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FINANCIAL MECHANISM FOR SUPPORTING ENTREPRENEURS
AND HEDGING THEIR RISKS

Abstract. The scientific article is devoted to such an important aspect as financial incentives for entrepreneurial
activity and the search for new methods to stimulate it. At the moment, this issue has a wide meaning for both
beginners and active entrepreneurs. The authors consider financial methods and forms of business stimulation, and
also gives practical recommendations on their use. The purpose of entrepreneurship is to extract income through the
production and supply to the market of goods, works or services, as well as to public recognition, awareness of its
importance as an individual. However, the existing risks in the market of entrepreneurs are forced to take measures to
reduce them. The company has the ability to reduce their own risk by attracting common problems to partners. In
such cases, joint stock companies, financial and industrial groups can be created; enterprises can acquire shares or
exchange them among themselves, enter into various consortia, associations, concerns.

Keywords: finance, mechanism, support, entrepreneurs, risks, hedging.

INTRODUCTION

In the general complex of problems of modern reforming the world economy, an important role is
played by the process of formation and development of entrepreneurial activity. Entrepreneurship creates
coordination mechanisms, development strategy development through the market and competition, links
between economic entities.

An exit from the economic crisis and the formation of a long-term potential for dynamic economic
growth are impossible without activating the role of entreprencurship. Now it is noted by many politicians,
economists and practitioners. Not enough attention is paid to the problem of enhancing the role of
entrepreneurship both in theory and in practice.

Entrepreneurship is a special form of economic activity based on an innovative, independent approach
to the production and supply to the market of goods that bring the entrepreneur income and an awareness
of his importance as an individual. The basis of the effect of entrepreneurship is innovative, initiative
activity of a person who mobilizes all his strength, purposefully using all the possibilities to achieve the
set goal and bearing full responsibility for his actions.

The main subject of entrepreneurial activity is an entrepreneur who interacts with other participants in
this process - consumers, government, partners, employees.

MAIN PART

International experience has shown that the development of entrepreneurship is possible only if there
is a focused state policy on small business, based on the need to develop this sector of the economy and
understanding the vulnerability of small enterprises compared to large ones, due to the very nature of their
operation.

An important role in the development of entrepreneurship is played by the support of the state and the
corresponding institutional structures created by it, as well as the existing credit and investment
mechanism in the country.
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The policy of supporting small business in Europe is carried out through the activities of states and
through special programs that are implemented under the auspices of the European Union. Financing of
small business support activities is carried out from the EU Structural Funds, such as the Regional
Development Fund and the Social Fund.

In countries with developed market economies, state support for entrepreneurship relies on relevant
legislation. Two forms of state support spread:

* legislative establishment of long-term small business development programs;

* inclusion of small business as an integral part of state economic and social programs.

The formation and development of entrepreneurial activity is associated with a radical transformation
of the existing socio-economic relations on the way to the market, the formation of a new elite social
stratum - entrepreneurs, educated people, armed with the latest theoretical knowledge and scientific
methods in the field of economic and social management of an enterprise [1].

At the present stage, enterprises engaged in entrepreneurial activity have received many degrees of
economic freedom in choosing both its directions and rules of reference. For the development of
entrepreneurship, private property is an indispensable condition and, despite the fact that recently the
tendencies of stabilization and recovery of the economy against the background of a favorable global
situation in energy prices have created a new environment for the functioning of all economic entities
involved in commercial activities, for the development of entrepreneurship conditions.

These conditions include the stability of state economic and social policies, a preferential tax regime,
a developed infrastructure to support entrepreneurship, the existence of an effective system for protecting
intellectual property, the formation of flexible market mechanisms for increasing business activity of
entrepreneurs, the possibility of free access to foreign markets, the creation of credit systems accessible to
entrepreneurs , provide the opportunity to acquire the necessary means of production, raw materials and
kit Lying Products [2].

The most burdensome for the state budget and at the same time the most attractive for
entrepreneurship is financial and credit support, including preferential loans, provision of guarantees for
commercial bank loans, etc. In accordance with legislation, financial and credit support for
entrepreneurship is mainly aimed at stimulating small businesses.

There are the following forms of state financial and credit support for small businesses:

* Subventions and subsidies to individuals and legal entities;

* budget loans, loans, loans;

* government guarantees.

The most important direction in creating a favorable business environment is the improvement of the
financial and banking system. As an effective measure is the need to:

+ adoption by the National Bank of provisions that improve and protect the settlement system [3];

* introduction of periodic re-registration of all business structures so as to stabilize the economic
situation to restrict the activities of small enterprises and at the same time fully encourage and support
production activities aimed at saturating the market with goods and services;

One of the factors limiting the possibilities of entrepreneurs is the difficulty of obtaining financing.
Therefore, one of the goals of supporting entrepreneurship, especially small business, is to create
conditions for cheaper credit resources allocated for the development of these enterprises, facilitating the
involvement of private investors in the development of small enterprises, the formation of groups of
banks, financial companies, and investment funds working with business entities.

Depending on the type of factors taken into account, it is necessary to use internal or external
mechanisms for neutralizing them when managing risks. At the same time, the main role should belong to
internal mechanisms for neutralizing risks, elected and carried out by the business entity as part of its
activities.

External risk neutralization mechanisms provide for various types of insurance (full redundancy),
essentially representing the transfer of certain risks that are very difficult (if at all possible) to manage,
from the insurer to the insured (insurance company).
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Risk neutralization mechanisms include in their arsenal risk management tools, techniques and
methods for reducing risk and compensating for it. For the practice of financial management, the most
typical means of risk resolution and methods of reducing its level; for production management - risk
compensation methods. By type of impact, compensation methods are referred to as proactive methods,
which should create conditions that exclude the appearance of causes and risk factors.

Risk compensation methods include:

Strategic planning related to the most effective methods. Forecasting the economic situation. Active
targeted marketing. Monitoring the socio-economic and regulatory environment. Creating a system of
reserves, close to insurance, but concentrated within the enterprise. Attraction of external resources. In the
case when the firm is not able to cover all the losses of internal resources, some of them can be covered
with the use of credit resources.

In addition to the above risk management methods, other methods can be used:

Ensuring compensation for possible financial losses due to the risks envisaged by the system of
penalties. Reducing the list of force majeure circumstances in contracts with partners. Receiving an
additional level of risk premium from partners. The listed risk compensation methods, as a rule, require
extensive preliminary analytical work, the effectiveness and efficiency of their application depends on the
completeness and thoroughness.

Risk retention - leaving the risk to the business entity, on its responsibility; transferring risk to
someone else, such as an insurance company; search for guarantors who are interested in unique services,
political support, charity, etc.

Risk avoidance (risk aversion). This direction of neutralizing financial risks is the most radical.
Avoidance of risk deprives the company of additional sources of profit, and therefore adversely affects the
pace of its economic development and the efficiency of its own capital. In addition, avoiding financial risk
may in some cases be simply impossible, and avoiding one type of risk may lead to the emergence of
others. Therefore, as a rule, this tool is applicable only for very serious and large risks.There are several
common hedging methods presented in table 1.

Table 1 - Risk hedging methods

Ne Hedging Description of methods
methods

1 The classic Hedging by opening opposing orders to buy and sell a single asset. An investor protects his funds

method. if the price trend moves in an undesirable direction.

2 Full and partial | When a trader decides to save on insurance protection, the hedge is undertaken only in respect of a

hedging. part of the transaction volume. Less money goes to pay for an option or futures. This method is
optimal with a minimum likelihood of adverse price changes. In the case when the risk of such a
change is maximum, it is necessary to hedge the risks in full.

3 Anticipatory Having seen the acceptable price of the selected asset on the market, the trader further wants to

method. buy it and buys a futures contract at a fixed price. After a certain period of time, he becomes the
owner of this asset.

4 Selective It is used by the investor in insuring precisely that part of his assets, which he does not wish to

method. risk. This method allows you to build a flexible hedge strategy, choosing the optimal proportions
and time intervals, to obtain an acceptable ratio of return / risk. The investor gets the maximum
profit with minimal risk.

5 Cross method. It implies an operation with a futures contract not on the underlying asset of the real market, but on
another instrument. An example would be the sale of oil and at the same time the purchase of an
option to purchase gold, after analyzing the current economic situation.

6 Interindustry This is when the open positions on the assets of another segment are added to the assets of a

method. certain segment in the investor’s portfolio. Changing the price of the first will affect the price of
the second.

The main methods of risk reduction are:
Diversification; risk premium, i.e. various premiums, acting in the form of "risk pay"; the acquisition
of additional information for a more accurate forecast of business results; limiting; risk sharing; self-
insurance; hedging

— g2 ——
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Risk distribution techniques are management tools through the distribution of a common risk by
combining (with varying degrees of integration) with other participants interested in the success of a
common cause. The company has the ability to reduce their own risk by attracting common problems to
partners. In such cases, joint stock companies, financial and industrial groups can be created; enterprises
can acquire shares or exchange them among themselves, enter into various consortia, associations,
concerns.

In the modern practice of risk management, the following main directions of risk transfer have spread:

1. Transfer of risks by concluding a factoring agreement (factoring is a transaction of sale of
receivables at a reduced price to a specialized factor company in order to receive funds).

2. Transfer of risks by forfeiting (forfeiting - export crediting by buying without paying the seller
commercial bills of exchange, other debt claims on foreign trade transactions; a form of transforming a
commercial loan into a bank).

3. Transfer of risk by entering into a contract of guarantee or the provision of a guarantee:

a) Surety.

b) Warranty (type of guarantor - bank guarantee).

4. Transfer of risks to suppliers of raw materials and materials.

5. Transfer of risk to the participants of the investment project.

Self insurance (domestic insurance). The mechanism of this direction of neutralization of financial
risks is based on the reservation by the enterprise of a part of financial resources, which makes it possible
to overcome the negative financial consequences of those financial transactions for which these risks are
not related to the actions of counterparties. The main forms of this direction of neutralizing financial risks
are: Formation of a reserve (insurance) fund of an enterprise. Formation of targeted reserve funds.
Formation of reserve amounts of financial resources in the system of budgets brought to various centers of
responsibility. Formation of a system of insurance stocks of material and financial resources for individual
elements of the current assets of the enterprise. Using self-insurance as a risk reduction technique, it must
be borne in mind that insurance reserves in all their forms, although they allow you to quickly recover the
financial losses suffered by the entrepreneur, but they “freeze” a sufficiently tangible amount of funds,
resulting in reduced efficiency of equity capital its dependence on external sources of financing. The most
complex and dangerous in its financial consequences risks that cannot be neutralized by its internal
mechanisms are subject to insurance.

Diversification is the distribution of investments between various activities whose results are not
directly related. An enterprise, incurring losses in one type of activity, can make a profit at the expense of
another field of activity. Diversification allows to increase the sustainability of the enterprise to changes in
the business environment. Investment diversification presupposes the preference of several projects for a
relatively small capital intensity over programs consisting of a single investment project that, having
absorbed virtually all of the company's reserves, will not leave room for maneuver. The use of this
mechanism is limited in the enterprise.

Insurance is the transfer of certain risks to the insurance company. Property insurance may have the
following forms: insurance of contractual construction risk, equipment insurance, cargo insurance, etc.
Accident insurance includes: general civil liability insurance and professional liability insurance. In the
process of insurance, the company is provided with insurance protection for all major types of its financial
risks. Financial risk insurance is one of the most common ways to reduce its degree. Financial risks that
are most dangerous in their consequences are to be neutralized by insurance.

Such type of insurance is widely used as hedging - insurance of the price of goods against the risk of
either an undesirable fall for the manufacturer or an increase unprofitable for the consumer. However, it
requires certain costs for the payment of commission to brokers, premiums on options, etc. Nevertheless,
the level of these costs is much lower than the level of costs for external insurance of financial risks.
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CONCLUSION

Thus, hedging is used by an entrepreneurial firm to insure a projected income level by transferring
risk to the other party.

Depending on what types of production securities are used, there are several types of hedging
financial risks:

1. Hedging with the use of options, which allows to neutralize the financial risks of transactions with
securities, with currency, real assets.

2. Hedging using futures contracts. It characterizes the mechanism of neutralizing financial risks on
commodity or stock exchange operations by conducting opposite transactions with various types of
contracts.

3. Hedging using the swap. It characterizes the mechanism of neutralization of financial risks on
operations with currency, securities, debt financial obligations of an enterprise.

P.K. BepcrembaeBa, H.b. PyGenkoBa, 7K.A. Toiizkururosa
Kazak sxoHOMIKa, Kap>KbI )KOHE XaJIBIKapaJIbIK cayla YHUBEPCHTETI. ACTaHa K.

KOCIIMOPBIH/bI KOJIJIAY )KOHE TOYEKEJIAEPAI AJIBITT
TACTAYTA APHAJIFAH KAPXbIIBIK MEXAHNU3M

AunnoTtanusi. FruibiMu Makaia KoCIIKEepIIiK KbI3METTI Kap KbUIBIK BIHTAIAH/IBIPY JKOHE OHBI BIHTAIAHBIPYIbIH
JKaHa QMICTEpiH 137ey CHAKTHI MaHBI3Jbl aclekTiiepre apHanraH. Kasipri yakpITTa OyJ1 Mocele J>KaHaJaH
OacTaraHaapra 11a, OeJICeH Il KacilmKkepiepre Ie YIKeH MoH Oepei. ABTopiiap OM3HECTI bIHTATAHIBIPYIBIH KapKbLUTBIK
O/IiCTEpiH kKOHE HBICAHIAPBIH KAPACTHIPAMbI, COHMAi-aK onap/pl MaiijanaHy OOWBIHINA MPAKTUKAIBIK YCBIHBICTAp
oepeni. KocimkepmikTiH MakcaThl Tayapiapbl, KYMBICTApJIbl HEMece KbI3BMET KOpCEeTyJepi HapbIKKa IIbIFapy,
COH/Iali-aK KYPTIIBUIBIKTHI TaHy, JKEKe TYJIFa PETiH/AE OHbIH MaHbI3/IbUIBIFBIH TYCIHY apKbUIbl TaObIC aily OOJIBII
TaObaApl. Anaiaa, KoCImKepiiep HapBIFBIHAAFBI Oap ToyeKenaep oJapibl a3alTy >KeHIHIe Iapanap KaObLiaayra
MoxOyp. Kommanus e3 opinrectepiHe opTak mpolOiieManapibsl TapTy apKbUIbl 63 TOYEKeNJepiH TOMEHAETYTe
KabOinerTi. MyHzaai skarjaiiiapia akIMOHEPJIK KOoFaMJap, Kap>KbUIBIK JKOHE OHIIPICTIK TONTap KYPbUIybl MYMKIH;
KOCIMOPBIHAAP aKIMsIapbl CaThIl axajgsl HEMece oJiapibl e3apa Oejice ajanuel, TYpJi KOHCOPIUYMIApFa,
KaybIMIACTBIKTApFa, MY IZCJIepre KOChUIa alajibl.

TyiiiH ce3aep: Kap>Kbl, MEXaHU3M, KOJIIAy, KOCIIIKEpIIep, TOyEeKeIAep, XeDKUPIILY.

P.K. BepcrembaeBa, H.b. PyGenkoBa, 7K.A. Toiizkururosa
Kazaxckuil yHuBepcUTET SKOHOMUKH, (PHHAHCOB M MEXTyHAPOAHOHN TOPTroBIH. r.AcTaHa

®UHAHCOBBII MEXAHM3M I10 IOJJIEPKKHU ITPENIPUHUMATEJIENR
N XEJ)KUPOBAHUME UX PUCKOB

AnHotanusi. HayuHas craTesi TOCBSIIEHAa TakOMy Ba)KHOMY aclleKTy, Kak (DMHAHCOBOE CTHMYJHPOBaHHE
HIpPEeJIpPUHIMATENBCKON NESTENbHOCTH M MOMCK HOBBIX METOJIOB €€ CTUMyNIHpoBaHUs. Ha naHHBIM MOMEHT 3TOT
BOIPOC UMEET IIMPOKOE 3HAYEHHE KaK IJI HAYMHAIOIMX, TaK U aKTHBHO JAEHCTBYIOIIMX MpealpUHUMATENEH.
ABTOpBIpaccMaTpuBalOT (UHAHCOBBIE METOABI M (OPMBI CTUMYJALMHM OW3HEca, a TaKKe [aeT INPAaKTUYECKHe
PEKOMEHIAMM 10 WX HNpUMeHeHuio. llems mpeanmpuHUMAaTeNnbCTBA CBOJWTCS K H3BJICUYEHHIO J0XOJa 4epes
MIPOM3BOJICTBO M IIOCTaBKYy Ha PBIHOK TOBAapoOB, padOT WM YCIyr, a TaKXe K OOIIECTBEHHOMY IPH3HAHMIO,
OCO3HAHHMIO CBOEH 3HAYMMOCTH KakK JWYHOCTH. ONHAaKO, CYHIECTBYIOIIME PHUCKM Ha PBIHKE HpEANpUHUMATETIeH
BBIHYKJIAIOT MPEANPUHUMATh MEpPbl M0 MX CHIKEHHIO. llpennpusitue uMeeT BO3MOKHOCTh YMEHBUINTh YPOBEHB
COOCTBEHHOTO PHCKa, MPUBJIEKasl K PEIICHUIO OOIMX MpoOieM MapTHEpoB. B Takux ciryyasx MOTYT cO34aBaThbCs
aKIIMOHEpHbIe O0LIeCTBa, (PUHAHCOBO-NPOMBIIUICHHBIE TPYNIBL; HNPENIPHATHS MOTYT HPHOOPETaTh AaKLIUU HIH
0OMEHUBATHCS UMH MEXKIY COOOM, BCTYNATh B Pa3IMYHbIE KOHCOPLIUYMbI, aCCOLMAIINN, KOHLIEPHBI.

KaioueBble ci10Ba: prHAHCHL, MEXaHU3M, TIOAJCPIKKA, PEATTPUHIUMATEIH, PUCKH, XeIDKUPOBAaHHE.
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