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Risk Management : A Crucial Aspect of Modern Business

Abstract

In present age all organization are facing
different kind of risks. Riskisan important part of
ORIGINAL ARTICLE any organization whether it is Government or
private organization. Without taking risk no
organization can get success in their business.
MoreRisk More Success, No/More Risk No Success.
Risk management isamodrentrendin India. This
paper shows the meaning, types and benifits of
Risk Management, it also shows that how an
organization can implement Risk management
step by step. Overall objective of this paper isto
tell about risk management because without
managing the risk an organization can never run
and stand in this present competitive business
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Introduction

It is said that “No Risk No Gain” it means if we want to earn profit we must have to take risk. An
enterprise never get successwithout takingrisk. itisalso said that morerisk profit and lessrisk less profit.
Today’s business environment is very ancertain. In today’s business, Risk management is an essential aspect
of any organization strategies. The moment money passes from one hand to another hand the Risk Starts.
Hencerisk isinevitableand so risk management hasbecomeaprimeconcernfor every businessin thisglobal
competitive businessworld. Risk management isthe process of identifying, ngand controllinglegd,
financial, strategic and security risks to an organization’s capital and earnings.

Risk Management hel p an organization to achieve profitability target and prevent loss. It isalso ensures
effective reporting and complacencewith lawvsand hel p to avoid damageto the organi zation reputation and
related consegquences.

Review of Literature

ShuklaAjay and KukreaM egha (2014), “Astudy of Risk management in finance sector” the study
saysthat for any businessto grow and stay in the market management styleis akey and Risk management
bas cally themanagement style of managingtherisks.

AvenTerjen (2016), “Risk assessment and Risk management review of recent advances on their
foundation” paper shows that risk management is established as a scientific field and provide important
contributionin supporting decision makingin practice.
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GhaziahL ouai and ChebanaNadia (2021), “The effectiveness of risk management system and firm
performance in the europeon content” Paper shows that the effectiveness of the risk management and control
systemimplemented by afirm playsand important role because they ensure the effective management of the
firm.

FerreriaPriscilaand Chiar Ver bano (2021), “Successful implementation of project risk management
in small and medium enterprises a cross case study” conclusion of this paper says that risk management can
influencethe devel opment and sustainability of small and medium enterprises Projectsand consequently the
economic growth of many countrie’s economies.

ShakatrehM amoun, Mohammeal A. and M ohamed | brahim (2023), “Reviewing the framework
of Risk Management : Policy and hedging.” findings of this paper from studies in that risk management is
essentid for any typeof organization or individual firm facesvariousof risks. Theseriskscan handlewith the
hel p management.

Objective of the Sudy

1. Toknow about the Risk management.
2. How Risk Management isimportant in present busi ness environment.
3. Toknow theRisk Management applicationin any organization.

Research Methodology
ThisPaper iscompletely based on secondary data, which are coll ected from various booksand websites.

Hypothesis

H, Riskmanagement playsanimportant rolein any organization whether itisGovernment or private.

H, Riskmanagementisanessentia aspect for operation of organization.

H, Without Risk management an organization can not competewith their competitor in present era.

Type of Risks in Organization

1. Financial Risk — Financial Risk isacrucial risk in any organization whether it is Government or
private organization. financia risk includesrisk related to currency fluctuation credit defaults, Interest
ratesetc. Generdly financid risk arisesdueto ingtability infinanciad market. The causesof ingtability in
financia market may be create by movement in stock price currenciesand interest rates.

2. Market Risk -Market risk isalso known asdiversifying risk. It isowing to day by day fluctuationin
priceof stock. Thisrisk can not beavoided. Itismainly stock and options. Thisrisk ariseswhen the
valueof aninvestment will increase or decrease dueto changein market factor.

3. Credit Risk — Creditrisk is the probability of a financial loss resulting from a borrower’s failure to
repay aloan. If onefailsto fulfill their obligationtowardstheir counterpartner then credit risk arises.

4. Liquidity Risk — Liquidity Risk arises at of an inability to execute transaction. Liquidity risk can be
classified into asset Liquidity risk and funding Liquidity Risk. Asset Liquidity risk ariseseither dueto
insufficient buyer or insufficient sellersagainst sell ordersand buysordersrespectively.

5. Operational Risk — This type of risk is broadly associated to the organization management like
planning, monitoring and reporting systemin the day to day management process.

6. Legal Risk—Legal Risk is a part of financial risk. Legal risk arises at of legal constraints such as
lawsuits. Whenever organization facesany financial lossesout of legal proceeding, itisalegal risk.

7. Disaster Risk — These risks related to disaster whether natural or man-made. Natural disaster includes

fires, floods, earthquakes etc. on the other hand man-made disasters arise owing to the accidents
under thefactoriesact, minesact etc.
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8.

Political Risk — Political Risks are associated to political uncertainties which may include war risks,

electionrisk, country risk, fiscal policy risks, monetary policy risksetc. Theserisksarebeyond control
of afirm.

Process of Risk Management

Aswestudied that in present period every organization haveto adopt risk management. Risk management

involvessevera stepswhich aregiven bel ow-

1.

Risk identification - firstly risksareidentified and then they can be managed. Assoon asthe business
isdefined theidentification of risksassociated there with must be done. This processshould bequite
systemati c and comprehens ve enough to ensurethat no risk isexcluded unwittingly.

Risk Assessment - Thisstepinvolveseva uating thelikelihood and potentia impact of each identified
rsk.

Risk M easurement and Analysis- The next stepisthe proper management and anaysisof therisks
associ ated with the busi ness. Risk management will consider the probability or chance of thelossesthe
impact of thelosses upon thefinancial affairs of the organization and the ability to predict thelosses.
Risk analysishel psin estimating theimpact of different risks.

Risk Prioritizing - Thisstepinvolvesprioritizing risksbased ontheir likelihood and potentia impact.
Risk Monitoring- Thisstepinvolves continuously monitoring risksand updating therisk management
plan as needed.

Srategies for Risk mitigation

After identification, assessment, prioritizing and monitoring the risk itcan be managed by following

strategies-

1.

Transfer Risk - Thisisanormal Practiceto mitigaterisk . Asfar as possible and practicabletheeffort
should betakento transfer from oneareato another areawhere the agency involved is better equipped
totakecareof it.

TolerateRisk - ItisaStrategy toretain therisk. It isaccepting thelosswhereit isoccur. Theserisk
elther cannot beinsured or associated Premiumswould beinfeasible.

ReduceRisk - Risk Reduction refersto different processesin placethat are designed to reduce the
risk that organization and worker face onaregular basis.

Avoid Risk - Another strategy isto avoid therisk thisresultin compl eteelimination of exposuretoloss
dueto specificrisk. It meansno risk projectsare undertaken.

CombineRisk - When morethan onerisk isthereit isbetter to combinerisk. Thisismainly suitable
intheareasof financid risk. By takingasingleportfolioinstead of having different sharesand debentures,
therisk can bereduced.

Sharing Risk - Sharing risk by insuring them against aconsideration in another form of strategy to
mitigaterisk.

Hedging Risk - Exposureto fundsto fluctuationsin foreign exchangerate, pricesetc bring about
financia risksresulting inlosses. Hedging helpsinreducing thelossvery well.

Benefits of Risk Management

An effectiverisk management provides several benefitsto organizationincluding;
ReduceL osses- Risk Management hel psorgani zationsto minimizelossesby identifying and mitigating
potentia risks.

I ncrease oppor tunities- Risk management enabl e organi zationsto take cal cul ated risksand capitalize
0N new opportunities.
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3. Enhancereputation - Effectiverisk management helpsorganization to maintain positivereputation
and buildtrust for stakeholders.

4. Enhancecompetitivepower - it also enhance compititive power of the organization practicing risk
management.

5. ImpressCredit rating - Risk management improves a company’s credit rating and ability to rise
financein near future. It isbecause such acompany can manage changeeasily at al levels.

Conculsion

From the above study in conclusion we can say that risk management inacritical and crucia aspect of
modern business, risk and its management are permanent importance in the present business era. The
organization practicing risk management policy are better equipped and can better handlein thiscompetitive
businessworld. Risk management enabl esorganizationtoidentity assessand mitigate potentia risksminimizing
losses and maximizing opportunities by implementing agood risk management. An organization canimprove
decision - making, enhancethelr reputation and achievether objectives.
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