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Abstract

A sample of 123 corporate

executives,

the Fortune 500

from

IndustrialCorporations list, evaluate nine common systematic risk factors

such asrate of inflation,

long-term

interest rates, level of money

supply, priceof crude oil, etc. Executives indicate their views on the
significance ofthese risk factors as well as their ability to cope with,
and report on,these factors. Future interest rate changes and inflation

rate changes are considered to be the most significant risks.

There is

a high negative correlation between the significance of particular risks

and the ability to cope with these risks.

Introduction

Future risk is rarely given much
attention in financial reports; if men--
tioned at all, it is usually in the va-
guest of terms. For the most part,
in-vestors are left to their own devices
in assessing risk, and this is unfortu--
nate. The void is "filled" by investor
reliance on past-oriented data whichmay
not be that helpful in assessing future
risk. Such reliance may not belogical.
If it is the case that managers learn
from past mistakes and developstrate-
gies for successfully coping in the
future with circumstances handledpoorly
in the past, then such heavy reliance
on projecting past results intothe fu-
ture doesn’t make sense. It seems
somewhat stifling for investors but also
for the managers of firms who must
function within the confines of the risk
assessments made in financial markets.

Investors need information on
expectation (that is, on what a firm
may achieve in the future) as well as
on realization (that is, on what a firm
has achieved in the past). Thus there
are two time dimensions (past and
future) in financial reporting; and,
within each time dimension, information
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may be communicated on return and
risk. This results in four different
considerations of financial reporting as
illustrated below:

CONSIDERATIONS OF FINANCIAL
REPORTING

FACTORS
A. Return B. Risk

1. Past 1A 1B
TIME

2. Future 2A 2B

The  present research  con-

centrates on Consideration 2B (risk in
the future), the only one of the four
considerations that has received lit-
tleattention in  accounting research.
The study does not build on an econo-
my-wide, mathematical model, as do
most accounting studies on risk; instead
itbuilds on the views of a representa-
tive group of financial executives who,
ona daily basis, develop strategies for
coping with various elements of risk
inthe business environment.



An attempt is made to formulate a
comprehensive picture of a set of risk-
sfaced by major corporations and a
scheme for categorizing these risks,
since respondents to the questionnaire
survey were asked to indicate their
views on:

1. Significance (in the past as well as
in the future) of various risk factors

2. Ability to handle or cope with the
risk factors.

3. Evaluation of the 'reportability” of
such risk factors. That is, do they
possess qualities such as reliability and
relevance, and 1is it reasonable to ex-
pect that firms will discuss such factors
in financial reports prepared for inves-
tor use?

In this initial attempt to deal with
the issue of possible reporting ofrisk,
we limit our attention to the elements
of systematic (economy-wide, non-ver-
sifiable) risk only. This is in keeping
with the latest theoretical developments
in modern finance. It is also logical
from the viewpoint that if reporting on
risk were to be formally required, such
requirements might verywell begin with
the risk elements that are quite com-
mon to most firms in theeconomy.
These are the elements of systematic,
rather than non-systematic,risk.

The paper is organized as follows.
The next section looks at the conceptof
systematic risk and the role of ac-
counting in disclosing risk in a manner-
consistent with modern theory on risk
assessment in investment decision-mak-
ing. This is followed by the research
design and results of the questionnaire
survey. Then some considerations
regarding future research are provided,
along with some concluding notes.

Systematic Risk and Financial Reporting

Irving Fisher (1930) observed many
years ago that there are two means
bywhich risk may be reduced: in-
creased diversification and increased
knowledge. Modern finance, in theory
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and in practice, emphasizes increased
diversifica-tion. Thus, the firm’s total
risk can be separated into a systematic
(economy-wide, non-diversifiable) ele-
ment as well as an unsystematic (diver-
sifiable, firm-specific) one. It is as-
sumed that, in a well-constructed port-
folio,firm-specific risk can be elimina-
ted through diversification, leaving
onlysystematic risk to be of concern to
investors and to be priced in the mar-
ket. The problem is that the reduction
of risk through diversification requires
the use of a viable measure of sys-
tematic economy-wide, non-diversifiable
risk, a measure which is difficult to
find. Thus far, beta has achieved the
widest degree of acceptance as a mea-
sure of systematic risk. Beta measures
the extent to which a stock moves with
the market. But the problem is, beta is
a past-oriented concept and it is un-
stable over time. Thus, the search for
a better measure of systematic risk
persists. Lorie (1966, p. 108) comments:

. we will ultimately find an objec-
tive measure of sensitivity to decline
which avoids the inherent absurdity of
calling a stock risky because in the
past it has gone up much faster than
the market in some years and only as
fast in others, whereas we call a se-
curity which never varies in price not
risky at all.

And, according to Blume and Fr-
iend (1973), it just may be the case
that ". the beta coefficient only
measures part of what investors mean
by risk." Since the future is often
unlike the past (this, of course, is
thereason for the very existence of
risk), a quantitative measure, such as
beta,based on past results may not be
totally reliable for predicting the fu-
ture. Malkiel (1982) has remarked that
in judging risk, "beta cannot be a sub-
stitute for brains." But if there is little
or no material available upon which
brains can operate (that is, material re-
lated to "knowledge" of risk), thencon-
tinued reliance on betas is understan-
dable, although perhaps not totally



rational.

Now that there has been some
disenchantment with beta, attention has
been focussed in some different direc-
tions. The arbitrage pricing model of
Ross (1976) has generated considerable
interest. This model recognizes that a
uni-dimensional measure such as beta
does not provide enough information on
risk.  According to Sharpe (1981, p.
184), arbitrage pricing theory breaks
market risk into its components:

...it should be possible to measure sen-
sitivities to important common factors
that account for much of the risk of
the market portfolio. The arbitrage
pricing theory provides a basis for
believing that such an approach should
be fruitful for investment management..

Thus it is clear that application of this
theory involves: (1) identifying the im-
portant common factors, (2) measuring
sensitivity to the common factors, and
(3) making predictions about the state
of the common factors in the future
and the return of the security in light
of these common factors. Thus,assum-
ing that interest rates, level of in-
dustrial production, and unanticipated
changes in inflation were common fac-
tors, one would predict the level ofeach
over the investment horizon as well as
how the firm’s performance might be
affected by these common factors.

The present research builds, in a
very practical way, on the work of
Ross, in that it deals with some com-
mon risk factors. It is a very prelimi-
nary exploration of the topic of ex-
plicitly disclosing future-oriented risk,
a topic which we think needs much
more attention in the accounting litera-
ture. As previously discussed, the four
major considerations of financial re-
porting (past and future return as well
as past and future risk) have received
unequal shares of attention in account-
ing theory and practice. It would seem
- thataccounting has traditionally dealt
with these considerations as follows:
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Consideration 1A (return in the past)
dominates financial reporting.

Consideration 1B (risk in the past) is
dealt with implicitly in mostfinancial
reports, at least in the sense that it is
possible to derive histor-ical informa-
tion on risk by computing the variabi-
lity over time of items suchas dividends
or earnings or the variability of such
items for a given firmfrom overall
national, regional, or industry trends.

Consideration 2A (return in the future)
has received some attention re-cently
in that the benefits, costs, and implica-
tions of forecasting have beendebated
by  practitioners and theoreticians.
Thus, there is some concern withredict-
ing an uncertain future but little con-
cern with disclosing the riskwhich
inevitably accompanies this predicting
process.  Generally forecastshave been
of the time series variety which assume
that trends, seasonal andcyclical effects
that have occurred in the past will
continue in the future.

Consideration 2B (risk in the future) is
the only one of the four con-sidera-
tions which has received little serious
attention. (FASB Statement No. 5 deals
with specific contingencies but not
"general or unspecific businessrisks.")
This lack of attention is unfortunate,
because as Ronen (1977) indicates:

..the entire burden of assessing uncer-
tain prospects falls on the user. But
companies and management are the very
ones sometimes the only ones --
who can make proper assessments of
uncertainties relevant to their own
future prospects.

In the financial reporting process,
most first appear to assume that ig--
noring risk (rather than openly disclos-
ing it) is a good tactic for buildingup
investor confidence. But this assump-
tion is open to question. It may be
the case that investors, lacking explicit
information on risk, become anxiousand
uncertain -- perhaps to a greater de-



gree than is warranted by the realityof
the situation which has never been
communicated to them. After all,
information has value in that it may
reduce uncertainty. Investors might
perceive less risk, and have more con-
fidence, in firms which openly disclose
risk as well as strategies for coping
with it.

In any case, it seems advisable to
consider how financial executives viewa
variety of risk factors as well as what
they think about expanding financial
reporting to include discussion of cer-
tain of these risk factors.

Research Design

In August of 1982, a questionnaire
on forecasting, reporting, and coping
with systematic risk was sent to 500
financial executives, typically vice-pres-
idents. The sample was randomly se-
lected from the well-known Fortune
Directory of the largest U.S. Industrial
Corporations. This Directory is used by
many researchers because it is uni-
versally recognized as providing an
excellent sample of major industrial
firms. Every other firm in the first
’500°as well as the second ’500° was in-
cluded in the sample for a total of
500firms.  One hundred and twenty--
three executives (that is, 25% of the
sample)responded to the survey. This
response rate is within the modal range
of the20-40 percent response rate ex-
pected for mailed questionnaires (Ker-
linger, 1973).

Nine ‘"common factors" of sys-
tematic risk were included in the ques-
tionnaire: level of GNP, rate of infla-
tion or disinflation, long-term interest
rates, level of the money supply, level
of national income, price of crude oil,
safety and environmental regulations of
the federal government, corporate tax
legislation, rate of unemployment.
Respondents were asked to:

1. Rank the nine factors in terms of
how significantly they might impact the
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firm in the next five years.

2. List the three risk factors (from
the nine) which posed the most risk to
the firm over the past five years.

3. Indicate their level of confidence in
the firm’s ability to successfully cope
with each risk factor: extremely con-
fident, fairly confident, or not confi-
dent.

4. Categorize each risk factor in terms
of the firm’s ability to report on it.
Thus the respondents were asked to
consider whether the firm was defi-
nitely able, probably able, or definitely
unable to provide meaningful infor-
mation (such as an assumption regard-
ing the risk factor and/or a contin-
gency plan for coping) on the risk
factor.

5. Consider the desirability of expand-
ing financial reporting to include fu-
ture-oriented  considerations of risk.
This question mentioned that the FASB
has stated that accounting information
should be understandable, useful for
decision making, relevant, and reliable.
Respondents were asked to keep this in
mind in their determination of whether
each risk factor should be, should pos-
sibly be, or should not be reportable.
This question differed from the previ-
ous one (No. 4 above) in that it dealt
with the desirability of reporting and
not just the ability of the firm to do
so. This distinction is important, be-
cause although a firm may consider
itself able to report on a particular
risk factor, it may also consider that it
is undesirable to do so (because of
competitive disadvantage, undue reliance
of investors, or a variety of other
reasons).

A profile question asking for informa-
tion on level of sales and assets as
well as level of beta was also included.
Results and Discussion

A. Past Vs. Future Risk



The responding firms showed vari-
ability in risk as assessed by their
estimate of their past beta (over the
previous five years). Of the one hun-
dredand five who gave information on
their past beta, 21.9% were in the least
riskcategory (beta <.9), 38.1% were in
the medium risk category (beta .9 to
1.1),and 40% were in the greatest risk
group (beta >1.1). When we examined
these executives’ predictions for beta
for the next five years, the respondents
gave similar answers, 16.7% said least
risk, 46.1% said medium risk and 37.3%
said greatest risk. The differences
between past and future risk estimates
were not statistically significant at the
.05 level. Thus most of the first stu-
died fell between the medium to high
risk groups.

Respondents ranked risk factors
from 1 (high) to 9 (low) in terms of
future significance for them. In Table
1 we show weighted scores for this
ranking. Long term interest rates and
rate of inflation are by far the two
most crucial factors related to risk.
Level of GNP comes next. Crude oil
prices, level of money supply, corporate
tax legislation and level of national
income are approximately tied for the
intermediate positions.  Unemployment
and federal regulation are considered
least significant. From the same list of
future sources of systematic risk, res-
pondents were asked to pick which
factors had posed the most risk in the
past five years. Inflation and interest
rates were chosen by 70% of the res-
pondents to be the top two most im-
portant risk sources. This is very sim-
ilar to their choices for future risk.
Oil prices and GNP were the next two

most important choices, followed by
corporate  taxlegislation and federal
regulations. Money supply, unemploy-

ment, and national income were ranked
last.

In summary, the two main sources
of risk chosen for the past five years
were the same as those chosen for the
future five years. Oil prices and GNP
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were chosen next for both the past and
the future. In the past, however, gov-
ernment intervention (federal regula-
tion, tax legislation) seemed to have
been more important than it was ex-
pected to be in the future. It is pos-
sible that the election of a Republican
administration in 1980 had led these
financial executives to believe that
there would be less negative govern-
ment intervention with business. Thus
expectations with regard to systematic
risk could well be related to the politi-
cal climate of the country.

B. Coping With, and Reporting On,
Systematic Risk

In a business community where
one is continually striving for more
perfect information, reporting on risk
could be of primary import. Therefore,
we were interested in determining to
what extent significant risk factors may
be reportable; and, if they were not
reportable, to speculate on why this
may be the case. Hence, as previously
explained, in addition to collecting data
on the significance of nine systematic
risk factors, we also asked respondents
to provide information on ability to
cope, ability to report, and desirability
of reporting on these risk factors.
Table 2, in which each risk factor is
considered individually, provides a sum-
mary of this data. Table 3 provides
anoverall view of the interrelationships
among the various schemes (significan-
ce, ability to report, desirability of
reporting and ability to cope) for
categorizing the risk factors.

Table 2 shows that, in general,
the executives are not in favor of
reporting on future-oriented considera-
tions of systematic risk. Regarding
desirability of reporting the risk fac-
tors, the percentage of respondents
answering should be reportable ranges
from only 2% to 27%, with an average
ofonly 13%. On a comparative basis,
the two most significant risk factors-
(interest rates with 22% and inflation
with 24% of the respondents in favor of



reporting) hold up well. Tax legislation
(27%) is the only risk factor the re-
spondents think is more reportable than
interest rates and inflation.  The re-
sults regarding the two most significant
risk factors are interesting, especially
in light of the fact that, as Table 3
shows, the correlation betweensignifi-
cance and the desirability of reporting
is fairly low (r=.317), as is the overall
correlation between significance and the
ability to report (r=.346). Both correla-
tion coefficients are significant, how-
ever, at the .05 level.

view of the fact that relevance
of the qualities sought in fi-
reporting, the lack of an even

In
iS one
nancial

higher correlation than .317 between
significance and the desirability of
reporting is somewhat disconcerting.

These results are somewhat tempered,
however, by some other relationships
revealed by Table 3. Financial report-
ing must be reliable as well as rele-
vant;a tradeoff between the two char-
acteristics must be achieved. It would
appear that, for the most part, where
executives feel able to report, they
think it is desirable to do so; this is
indicated by the high positive correla-
tion (r=.921) between these two charac-
teristics.  This suggests that the lack
ofspecific information on risk in finan-
cial reporting may be due, at least in
part, to an inability to report. Unwill-
ingness to report may also be impor-

tant, although this study does not pro-
vide data to support this. If executives
were more eager to report on the fac-
tors they were confident of coping with
and less eager to report on what could
not be coped with, we might argue that
unwillingness (and not necessarily in-
ability) is a major explanatory factor
for the lack of reporting. But this is
not the case in this study. Ability to
cope is not significantly related to
either the ability to report or the
desirability of reporting. It is, how-
ever, highly negatively correlated (r=-.
783) with the significance of risk fac-
tors. This is logical, in that aperceived
inability to cope would appear to be
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central to the basic notion of risk. It
is understandable, then, that the two
risk factors perceived as most signifi-
cant are also the two risk factors that
the firms are least confident they can
cope with.

C. Risk Factors and Firm Charac
teristics

1. Size of Firm and Size of Sales Dif
ferences

We have studied some overall
results concerning systematic risk for
these Fortune "1000" industrial firms.
One would expect that larger firms in
terms of sales and assets might report
different results than smaller firms.
Therefore, the sample was divided into
two groups: those with assets below
the median and those with assets above
the median. Rankings of factors, abi-
lity to report, desirability of reporting
and ability to cope were compared for
the below and above median assets gro-
ups. A similar analysis was done for
above and below median sales groups.

An analysis of ratings of risk
factors for high wvs. low sales firms
indicates that interest rates, inflation
and GNP were about equally significant
for small and large firms. When the
firms are divided by assets the level of
agreement between the large and small
asset firms is similar to that between
large and small sales firms. Oil prices
are still slightly more important to
large asset firms while money supply is
more important to low asset firms.
Generally the rankings of high and low
assets first and high and low sales
firms are highly correlated (Table 4).

This leads us to the types of
activity taken with respect to risk.
Regarding the ability to report on risk,
desirability of reporting on risk, and
ability to cope with risk, there is a
very high correlation between the rank-
ings of the different types of risk for
large vs. small sales groups and largevs.
small asset groups (Table 5). One



should remember that ail of these first
represent major industrial companies in
the U.S. Thus the giants worry about
the same risk factors as the large firms
and they generally agree on the factors
on which they think have the ability to
report, the desirability of reporting and
the ability to cope.

2. Beta Differences

Next the group of respondents was
divided according to reported betas.
Three groups were established: (D)
betas less than .9 (low beta -- relative-
ly low risk); (2) betas between .9 and
1.1 (medium beta -- medium risk); (3)
betas greater than 1.1 (high beta --
high risk). Table 6 indicates that there
is much similarity in how the three
groups (each representing a different
level of risk) categorize the risk fac-
tors.

When ability to report on par-
ticular risk factors is studied, generally
the risk groups which are the most
similar are most likely to rank factors
similarly. = The widest disparities are
found between the high and low beta
groups. For example, low-risk groups
are most able to report on interest
rates and inflation, whereas high-risk
groups are most able to report on
federal regulations and oil prices.
When desirability of reporting is stud-
ied, the high, low and medium risk gro-
ups are all in relative agreement as to
the ranking of factors. As far as
ability to cope is concerned, the closest
groups show the highest -correlation
(see Table 10). Low-beta firms are
confident they can cope with changes
in level of money supply while high
betas are very dubious about their
abilities in this respect. High-beta
firms feel they can cope with corporate
tax while low-beta firms feel unable to
cope with this factor. Both high-risk
and low-risk firms feel that they will
have trouble coping with long-term
interest rates, whereas low-beta firms
are somewhat more likely to feel that
they will have trouble coping with
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inflation than high beta firms.
Future Research on Risk

The findings of this preliminary
study on risk provide some interesting
topics for future research.  For ex-
ample, the study shows a high negative
correlation between the significance of
risk factors and the ability of firms to
successfully cope. This perception of
inability to cope with significant risk
factors might be further explored. Are
the respondents chiefly worrying be-
cause they cannot estimate future in-
terest rate and inflation rate changes
or because they cannot estimate the
effect of say a 1 or 2% or a large
percent change in these items for their
businesses or because even if they
knew the effects they would have a
hard time counteracting them? Further,
would the size of these changes lead to
different qualitative effects on the
businesses? Thus 1-5% changes in
interest rates and inflation rates might
lead to different types of changes than
6-10% changes.

In addition, future research might
be extended to include elements of
unsystematic (that is, firm-specific and
industry-specific) risk. It would be in-
teresting to compare managerial per-
ceptions of external risks, the risks
over which management has no control,
vs. perceptions of internal risks, the
risks over which management does have
control. Once data were collected on
managerial perceptions, data might be
collected on investor perceptions; the
two sets of data might then be com-
pared.

The disclosure of future-oriented
considerations of risk in financial re-
porting is a complicated topic but one
worth investigating.  Presumably there
is risk information (obtained from vari-

ous economywide and industrywide
sources as well as through circulated
rumors) currently reflected in stock

prices, but such information does not
usually come directly from management



and thus 1is accompanied by much
‘noise,” and possible bias, in the mark-
et-place. It is reasonable to suppose
that managers, whose job it is planning
the future and controlling future risks,
have relevant information on risk to
convey to the market.* Providing a
channel through which such information
can be conveyed directly and thus
fairly ’noiselessly’ to the market would
appear to be advisable in a financial
system in which capital allocation is
accomplished by having good informa-
tion available to market participants.
Future research may lead to the devel-
opment of such a channel for com-
municating risk information to the mar-
ket.

Conclusion

This research provides a very

preliminary exploration of the topic of

explicitly disclosing systematic risk; it
explores executive perceptions regarding
the significance and reportability of
some major components of systematic
risk and also investigates how success-
fully executives perceive these risk
components can be coped with.

In general, the respondents are
opposed to disclosing future-oriented
considerations of systematic risk. This
may be mainly because they are unable
(rather than unwilling) to disclose,
since the study shows a high correla-
tion between the ability to report and
the desirability of doing so. Even
though the executives are opposed to
the explicit disclosure of risk, it is
interesting to note that their opposition
to disclosing future-oriented considera-
tions of inflation and interest rates
(the two most significant risk factors)
is not as strong as their opposition to
disclosing most of the other risk fac-
tors.

When executives were asked to
compare the future with the past, their
perceptions of risk were quite similar.
Thus, on an overall basis, the respon-
dents seemed to anticipate that the
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major sources of past risk would also
be the major sources of future risk.
Size of the firm was not a significant
factor in explaining variation in resp-
onses to the questionnaire. Regarding
the characteristic of level of risk as
indicated by beta, the responses of ad-
jacent groups (that is, low-risk wvs.
medium-risk firms and medium-risk vs.
high-risk first) were more similar than
the responses of high-risk vs. low-risk
firms; overall, however, there was much
agreement across all three level-of-risk
groups. Thus it appears that it may be
somewhat reasonable to envision a
reporting system in which firms are
required to disclose information on
some basic systematic risks (pertinent
to the future of just about all firms.)

As financial reporting makes the
transition from dealing only with the
past to dealing with the future as well,
hopefully it will increasingly become
concerned with risk as well as return.
Reporting on risk may:

--force managers to think through and
develop more carefully their strategies
regarding the various elements of sys-
tematic risk, over which they have no
control, but with which they must cope.

--enable investors to make better risk
assessments, especially for those firms
for which the future is expected to be
most different from the past. This is
advantageous, because it would seem
that one has the greatest need of a
risk measure where the level of un-
certainty is the highest (that is, the
future is likely to be most different
from the past).

--provide better information for legis-
lators and regulators making decisions
which help to control the state of the
economy and thus partially mold the
variables which affect the systematic
risk of the future.

--add a more 'realistic" note to finan-
cial reporting, making it less cosmetic
and more informative.



*It might be argued that risk information from management would be too
biased to be useful. The tendency for managers to be biased (and thus, for ex-
ample, to dismiss the future with totally unwarranted optimism) may be
tempered by the following:

--the need for managers to retain the credibility and support of investors on a
continuing basis. That is, eventually, biased forecasts would be discounted by the
marketplace.

--management incentive systems designed to reward realistic, rather than biased,
expectations.

Table 1

Weighted Scores and Ranking of Factors Most
Closely Related to Future Risk
Fortune 500 Executives, August 1982

Ranking Factor Weighted Score®
1. Long term interest rates 333
2. Rate of inflation or disinflation ‘ 351
3. Level of Gross National Product 532
4, Price of crude oil 639
5. - Level of money supply 652
6. Corporate Tax Legislation 657
7. Level of National Income 678
8. Rate of Unemployment 789
‘9. Federal regulation 829

*The weighted scores were computed by assigning a one if the respondent
considered the factor as most significant; a O if the factor was least signi-
ficant. Thus with 125 responses, if everyone considers the first factor (long
term interest rates) as most important, it would have a score of 125. Con-
versely if everyone considered federal regulation as  least significant it
would have a score of 9 x 125 = 1125,
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Table 3

Rank Order Correlation Coefficients for Nine Risk Factors
in Terms of Action Alternatives

Ability Desirability Ability
Significance to Report of Reporting to Cope
Significance 1 .346% .317*% -.783*
Ability to Report - 1 .921* .079
Desirability of
Reporting . - - 1 .100
Ability to Cope - - - 1
*Significant at the .05 level.
Table 4

Rank Order Correlation on Ratings of Past Risk Factors for
Large and Small Sales, Large and Small Asset Firms

Rank Order Correlation

Comparison Coefficient
Above and below median assets .900*
Above and below median sales .751%

Rank Order Correlations on Ratings of Future Risk Factors
for Small and Large Sales, Small and Large Assets

Above vs. below median income .833*

Above vs. below median assets .783*

*Significant at the .05 level.
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Table 5

Comparison of Rankings of Large Sales vs Small sales, Firms
of Risk Factors on Which They Are Most Able to Report on
Risk Factors Most Desirable to Report, and Low Risk Factors
Most Able to Cope With

Above vs. Below Median Sales

Classification of factors . Rank order
by ability to report correlation coefficient
Definitely able to report
on factors L771%*
Probably able to report .233*%
Unable to report .838*

Classification of factors by
desirability of reporting

Should report .908*
Should possibly report .738*
Should not report: .833%

Classification of factors by
ability to cope -

Confident can cope ) .850%
Fairly confident can cope . .533*
Not confident .804%

Comparison of Rankings of Above Median Assets vs. Below Median Assets
Firms of Risk Factors That They Can Report on,
Should Report on, and Can Cope With

Above vs Below Median Asset Lévels

Classification of Factors by Rank Order correlation
Ability to Report Coefficient

Definitely able . 7967

Probably able .267F

Unable .842%

By Desirability of Reporting

Should do it .863%

Should possibly do it .750%

Should not do it .833%

By Ability to Cope

Confident .788*

Fairly confident .533%

Not confident .508*%

*Significant at the .05 level.
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Table 6

Rank Order Correlation Coefficient Relating
Rankings of Risk Factors

Ability to Report on Risk Factors by Beta Groups

Classification Low vs. Med. Med. vs High Low vs. High
of Factors by: Beta Beta Beta
Definitely able

to Report .813% .629* .379*%
Probably Able

to Report .125 .242% .188%
Unable

to Report . .608* .908* .429*%

Desirability of Reporting on Risk Factors by Beta Groups

Classification Low vs. Med. Med. vs High Low vs. High
of Factors by: Beta Beta Beta
Should Be .796* .750* .758%
Should Possibly .725% .633% .791%
Should Not .975* .925% .871%

Coping with Risk Factors By Beta Groups

Classification Low vs. Med. Med. vs High Low vs. High
of Factors by: Beta Beta Beta

Extremely Confident
They Can Cope .808* .892% , L646*

Fairly Confident
They Can Cope . 354%* .450* .217*

Not Confident
They Can Cope .321% .567% 117

*Significant at the .05 level.
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