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Abstract: Any activity or economic effort is based on a humbg&unknown
and uncertain factors or opportunities simply bseats subject is located in the
future. All decisions or actions that will lead @aoproduction process or act of
foreign trade is inevitably initiated or taken iinccimstances of uncertainty and
risk. There are sometimes situations where thertaingy is too high, making it
virtually impossible because a decision or goaitself or the way that it can
achieve are not sufficiently defined, or that risksild be totally destructive. In
normal economic life, we don’t have to choose betwesky situations and
certain situations, but between different degrdeisk and different outcomes.
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Introduction: This work is structured in four major chapters. Timst chapter
presents general concepts and specific sizing esienask and level indicators characterizing
the size effect at a time. Chapter two describessttonomic risk management, presenting an
analysis model based on three elements: varialudist of risk and risk treatment. In chapter
three specific are analyzed risk factors in intdomal economic relations as processes that
have fostered the development of trade and econdavielopment as part of human society.
The last chapter outlines some specific risk factdrforeign trade with agricultural products
that act in hopes demand for food.

1. Dimension of economic risk

Over the last two decades, risk management in ¢baeanic activity as well as its
implications on the economic entities brought al@uexplosive development of technical and
methodological approaches of the concept. Thischspeeurred over a period of increase of
interdependence degree of the economic systemacaederation of the information flow.

As a result of this process, the diversity of tecahand methodological approaches
was explained strictly on a disciplinary basis,ngefounded on a number of criteria varying
from the commercial, financial or investment ones to the psycho-sociological or
philosophical ones. This particular approach df gy induce to the economic receiver the
perception of non-systematisation of the accometisinalytic constructions and of dynamics
of chaos in this new universe of economic knowledge

Under the circumstances of maintaining and evereasing the risk and uncertain
situations, setting up thask dimensionsshowed by the size of the effects it generates,
becomes compulsory. As a result, the multitude ethmds that makes up the instrument of



determination of the risk effects size are basedthen use of somdevel indicatorsthat
characterize the size effect at a certain point.oAgnthe various assessment methods are
relevant those that capture and characterize theedeof complexity and size effects, at a
certain point and in dynamics.

The size of risk effects can be expressed by thansi@fquantitative indicators
where the emphasizing of some dimensions of riggoemtered in technical and economic
fields are necessary, and if the risk concerndipaliand social areas, tlhedicatorsthat are
mainly used are thgqualitative ones. In some cases, the simultaneous employnidmtio
gquantitative and qualitative indicators is partaiy effective, especially if those forms of risk
relating to economic or technical dimensions hawmesequences on the social level as well.
Depending on the decisional situation circumstantles quantities used to quantify the
uncertainty level, can be classified into two catésgs: indicators that are specific to conditions
of uncertainty and indicators specific to risk citiods.

A. Indicators specific to conditions of uncertainty

Among the quantities used to describe and assessuticertainty level in the
economic practice the following indicators are eoypd:

* the worst result;

* the best result;

* the result(s) with the greatest plausibility.

a) The worst result (d"") of a decisional alternative (Mcoresponds to that particular
decisional consequence that may occur when the rpessimistic hypothesis were
accomplished on the external environment impacme&wnes this indicator is used as a
decisional constraint that serves to eliminate viaatnts considered being too risky. Moreover
the worst result is used as a decisional criteeomployed by thepessimistic method of
decision consolidatign elaborated by the statistician Abraham Wald oe toncepts
formulated by the mathematician John von Neumahis hethod is applied especially by the
managers who show aversion to risk and who belieaethe best alternative decision is the
one which triggers the best results in the mosavorable circumstances.

b) The best result () of a decisional alternative (Vis represented by the
decisional consequence that may occur when the nopsimistic hypothesis were
accomplished on the external environment impacts Tidicator is used as a criterion of
assessment employed by tbptimistic method of decision consolidati@rich is applied
especially by managers who show preference towastisand who believe that the best
decision is the one that brings the best resulieuthe most favorable circumstances.

c) The result(s) with the greatest plausibility;(jpof a decisional alternative (M
corresponds to that particular consequence (oritomldt of consequences) in connection with
which the decision-maker thinks it might have die tchances of accomplishment. This
indicator can be calculated only when the decisi@ker can appreciate, even if not very
rigorously, the chances of occurrence of variougest of nature. The assessment of the
decisional alternatives based on the most credésslt, although it cannot provide a greater
accuracy to decision consolidation, it can howguevide a simplicity and efficiency to this
process.

B. Indicator s specific to risk conditions
The description of the risk conditions can be aqu®hed both by employing the indicators
specific to situations of uncertainty and sizeg ttzm be determined only based on probability
distributions of decisional consequences:



» probability of adverse results occurrence;

* mathematical expectation (expected value) of result
e average square deviation of the results;

» coefficient of results variation.

a) probability of adverse results occurrence;ps an indicator that shows the
chances of the decisional alternative implementafig) to have losses as a result. This size
can be calculated in two ways, depending on the ofghe random variable that characterises
the decisional situation.

* when adiscrete type random variablis used the occurence probability of some
negatice results for a ; Variant is provided by the following:

r
P, = Z P« (1.1.)
k=1
where:
p* are the probabilities coressponding to the stafemture for which the variant V
will record the negative results.
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Figure 1. Reprezentation of the probability as aisienal variant
that would have losses as a result

* whenthe decisional situatiors characterised by aontinuous type random variable
having a spreading density f(x), the probability aifcurence of some negative results
(reprezented by the blackened surface in figureah)be calculated by using the following
formula

0
P, = If (X)dx (1.2))

where:
& is the inferior limit of the possible results intal of variant \ (a < 0).

This indicator is used in assessing decisionatrateses especially by managers who
exhibit risk aversion and who dedicate great imgare to the possibility of recording losses.
Its relative simple method of calculation givestagr efficiency to decision consolidation but



the rigorous evaluation is affected by the factt thaly negative results are taken into
consideration.

b) mathematical expectation (expected value) ofutes (EV,,)) is a size that can be
considered an average of the potential decisiomaequences of a decissional alternativig¢ (V
balanced by their ocuurence probabilities. Thisicatr can be determined in two ways
depending on the random variable type that chaiaesethe decisional situation.

* When adiscrete type random variable used the mathematical expectation of the result
of a decisional variant (Yis given by the following formula:

EV() = Zpkaik (1.3))
K

where:

px is the accomplishment probability of the natusgesSN,;

ax Is the result that the decisional alternative) (Mould have when the nature state
SNc.were accomplished.

 When the decisional situation is characterized cytinuous type random variable

having a spreading density f(x), tieathematical expectatioof the results of the V
decisional variant can be calculated by applyirgftilowing formula:

EV () = [x O (x)dx (L.4)
Vi
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Figure 2. Representation of the probability distrilon for the two variants
with the same hope mathematical decision

In statistical decision theory, the mathematicagdeztation of the results is presented
as the most important element of decision consididaunder risk. However the rigorous
evaluation of decisional alternatives by using thdicator is influenced by the fact that it does
not show all aspects of vulnerability reflectedabgourse of action. For example, in Figure 2
there are represented by probability distributioh$wo decisional alternatives -V1 and V2 —



that have the same mathematical expectations witieans that being assessed by this
criterion would have the same value. However it ipayoticed that the [a2, a3] interval of the
potential consequences of Vlvariant is much smahlan the [al, a4] interval where the

consequences can take values of variant V2. MorgbeeV1 variant compared to V2 variant

shows that the latter is more vulnerable to advelseslopments with respect to a foreign

environment but it can provide improved resultgavorable conditions.

For a rigorous decision consolidation under coadsiof risk it is necessary to use
mathematical expectation of results combined witteoindicators of uncertainty, especially
with sizes that show the decisional consequencgsediion: the average square deviation,
coefficient of variation, etc.

c) the average square deviation of the resuds) (s a size that shows the degree in
which the consequences of the decisional alteresiti(y) differ from the mathematical
expectation of their results. There are two methadd¥etermining this indicator depending on
the type of random variable that characrerisesléugsional situation:

* When adiscrete type random variables used the average square deviation of the
decisional variant results (Ms given by the following formula:

0; :\/kzr:;pk[EV(ai)_aik]Z (1.5)

* When the decisional situation is characrerised bgomtinuous type random variable,
having spreading density f(x), the average squadation of the decisional variant
results (\Y) can be calculated by using the following formula:

o, = | x*f(x)dx w.6)

As an indicator of the decisional consequencesedsspn, the average square
deviation is a quantity which reflects an importaspect of uncertainty, being recommended
in statistical decision theory to consolidate bdseisions under risk. However in evaluating
decisional alternatives, there should be taken @otasideration that thips particular indicator
reveals only the absolute dispersion and not tla¢ive one of the results. The intricate method
of calculating this size determines the managergréber simpler indicators for elaborating
decisions under risk.

d) Coeficient of results variation (GY is an indicator that shows the relative
dispersion of the consequences of a decisionahalige (\/). This size can be calculated by
relating the average square deviation to the resuwithematical expectation:

cv o, = — 2
EV (a,)

(1.7)

As well as in the case of the average square dewjahe relative complexity of the
computation method determines the managers to a&sdssing the decisional variants by
using this indicator.



2. Economic risk management

Risk management and implicitly restricting the phenomena which tdib the
activity of economic entities involve the consotida of two additional sizes: one that can be
quantified through the gravity level and financ@nsequences associated to risk (which
allows economic entities, depending on the probiglmf risk occurrence to assess the possible
damage), and the second size referring to thaoe&tip between costs and risk management.
Thus, once certain risks were identified they maylimited or eliminated only if certain
protective measures are well founded. However, megsure, (insurance, establishment of
special risk funds) involves an additional costetthincreases the regular and mandatory costs.

The two components of risk management, the contplex the phenomena and the
cost of risk represent the support for the diaghasid implementation of some viable
solutions in transformation of the size effects.

A simple model of analysis of the risk extean be accomplished by using the following:
» variability — representing the size of damage, namely theitgraand size of
consequences that can be determined by damagegaienomena.

* risk cost- assessing the size of probable and possible gathat an economic entity will
undertake, financially speaking;

« risk treatment corresponding to the set of techniques thatcam@mic entity will adopt
in the view of reducing consequences and risk ioggicitly.

Variability works together with the involved systems and thésting type of
relations. The efectele are accomplished on diftetiene horizons, hence their posibility of
overlapping and interconditioning. When the riskaasated losses are at a cost that cannot be
financiallly supported by the economic entity tteigbility is at its maximum level. (figure 3).

Treatments

w

Treatment by
Variability limits (maximum possible transfer

Variability

Y.
Provisional
treatments

v

Figure 3. Variability risk

Risk costencompasses three elemenets:
* Expenses for investments and working solutionsdimtat risk prevention and protection;
» Transfer expenses of risk effects upon third psytie
* Losses that cannot be avoided regardless the nerapoyed by the entrepreneur or
decisions he/she takes.



Risk treatmentis based on its assessment followed by capacitiyeotlecision-maker
to apply certain measures in order to place thepamyis activity within the limits of bearable
cost and variability. The bearable cost term, regmés for an economic entity the existence of
a maximum limit beyond which management may hawmeic consequences that can not
be supported (Figure 4).

Therefore, the risk cost is the amount that carrifle ascribed. Moreover, if the
subject of insurance is represented by risk instgathe bearable cost involves taking into
account and defining the cost levels required tptha insurance premiums. Risk avoidance
and its adverse effects on economic entities d@gtiviay be achieved through constructive
activities that prevent and that involving certgpecific expenses.
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Figure 4. Risk dimension in comparison with freqryeaf occurence (variability)

Losses that determine the variability are refleétedconomic entities activity divided
into three categories three forms:
* Direct loss - loss of a part of the company asdess of interest areas;
» consecutive loss — lack of earnings as a redufome accidental stops, but repeated,
occurring in a relatively short period of time;
« indirect loss - loss of reputation, of customérss of market.

Based on the two dimensions of bearable cost,ntle mentioned that variability
does not have a specific value when the risk e by a voluntary or compulsory
insurance.

The two dimensions of risk, namely variability armbst, outlines the risk
management policy characteristics and specify tea where the economic entitypkaced.

Being aware of the risk’s area of occurrence anibmacand purely speculative,
economic entities may decide to take some spqmiéicautions and transfer.

Preventive activities are related to the activitieferring to minimizing cost of risk
under the circumstances of phenomena accomplisbfimgcurrence. They aim at reducing
variability in the size of the consequences duergvention activities of occurrence of such



risks. Precautions measures will be effective dhlthe internal and external variability is
known.

Therefore, the means of intervention in risk preéien are diverse and their
application in the view of reducing costs is accbsimed gradually. The means of control
through prevention and protection, as a dynamimfof action against risk, are intended to
reduce the possibilities of risk occurence duerew@ntive measures that ensure risk reduction
and limit the loss volume that would occur evenamzbnditions of risk.

Means of control through risk transfer are applieab cases where risk has a higher
level of tolerance allowed by the economic entitg @an not be controlled by specific means
of prevention or protection. In any event, the egoit entity acts to transfer all or part of the
third party risk based on contractual relationse Transfer operation accomplishes the risk
variability transformation in cost by a transfereag To financial hedge risks, the conversion
agent or risk takeover is, in most cases, the Gimhmarket and the takeover of pure risks is
done by insurance companies.

According to some authors’ opinion, in order to mfifg risk economic entities must
identify those decisions that would ensure the aomypenalty at a lower level than the risk
effects. Risk estimation and its effects can beoagdished only if the decision-makers are
aware of the probability and extent of effectsyiig and dynamics displayed. The criteria for
classification and assessment of the effects aoceipgd according to three dimensions:
*size (complexity, number of variables);
simportance (the time factor);

* probability (degree of uncertainty determineciprobabilistic way).

Figure 5 shows the possibility of occurrence of egrarticular series. Thus, in the G
point the probability of an event occurrence is,lgiven that the size and significance of the
effects is great. In section E future events maguoevhose effects are of limited significance,
but are of considerable size and with a high praibabf occurrence.

A
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F(1; 0;: 0) (1: 1: 0)
G(1: C: H(1: 1
A0 O D(0: 1: >
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Figure 5. Risk quantifying

To ensure a real assessment of the size of ripkcdly in terms of comparability, it
IS necessary to convert on the equity bases thitajive aspects in quantitative aspects. In



this respect we use different methods of aggregatly using typical ladder ,+.0.-” - for
positive and negative influences.

The probability of effects accomplishment is pr@ddby the system complexity that can
develop the risk. It can be interpreted as "objettwhen the observations are real and are
based on statistical data obtained through obsenstn a period of time, or "subjective" if
the effects come from the impossibility of complkt@wledge of the phenomenon.

Out of the information presented so far it can b&ced that the risk issue is more complex
than it appears at first sight thus without a maitterion and multidisciplinary approach we
cannot achieve a rigorous classification of thi'sislifferent facets displayed in the economic
activity.

3. Risk factor s specific to inter national economic relations

The international economic exchanges can be carsides the vital function of the
macro-organism called global economy. The link leetw the entities that form the global
economy and from which each national economy resesubstances it needs (that can not
produce by itself) is accomplished by the intaoretl trade.

The international trade occurred when some of tlieeat national economic systems
did not exist, others were in their early staged has evolved with them, becoming more
complex with increasing number of states, developgna®d diversification of the economy.
The states of the world unbalanced resource endatsi¢he determining factor the existence
of international economic exchanges. The greaeuiffces between the participants in these
exchanges, from climate and geographic locationiab@nd psychological elements to the
legislation and technology, generates the compl@fitnternational trade.

Like any organization, the international trade nimey as well affected by certain
dysfunctions that may influence it either entirelyonly constitutive parts or basic elements
(economic entities, companies). The source of tbhstrmmportant failures that influence the
economic entities, and the international trade iaitpt are the risk that became reality.

Risks arise virtually in every phase of world trade, ngeithe main enemy. The
negative influence of risk may be seen both asekssaused when they occur and as a
psychological factor that hinder trade. The factbeg generate risks in international economic
relations are controllable factors, like unskilledman resources or even ill will and
uncontrollable factors as wars, revolutions or raltdisasters, etc.

Riskshave evolved with the economic exchanges and tasgsified on the extent
of develoipment under the economic aspect of hustamety, currently being an economic
category of its ownAmong the processes that have supported this tremdnention the
following: increase of volatility of economic variables, depenent of financial innovation,
external debt crisis of developing countries, depeient of alternative exposure techniques
that approach insurance, the widespread use maticaimaodels to control risk .

4.1. Volatility increase of some economic variables

Beginning with the 70s of last century the approaickome risk categories witnessed
significant changes as a result of the volatilitgrease of economic variables. The types of
risks affected by this process included: currensk, mrisks associated with price variation of
raw materials, interest rate risk, the risk of angoactions, etc. The main events of the last
century which influenced the volatility increasetb& economic variables can be summarized
by:

a) the US dollar conversion into gold was suspended on 15th August 1971. This
aspect marked the collapse of the internationalataoy system from theBretton Woods in
1944 As a result of this event, in many states hadngarket economy was instituted the



system of floating exchange rates that led to tteelarated increase of the exchange rate
volatility. Under these circumstances, the resoltsome international transactions were risky
to a great extent which led to granting a greatgpartance this type of risk when taking
economic decisions. This brought about the devedpnof a considerable number of
techniques and control instruments of exchangerisite

b) Political developmentsin Asia and Africa, in particular the amplification process
of decolonization, led however the loss of control that some firmsin developed countries
had on raw materials exports bringing about the increase of their pvckatility. A particular
trend was registered on the world oil market whereDecember 22, 1973, the Oil Exporting
Countries decided to increase the oil barrel pudech remained stable for decades, from 3 to
12 U.S. $. This decision, whose effects became knasvthe "first oil shock”, brought about
considerable difficulties for many businesses, fitten entire world economy. In the following
years, both the price of oil and the price of otheawv materials often experienced abrupt
fluctuations, which contributed to the granting af special role in economic decision
consolidation to the analysis of potential effeaftsaw materials price fluctuations.

¢) In the years that followed the Second World War, in most countries having
mar ket economies, the keynesian monetary policiasere applied, policies that had among
their characteristics the maintaining, sometimemndorced, of the interest rates stability. The
late 70's were marked however by the applicatiorthef neoliberal concepts in economic
policies in many countries which had as a conserpiéime significant increase of the interest
rates volatility. In the U.S.A., for instance, i879 the margin of federal funds rate fluctuation
(the interbank market interest rate) was incredsmad 1.25 to 5%, decision that as caused
significant fluctuations in the interest rates. S'development brought about great difficulties
for traders leading to the increased importanagated to interest rate risk in the analysis of
some credit and investment operations.

d) After the great crash of the New York Stock Exchange in October 1929 a long
period of time followed whemo shocks were recorded on the strong capital mask&©n
October 19, 1987 (day also known as the "Black Mghdbut, on the same New York Stock
Exchange, the Dow Jones fell by 22.6% (nearly tw®$ more than on the "black Tuesday" of
October 29, 1929 when the rates values decreasadarage 12.8%) causing losses of nearly
500 billion dollars the in whole world economy. $imew high crash triggered a chain reaction
in the following days in other Western stock exa®s) where significant falls of share rates
took place, this aspect revealing strong links keetwcapital markets worldwide. These events
contributed to the importance increase of the aflevolatility analysis to base investment
decisions in securities in the coming years.

Increased volatility of these variables was plaredn interdependence relationship
with the weigh increase of some speculative opmmaton financial markets. By giving up to
maintaining the stability of some rates, specaoitatiflourished that frequenlty caused
significant and unpredictable fluctuations of ratdader these circumstances risk management
importance associated to high volatility variabhleseased.

Last century 70's were marked by the emergence lafge number ofinancial
innovations (futures contracts and on options on some rat€/V/Nand SUPERNOW bank
accounts, variable-interest bonds, etc..) thatifaigd the financial operations. Some of them,
especially the futures contracts and those on wgtiovere preferred due to the speed of
facilitating transactions in time and to the posisybof being used in monitoring price risks.
Using these tools, which can be purchased in astoyt time (within hours or even minutes),
provided high flexibility to managing those riskloreover, financial innovations were
applied widely in speculative operations which ieg@ complex dynamic approach to price
risk.
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4.3. Foreigh debt crisis of the developing countries

At the beginning of the 80's, last century, assalteof the significant rise in interest
rates for loans denominated in currencies Westeuantcies,the debt crisiswastriggered in
developing countries. Most of the states had already experienced majéicudties arising
from the increasing oil prices, and thus they endpdin the situation of being unable to
reimburse the received loans. On August 11, 1982Mkexican government announced the
suspension of foreign debt payments, and it wagtlghfollowed by other developing
countries. The failure of paying back the loansatgd major problems to the creditor banks,
some of them being on the brink of bankruptcy. Tdspect increased the importance of risk
management partnership within the credit operations

4.4. Development of risk-treatment techniques alter native to insurance

Currently insurance is considered the most important method of treatiisk

exposure. To many managers, risk management bousi do mere signing an insurance
contract. Some of this process drawbacks and edjye@ certain stiffness of security
institutions to adapt to a changing business enwilent have made more companies to move
to other methods of risk treatment in recent years.
Increasingly more large companies have been tgingake a proper image of the risks they
face. Treating them as parts of a single portfdi®y expect to give up buying insurance
policies to cover every potential loss. They hopecover the risks by using as few or no
insurance policy at all.

The result of taking risks into consideration ibwsiness to cover other risks, were
caused by the fact that insurance against ceriglia (such as earthquakes) have become less
necessary. This is terrible news for insurers ojomeategories of risks, which are about to
lose more business. This has already happeneceitrdditional insurance fieldptoperties
and damagé(P & C). Many large companies approach risks &f € type internally, through
the so-called "self-insurance”, instead of buyingurance policies. Most insurers are not
innovative. Therefore they keep on losing theitcoeers.

The problems of adjusting insurance institutionsnewv business developments
considerable effects of the terrorist attacks opt&mber 11, 2001 were added. Their
magnitude made governors intervention necessarthenS.U.A. to rectify the insurance
industry.

Moreover, after the terrorist attacks of Septembgr 2001, the major insurance
companies have either dropped to provide furthetegtion against terrorist actions or they
have requested large premiums for this, prohibitoremost businesses. The current decline in
the insurance sector could determine many econentities to move to other risk treatment
techniques in the future.

4.5. Widespread use of mathematical modelsto control risk. The high complexity
of transactions undertaken by some financial ustihs and banks has made many of them to
usemathematical models of risk management. Over the last decades several models have
been developed (VAR model, model Delta, Black & &b model, Garman & Kohlagen
model, Cox model, Ross & Rubinstein etc.) which,degomplishing an operational analysis
of risk, enables a rapid response when conditiohsthe exposed operations change
unexpectedly.

Generally used together with some sophisticatedisid&c support systems
(information systems, expert systems, etc..) ththemaatical models of risk management have
demonstrated their efficiency in terms of relath@mality. However, in times of economic
crisis, due to the unpredictable changes from thantial markets, the application of
mathematical models in risk management has notth@dexpected results. Such situations
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have arisen in particular on the financial marlddieng 1997 and 1998 when many financial
institutions engaged in investment recorded sigaift losses.

Currently companies try to work out these deficieac More power is now being
granted to risk management departments. Moreoegeral large investment banks will rely
less on models and more on the skills of the geimals to assess markets in the future. They
will have to be able to answer the questiorhat would happen if our assumptions were
wrong?".

The financial crisis of 1997 and 1998 showed that hathematical models of risk
management, no matter how sophisticated they vséi@jld not be considered infallible. This
aspect derives from the inability to capture inregle model of all factors of influence on the
processes studied. In certain circumstances, agehad in the period 1997-1998, just the
neglected aspects in the mathematical model coalt la considerable influence on the
exposed operations. However, despite this limittheatical modeling remains an essential
process in managing risks associated with finanti@hsactions that requires a special
efficiency.

5. Specificrisk factors of foreign trade with agricultural productsthat operatein
the area of demand for agro alimentary products

Gradual liberalization of agricultural markets undbe impact of the Uruguay
Agreement on Agriculture (1994), the increase daficadfural competitiveness and rigorous
quality control and health of agricultural producggjuire taking into consideration of all risk
factors that may affect the progress of agricultanad food trade between two or more
national economic systems.

The first step towards identifying the risk facttinat occur in the global trade of
agricultural products is to define its main dimensi. We distinguish five dimensions, namely:
edemand for agricultural products;

*supply of foodstuffs;

« analysis of markets where the agricultural aratifproducts are quoted and traded,
econduct of the transaction itself;

* systemic restrictions.

a) The demographic increasés the first risk factor that influences the dewhan
World's population has experienced an explosivevtirmver the past 130 years, from several
hundred million in 1870 to over 5.5 billion peoptalay. Demographic forecasts show a total
of 8.2 billion people in 2030 (FAOSTAT Source),reach of a threshold of 11.5 billion people
in the period 2030-2040 (Source: UN). The accedergrowth of population creates a constant
pressure on agricultural and food products consmpi herefore, in terms of agricultural
production sale a high level of demand will be reed in the near future.

b) Increase of urbanization levadver the last 30 years was another factor that has
influenced consumption and therefore food prodtretde. According to World Bank reports,
the world's urban population increased from 34%960 to 46% in 1998, representing a total
of 3.4 billion people currently working in urbaneas. Forecasts show that in 2020, the urban
population will be around 4 billion people in demeing countries if the increase pace of 3% is
maintained for the these countries in recent ye@eseloped countries have only 20% of
urban population of the world, but their growtheratill be below 1% per year.

Urbanization involves an analysis of food demandhi& two types of areas, urban
and rural, because studies have shown that therdkuntiffers in these two categories. The
consumption in rural areas is mainly oriented oreals and root (vegetable whose root is
edible), while the urban consumption is orientedrait, vegetables and meat products.
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In the following two decades urbanization will hagesignificant impact by the
changes involved in the structure of food consuompton agricultural markets, world trade
and food consumption.

c) Consumers’ lifestylas a risk factor that influences on a great exteatdemand
for agricultural products. The lifestyle of consumés different from country to another and
has formed after interaction with the traditionsstoms, cuisine features accumulated over the
centuries, following developments in various socsadd historical conditions. In some
countries and economic areas, the current consampti potatoes, cereals, rice leads to a
constant demand for these categories of produdie 3Jpecific culture of each nation
determined the existence of certain holidays tleateha special importance for each nation
separately, which involves the organization of saraditional meals. Thus, at certain times of
the year, the consumption of certain categoriesgofcultural products increases significantly.
The behavior of the food consumer is character®edertain nuances and particularities from
one state to another and from one region to another

d) Consumers’ preferenceare also different depending on the age and déetermn
specific consumption of food. In the U.S. young gleoprefer meat products with higher
calories intake, while the older population is metted in fruit, vegetables and juices. The
existence of certain diseases in a significant rermolb people, and also of a pattern of beauty
caused a specific diet (diet) to induce certaintuies to the demand for agricultural products.
Moreover, the consumption in public locations likast food" and in restaurants has become a
commonplace in contemporary times.

e) Women'’s change of statun the society over the past 50 years has broalbtit
some considerable changes on consumption. Thatioansom the housewife to the status of
employee involved the demand adaptation to these ammditions that is weigh increase of
products in various stages of processing and ial tage (ready prepared), over the last 50
years.

f) The existence of substituteor a particular commodity and its degree of
substitution influences directly the food consuroptilf butter can be replaced by substitutes
(like margarine), for bread we can not find a siig. Thus, depending on the degree of
substitution of a product, the agricultural produtthde can move in one direction or another.
Elasticity of demand can classify a product aceaydp the percentage of consumers that are
expected to give up buying it for another prodéitihé price increases.

g) Transport technologiesepresent another factor that influence diredily global
trade in agricultural goods. Perishability is a relageristic of agricultural products, which
directly affects the supply of agricultural and doproducts that are on the market at a given
time. Maintaining the quality of vegetable produrtsthe circuit of processing (the time of
harvest and up to industrial or biological produdiyit also the storage conditions and its
marketing. Cereals have a greater resistance tmugaroperational processes (handling,
transport) and can be kept for a long period welatively low losses. Vegetables and fruits
can be kept less time than cereals and the praeeggsrements are higher, resulting in
additional costs. If the products of animal nattine, qualitative depreciations arise mainly due
to microbiological changes that are recorded dutirgstorage and can lead to loss of high
added value. In this context, reducing deliveryetiby maintaining the product quality, by
reducing transport costs, advanced transport téopies are regarded as a contributing factor
of global trade in agricultural products. They havelirect influence on trade flows by the
weigh increase of non-bulk goods at the expendmilif goods that are transported and sold
on world markets (including by raising the degréenarketing for perishable products).

The twentieth century was the time of the emergeam@ development integrating
economic processes, as well as for globalizinghef narkets at the end the same period.
Crystallization and consolidation of new economioups have had an immediate impact on
trade flows that interconnect them and hence oicalgiral products trade. The beginning of
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the 2f' century will accelerate the consolidation of eaqoimgroups by forming new alliances
on the regional and subregional levels. The maatufe of this century will be the transition
from a bipolar world to a multipolar world, due agceleration of the technological transfer
and financial markets globalization.

5. Conclusions

As a rule, risk and uncertainty are analyzed coegpavith certainty. Better safety
may be associated with certainty and forecast vt or uncertainty. The risk derives from
uncertainty. From d&rmal point of viewthe state of certainty is considered to desigtiae
cases where expectations regarding the future flm@sunique or do not vary significantly.
The risk term is used to refer to future situatiomsvhich expectations are not unique, but it
helps to assess the possible solutions for eacntar

If the risk can be associated with danger, unadgtamay display a negative
component, either a positive component generatednpyedictable favorable states. In this
case, the negative component is associated wkh ris

Any activity or economic effort is based on a numbé unknown and uncertain
factors or possibilities, simply because its subjsclocated in the future. Once we have
accepted the size of real time, we may try to aumg future event into a possible one, but we
can not control with certainty. An area of uncergiwill always persist because of the
fundamental impossibility of predicting all the elents that make up the environment when in
real-time the evolution and dynamics are accepseckal life. The imperfect market systems
and therefore uncertain and risky, represent aroitapt pillar for a properly functioning
economy.
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