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Abstract

There have been guarantee activities since the ancient time, but as an
industry, it is a quite new thing that only appeared several years ago. Credit
guarantee is the combination of the bank credit and the commercial credit
coming with the development of the market economy that takes “Credit” as its
agent activity center. Since the guarantee firms are supposed to be quasi-banking
commercial organizations that provide the information service, take on the credit
risks for society (companies, individual and government),it is their improvement
in credit classification, their credit guarantee and the functional amplification
that features themselves as the high-risk industry known widely in the world.
The risks, besides those coming from the guaranteed and the external conditions,
are closely related to the internal performance and management. It is true that
we have not built up a complete legal system, effective socia credit system and
operational mechanism at present in our country, besides the considerable lack
of experience and professional teams. These would leave our guarantee business
to amost severe risk challenge. Therefore, the prevention and avoidance of risks
can be the core to the survival and development of our guarantee companies. In
regarding the above, this article, based on the realities of the guarantee business
operation and risk management, is intended to use both theoretical analysis and
positive research method, to discuss the measurements and practice in the risk
management by the guarantee companies, to optimize their risk-control models.
The article consists of 4 parts that include:

Chapter One is an introduction to the development of the guarantee
business and the general risk management theory. The author argues that the
high risks of commercial guarantee are the results of the backward system,
asymmetrical risk proceeds, lack of effective risk control and professional teams
involved. The guarantee companies must attach great importance to their risk
management, which has its own basic procedures including risk identifying,
measuring, evaluating, controlling and effect appraising, and its own basic risk
control measurements among which are risk avoiding, keeping, preventing,
differentiating and transferring.



Chapter Two introduces the risk management system designing for a
commercial guarantee business and the basic reasons and principles for the
establishment of risk management organization at first. The following is
focusing on the structure designing so as to define the function of departments
and the allocation of personnel. The final of this part introduces the operation
flow and system of the risk management, arguing that the organizational
restructuring and systematic improving along with 4-class check-up system can
increase the clarification of the rights and liabilities for the people involved to
minimize their misconducts.

Chapter Three analyzes the risks and management of our commercial
guarantee business. The complete risk management includes 3 parts: the project
pre-qualifying, examining and deciding, executing and supervising. The
potentialities of any risk remain in all these 3 periods, which requires the same
attention with no bias. Based on the above, the further analysis is also given to
all the 3 partsin practice by following the basic risk management procedures, a
case analysis for which the combination of the risks control methods is used.
The risk control conditions for each company are complicated and unique. The
probability of any factor that would cause risk requires the flexible application
of the risk control methods that include risk avoiding, transferring, weakening or
dispersing, but their combination can be more practically effective for our risk
control activities.

Chapter Four concludes the whole article, considering several approaches
in our risk control practice. The author argues that it is the usual practice for the
guarantee business to control their risks both internally and externally. But the
complete internal risk control system is the first must which mainly includes
reasonable organization structuring, correct functional sectioning and personnel
allocation among the departments, the 4- class check-up system. The particular
analysis must be used for each business in using the above measurements, or
their different combination depending on the risk nature and the very conditions
that the risks are involved.

Key Words. guarantee business; risk management; risk control
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