, assessment, development and analysis of options
for decision making based on a risk map

J L
II — Development and implementation of a risk resistance management
action program (strategy and tactics, programs and implementation)

4

III — Monitoring and control over the implementation and analysis of
corporate risk resistance management measures

system

Assessment of socio-economic status and prospects of development of the strategic
management system of a corporation

FIGURE 1
ORGANIZATIONAL AND ECONOMIC MECHANISM OF STRATEGIC RISK RESISTANCE
MANAGEMENT OF A CORPORATION

The choice of a particular method of risk resistance by the management and shareholders
of a corporation depends on their individual perception of the real external environment in which
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the corporation operates (Tetiana et al., 2018). The solution to the problem of corporate risk
resistance is carried out in three directions-financial, investment and operational activities, which
provides a synergistic effect in the functioning of a socio-economic system. With regard to the
risk resistance of the financial sector-it is a question of financial stability of a corporation, which
provides for profitability and self-financing of activity, financial independence of a corporation
from external sources of financing (David et al., 2008). At the same time, such indicators may be
criteria for corporate risk resistance: financial stability, profitability, availability and structure of
own working capital, characteristic of a management system to have a tendency to risk, etc.

Risk management of investment activities, which have the highest degree of riskiness, is
aimed at increasing the attractiveness of investments and reducing losses from risky operations
or avoiding them at all. Risk resistance of a corporation operating activities is related to the main
activity of a corporation, the key elements of which are sales of products, works (services) and
carrying out of the marketing strategy of the corporation (Makedon et al., 2019).

We suggest that the initial information for a corporate risk resistance diagnostics should
include the following: definition of the specified goal and trajectory of movement of the
corporation (profitability, cash flows, value); identification and definition of the characteristics
and outlines of internal and external risks and threats; definition of the probable states of the
corporation in the event of risks and a matrix of transition probabilities (Drobyazko et al., 2019).

The authors consider the development of a risk card and definition of its risk profile an
important step in the development of an organizational and economic mechanism of strategic
corporation risk resistance management. Development of a risk card, which is a visual overview
of the most important characteristics of risks and threats, is necessary to check and justify the
current strategy of the corporation and its capabilities to generate additional profitability.

In the risk management process corporations also need to constantly collaborate with
functional employees, security engineers, IT support experts, insurance experts, financial
services and top management.

To sum up the above it should be noted that the nature of functioning of any corporation
requires the introduction of a formalized risk management scheme in its every day life, with the
initiative to create, implement and ensure the functioning of an effective risk management
system necessarily coming from the top management of the corporation.

RECOMMENDATIONS

The basis of risk management should be a purposeful search and organization of work to
reduce risk, obtain and increase the return in an uncertain economic situation, and the degree of
risk resistance is the probability of achieving the goals and objectives. Prospects and
recommendations for further scientific studies are finding ways to mitigate risks based on their
industry attribute.

CONCLUSION

Strategic risk management in corporate activities is defined as a system of purposeful
influence on all manifestations, types of risk making it possible to avoid, reduce or minimize the
negative consequences of the subjective nature of the market environment. Considering that the
effectiveness of the mechanism of strategic management of economic risks of corporations
depends on these components, the necessity of introduction of specific approaches in the process
of their functioning is proved.
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