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Abstract: Integration and interdependence are becoming increasingly essential concepts. It is time to stop saying things like
"watching your neighbour's house burn while staying calm." Things like commodities, people, and money will be able to travel
freely in a genuinely globalised world market. However, there will also be hazards, particularly financial risks. Although
integration is continuing to expand, risks are continually being concealed and growing across a wide range of domains. In
tandem with the expansion of human civilisation and the increasing complexity of people’s activities, the challenges people
face have also become increasingly diverse. Every single day, whole new forms of threats that have never been seen before
come into existence. The process of identifying and evaluating hazards will allow us to manage those risks more effectively.
We want to use this article to suggest a few potential approaches that the Vietnam Maritime Corporation could take to improve
its financial risk management. As a result of this, the paper proposes risk management solutions that are based on the following:
(1) reviewing client information; (2) actions after the sale; (3) credit insurance; and (4) keeping track of bills that have not been
paid.
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1. Introduction

The term “risk” is widely used in today's economic and social life. Risk is defined as an unpredictable negative event,
characterised by its occurrence, time, place, severity, and consequences. With various approaches, different schools of thought
have provided different definitions of risk. Broadly speaking, these can be divided into two main schools: the traditional school
and the modern school [2]. According to the traditional school, risk is understood as losses, damages, or an unstable, dangerous
situation that could occur randomly and unexpectedly. However, not every uncertainty is considered a risk. If an uncertainty
has never occurred and its probability cannot be estimated, it is regarded as an accident, not a risk. For a business, it refers to
asset losses or a reduction in actual profit compared to expected profit, or unexpected uncertainties during production and
business activities that negatively impact the company's survival and growth [1].
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According to the modern school, risk is understood as an uncertainty that can be measured and is defined as the difference
between actual and expected values. The greater the difference between actual and expected values, the greater the risk, and
vice versa. In mathematics, the difference between actual and expected values is measured by variance or standard deviation.
This perspective suggests that risk can lead to losses but also offer benefits or opportunities, as it is inherently tied to the
potential for profit. A high-risk activity also carries the potential for greater returns [3]. Therefore, by studying risks, one can
find ways to prevent or minimise risks and seize opportunities for greater profits in the future. Thus, compared to the traditional
view, the modern view of risk is more specific and positive. It not only allows for the measurement and identification of risk
levels but also enables proactive risk management to minimise potential losses and capitalise on opportunities to enhance value.

For businesses, the goal of business activities is to maximise profits or the company's value [5]. Business decisions always have
to take into account the potential for future profits or earnings. However, the future always carries uncertainties and unexpected
events that may cause results to fall short of expectations, posing a certain risk. From a business perspective, managers agree
that business risk is the fluctuation or difference between actual and expected rates of return [6]. Vietnam Maritime Corporation
was established on April 29, 1995, by the Prime Minister’s Decision with the mission to be the core, leading enterprise in
Vietnam’s maritime sector. Previously, the company was known internationally as Vinalines. On August 18, 2020, the
corporation officially transitioned to a joint-stock company in accordance with Decision No. 751/QD-TTg, issued by the Prime
Minister on June 20, 2018. The new brand of the corporation, when it became a joint-stock company, is VIMC (Vietnam
Maritime Corporation). VIMC's charter capital is VND 12,006 billion [4].

Maritime services encompass various activities primarily related to the sea [7]. These include industries such as shipbuilding,
maritime transport, and port operation; and auxiliary services such as pilotage, maritime safety, brokerage, logistics, and cargo
handling [9]. Sea transport is a method of moving goods using vessels and infrastructure [10]. Sea transport vehicles include
ships and cargo handling equipment. The infrastructure supporting sea transport consists of seaports, which serve as hubs for
loading and unloading goods between sea transport and other modes of transport. Port services include: ship navigation support
systems; systems facilitating ships' entry into ports; loading/unloading systems; storage systems; and inland transport
connections. Logistics services encompass all activities related to planning and organising business services involving transport
(sea, road, air, inland waterways, etc.), as well as warehousing, arranging, packing, and preparing goods for transport and
distribution as required by the client [8].

2. ldentifying Financial Risk Management in Vietnam Maritime Corporation

Vietnam Maritime Corporation was transferred to operate under the model of a joint stock company from 18/08/2020, with the
first fiscal year running from 18/08/2020 to 31/12/2020. The Corporation has prepared separate financial statements for the
accounting periods from 01/01/2020 to 17/08/2020 and from 18/08/2020 to 31/12/2020, in accordance with the accounting
regime on making separate financial statements.

For the Consolidated Financial Statements, the Corporation prepares them for the whole 12-month fiscal year ending December
31, 2020. One of the successes of businesses is to identify the risks they encounter in their activities as a basis for taking
measures to control, handle, and finance these risks [13]. Identifying financial risk is crucial because only when the business
determines there is a risk can the next steps of the management process begin. VIMC considers financial risk identification
activities, primarily through the analysis of financial statements and indicators, along with the support of information systems.
Accordingly, businesses often face four types of financial risks: Market risk, commercial credit risk, liquidity risk, and financial
leverage risk [11].

Financial risks include declines in financial prices and decisions that affect the profitability of the business [12]. Therefore, it
can be said that the risk of financial depreciation is the difference between actual profit and expected profit associated with the
fluctuation of market price factors such as interest rates, exchange rates, commodity prices or securities [16]. Hedging the risk
of financial depreciation is often associated with the use of derivative financial instruments such as forwards, futures, options
and swaps [15].

Unlike the risk of financial depreciation, the risk from implementing financial decisions is the difference between the actual
profit and the expected profit of the enterprise associated with financial activities such as capital mobilisation, investment in
business capital, or profit distribution. This includes risks such as financial leverage risk, debt settlement risk, bad debt risk,
business leverage risk, inventory risk, liquidity risk or cash risk of the enterprise [14].

e Credit Risk: Receivables are increasing rapidly, aligning with the expansion of production and business scale, but

there is a decrease in the turnover of receivables [17]. Although businesses have also taken measures to manage
receivables, the huge increase in receivables has increased credit risk for businesses [18].
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o Liquidity Risk: The liabilities of businesses fluctuate upward, followed by an increase in short-term assets [20].
Identifying liquidity risks reveals that the solvency of businesses fluctuates significantly, particularly at the beginning
of 2020 when the Covid-19 pandemic broke out, making it difficult for many economies to implement social
distancing and trade. This volatility has increased liquidity risks for businesses [19].

e Financial Leverage Risk: The debt ratio increases at the end of each period, indicating that businesses are increasing
their use of financial leverage to increase ROE [22]. The increase in the average debt ratio led to an increase in the
use of financial leverage, but the ROE fluctuated downward. Thus, the use of financial leverage is ineffective if the
size of capital increases and the efficiency of using business capital is reduced due to poor performance in managing
receivables [23].

e Exchange Rate Risk: The fluctuation of the exchange rate globally and domestically, under the regulation of the
State Bank, has greatly affected businesses in the production and business process [24]. Businesses are exposed to
exchange rate risks, and this item has experienced great fluctuations in recent years, in an upward trend and then
decreases with a tendency to decrease more than increase.

e Regarding Financial Risk Control and Prevention: VIMC has used control and prevention measures for credit
risk, payment risk and exchange rate risk. These measures include measures applicable to VIMC and measures for
each type of risk in member units [21].

General measures are:

The Finance or Accounting Department also plays the role of financial risk management [25].

Hiring organisations and individuals to advise and guide enterprises on issues related to financial risk management.
Organising and operating the internal control system in each member enterprise.

Conduct property insurance.

Financial planning.

Specific measures for each type of risk:

e Credit Risk Control: Apply OTC sales policy; analyse the creditworthiness of new customers; only conduct
transactions with customers with an appropriate credit history.

e Liquidity Risk Control: Maintain a reasonably high level of short-term assets compared to the principal liabilities,
regularly monitor accounts payable and anticipate future payables. Adjust the impact of financial leverage.

¢ Exchange Rate Risk Control: Linking with banks in payment; regularly monitor exchange rate fluctuations to limit
adverse effects on businesses, and implement L/C contracts in payment.

Fifth, regarding financial risk financing: One of the measures that VIMC uses is to set aside provisions and use reserve funds
[28]. The reserve fund compensates for the shortage of capital, making it very important for businesses. In addition, businesses
sometimes open letters of credit (L/Cs) at banks to minimise financial risks in trading activities with exporters [26].

2.1. Limitations and Causes of Limitations in Financial Risk Management at VIMC

Firstly, financial risk identification activities are primarily based on the analysis of financial statements, a common method
used by most businesses [35]. However, businesses have not applied modern financial risk identification methods, especially
tools to forecast financial risks, so the effectiveness of financial risk management is not yet tall. In fact, businesses have not
used any tools to forecast financial risks [27]. Therefore, the effectiveness of financial risk identification at VIMC is self-
assessed as average. Secondly, VIMC and its member enterprises are aware of the risks they face, but the measurement of
financial risk is mainly limited to qualitative measurement methods [29].

VIMC also believes that risks arise from various internal and external factors, preventing the business goals from being
achieved. The measurement of financial risks of enterprises has relied solely on simple qualitative methods, avoided using
quantitative methods, and failed to properly assess the financial capacity, level of losses, and risks of enterprises [30]. This
approach has reduced the effectiveness of their financial risk management. Among the risks that enterprises encounter, they
only use the sensitivity method to measure exchange rate risks, while no tools have been used to measure other risks. Therefore,
the effectiveness of financial risk measurement in self-assessment enterprises is average [34].

Thirdly, financial risk control is a very important stage, especially for the shipping industry. Financial risk managers attach
great importance to this issue, but in fact, financial risk control solutions are still limited and not really effective. Practical
example of exchange rate risk [31]: Only L/C contracts have been used. Previously, when the State Bank did not provide
guidance on exchange rate management, businesses did not use derivatives to hedge exchange rate risks, and VIMC itself had
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not prioritised exchange rate risk prevention as a mandatory aspect of corporate governance. In fact, businesses estimate the
level of exchange rate fluctuations in the short term, calculate the worst exchange rate adjustment announced by the State Bank,
and compare it with the difference between USD and VND deposit interest rates to decide whether to use exchange rate hedging
[33]. Actually, businesses do not want to incur more costs because they believe exchange rate fluctuations are beyond their
control [32].

Fourthly, financial risk financing is an indispensable component of financial risk management. Still, VIMC is sometimes
passive in allocating financial resources and forecasting potential losses early to prepare for them once they occur. Enterprises
have also set aside provisions and used reserve funds to finance financial risks, but not all member units have done so. Fifth,
financial resources and human resources for financial risk management activities in enterprises are still lacking and not really
effective.

3. To Propose Solutions to Improve the Ability to Control Financial Risks in The Vietnam Maritime Corporation
3.1. Checking Information About Customers

Transparency about customers is paramount, so before deciding whether to implement a credit policy, it is essential to gather
information about customers and conduct credit checks based on reliable sources. This helps businesses minimise expenses
related to the management of receivables. This test can be conducted using a combination of various methods. In addition to
the ways that Maritime enterprises have applied in chapter 2, the author would like to mention some ways as follows:

o Meeting Customers: Nowadays, meeting customers is often done via phone or the Internet due to advancements in
science and technology. As a result, it can be difficult to grasp information about the customers the business is
cooperating with. Face-to-face contact is essential for businesses, as it provides important information about
customers, informs business operations and management practices, and serves as the basis for making accurate
judgments through these meetings.

o Relationship Between the Customer and the Bank: It is not easy to obtain information about this relationship, but
such information can demonstrate the customer's financial ability to secure debts with the bank. If the relationship
between customers and banks is good, it also shows a part of the commercial credit relationship between businesses
and customers.

e Analysis of Customers’ Financial Statements: Businesses can consider using the Z-score bankruptcy risk
coefficient to assess the risk of customer bankruptcy, taking into account the current financial situation of customers,
in addition to the measures businesses are currently applying.

In addition, businesses can combine factors such as the customer's business location, production, and business processes, which
significantly aid in checking customer credit.

3.2. After-Sales Activities

Sales activities do not end as soon as the business has finished the credit terms; the business needs to continue monitoring
customers by regularly reassessing credit risk. This can be done by:

e Maintain Contact with Customers: Once you have established a good relationship with them, it would be a waste
of business resources not to nurture it. Businesses need to keep in touch regularly to grasp the business situation of
customers. If the business's customers are listed companies, it is possible to monitor them through stock price
fluctuations and assess their financial situation.

e Always Monitor the Customer's Payment Activity: There is nothing to discuss if the customer pays for the goods
immediately, but in reality, this is very unlikely to happen. Usually, the customer will owe the money for the goods
for a certain period of time. Therefore, it is very necessary to monitor debts and take measures to recover them.

For large or small business customers, the debt collection process usually starts with a letter, a fax, a phone call, a lawyer, and
finally, the Court. Such a gradual increase can lead to the risk of damaging the relationship between businesses and customers.
However, businesses cannot delay payment if customers are facing difficulties, as they have many customers, not just one.

Therefore, before applying the above measures, businesses can use “soft skills” in debt collection. Customers are indispensable
in the business process, and they understand the necessity of paying businesses' debts. However, capital difficulties are
encountered by all parties. In this case, the business should have a customer relations department and an experienced specialist
to help customers understand the problems they are facing.
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Different debt collection solutions will be applied depending on the situation with the client's business. The traditional debt
collection method of urging customers to repay debts pushes them into a defensive position, which may not yield high results;
on the other hand, it worsens the relationship between the two parties. Businesses that use lawyers will have a better
understanding of the law but less experience, which aligns with the business's working style. Therefore, the use of a customer
relations specialist will determine the success of soft skills. Customer relations specialists are individuals who understand the
operational fields of businesses, possess knowledge of debt collection, and are familiar with the law, thereby providing
businesses with better debt recovery opportunities.

3.3. Credit Insurance

Credit insurance helps protect businesses from the impact of bad debts, whether customers pay or not. Credit insurance applies
to businesses of all industries and sizes, with premiums quoted based on credit risk assessments. When participating in credit
insurance, corporate receivables will be protected from losses caused by buyers who are unable to pay, pay late or fail to make
payments due to various reasons. The insured credit limit for enterprises is determined based on their risk assessment. The main
benefit of credit insurance, besides protecting the balance sheet, is that it helps maintain the relationship between businesses
and customers. Currently, in Vietnam, companies providing this service include AlG, Bao Viet, Bao Minh, and Eximbank.

3.4. Overdue Debt Management

Overdue debt management is essential in businesses, as it supports customers who are in financial difficulties. Internal data
shows that customers are heavily indebted, and external data shows that other creditors have also taken actions to recover debts
owed by those customers. At this time, enterprises can apply measures such as:

o Debt Sale: Itisa measure businesses use to manage overdue debts by selling receivables to debt trading organisations.
Selling debts will help businesses eliminate bad debts and overdue debts on the balance sheet. Through the sale of
debts, the enterprise has transferred its debts to the debt trading company. The debt buying company can pay in
advance all or part of the value of the debts at the agreed purchase price; it bears all risks of not collecting debts.
However, with this measure, businesses must accept certain losses because the selling price of the debt is always
lower than its value. Depending on the overdue time, the debt collection ability, and the legal strictness of the debt
collection dossier, the likelihood of the business selling that debt is high or low.

e Debt Collection Through Debt Collection Services: This is an agreement between an enterprise and an organisation
licensed to provide debt collection services. Debt collection service business organisations represent creditors in
exercising creditors' rights towards debtors in accordance with the law to collect debts. The determination and
payment of debt collection service prices are associated with debts collected from these activities. The outcome of
debt collection largely depends on the debtor and the capacity of the debt collection service provider. This measure
is usually implemented in cases where creditors lack sufficient human resources and means to carry out debt
collection.

e Debt Collection Through Legal Agencies: Typically, debt collection by legal means, involving lawsuits in court, is
conducted for customers who are unlucky, deliberately delayed, or for disputed receivables through the court's
collection process. The court's decision on the debt repayment obligation, the deadline the debtor must enforce, and
the debt recovery will be handled by the judgment enforcement agency.

4. Conclusion

One of the successes of a business is to identify the risks it encounters in its activities as a basis for proposing measures to
control, handle, and finance these risks. Identifying financial risks is crucial because only when the business identifies risks can
the next steps in the management process occur. Based on a scientific explanation. The author proposes risk management
solutions such as (1) checking customer information, (2) Meeting customers today is often due to the development of science
and technology, creating relationships between customers and banks. Analysing customers' financial statements. (2) After-sales
activities (Maintaining contact with customers; Always monitoring customer payment activities). (3) Credit insurance. (4)
Overdue debt management (Debt sale; Debt collection through debt collection services; Debt collection through legal agencies).
The results have global significance for companies with maritime business activities in developing countries such as Vietnam.
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