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1.i. “Enterprise Risk Management (ERM)”, is the process of planning, organizing, leading and controlling the activities of an organisation in order to minimize the effects of risk on an organisation’s capital and earnings.  “Enterprise Risk Management” expands the process to include not just risks linked to accidental losses, but also financial, strategic, operational and other risks.

1.ii. The main responsibilities of the Chief Risk Officer (CRO) is to oversee and proactively drive the risk management function in an organisation.  He / She needs to identify, mitigate and manage risk for the company through focusing on risk management in the enterprise wide risk framework.  This can include credit, market, operational and re-insurance risks.

1.iii. “Risk Control” is a step of the hazard management process that involves dealing with the risk in question.  Risk control is normally carried out in a hierarchical way, wherein the elimination of the risk is considered operational (and at the top of the hierarchy), whereas personal protective equipment (PPE) is considered to be the last effective option and therefore sits at the bottom of the hierarchy.  Controlling risk is a key aspect of maintaining a safe and healthy workplace.

1.iv. The main components of a business plan are as follows:

· A mission statement / vision statement
· A description of your company and product/service
· A description of how your product/service is different
· A market analysis, including one’s competition and potential market-share
· A description of the management team (including their experience)
· How one plans to market the product/service
· A SWOT analysis (Strengths / Weaknesses / Opportunities / Threats)
· A cash flow statement
· Revenue projections
· A summary or conclusion, wrapping everything together

1.v. Communication in crisis management within an organisation is vitally important and it is the effort taken by an organisation to communicate with the public and various stakeholders when an unexpected event occurs that could have a negative impact on the organisation’s reputation.  An unexpected event (sometime known as a “Black Swan”) can have serious consequences to a company and may even result in the demise of the company.

1.vi. Senior executives play a very important role in the business risk management of an organisation, focusing on such issues as:

· To provide effective leadership on an ethical foundation.
· To ensure that the organisation is and is seen to be a responsible corporate citizen, not only in the financial aspects of the business, but also the impact that operations may have on the environment and the society in which it operates.
· To build and sustain an ethical corporate culture and ensure the company’s ethics are managed effectively.
· Exercise effective leadership across the four values underpinning good governance being; responsibility, accountability, fairness and transparency.
· To be the custodian of the organisation’s corporate governance and be responsible for ensuring that it complies with all relevant laws and codes of best governance practices.
· To facilitate the establishment of mechanisms and processes that support stakeholders in constructive engagement with the company.
· To be accountable for the performance and affairs of the company, appreciating that strategy, risk and performance and sustainability are inseparable.
· To empower management to provide timely, accurate and relevant feedback on progress with approved operational and investment plans and strategies.
· To be responsible for risk management and monitoring with assistance from the audit and risk committee.
· Advocate and promote good governance by the company’s subsidiaries.

1.vii. The main benefit of implementing Enterprise Risk Management (ERM) are as follows:

· “Business Interruption” – to avoid production loss, legal liability and business failure and to achieve operational reliability.
· “Environmental” – to reduce insurance premiums and to avoid potential.
litigation from government regulatory authorities and other groups.
· “Marketing” – to avoid damage to brand or reputation and gain competitive advantage and maintain or increase market share.
· “IT” – to gain access to information, prevent or avoid operational failures due to technology.
· “Health and Safety” – to prevent worker injuries or fatalities and to evoid worker litigation and a decrease in insurance premiums.
· “Technical” – to prevent production stoppages and to avoid using outdated equipment, manufacturing techniques or technologies.
· “Product Liability” – to prevent litigation and to protect customers / users from damage or harm.
· “Theft and Fraud” – to avoid losing money, assets or intellectual property and to avoid damage to reputation and prevent loss of market share.

Through all of the benefits listed above, enterprise risk management can enable better cost management and risk visibility in relation to operational activities.  It also enables better management of market, competitive and economic conditions and increases leverage and the consolidation of often disparate risk management functions operating in silos as opposed to collaboratively working together. 

2. The main goal / aim of enterprise risk management (ERM) is to avoid damage or disruption to a business and its processes caused by unexpected or uncontrolled risk incidents.  In order to achieve this ERM must ask two fundamental questions.

I. Can risk be removed before it affects the organisation?
II. What must be done to reduce the impact of the risks on the organisation and to minimize its effects if it cannot be avoided?

The board of directors are responsible for ensuring that the organisation’s critical operations are assessed and adequately protected.  In order to achieve this, a cost effective strategy must be established with an emphasis on broad thinking and problem solving. In developing a comprehensive ERM strategy, three major aspects must be incorporated, being risk awareness, risk assessment & measurement and risk control.  It is critical for the board to focus on such aspects to ensure that the mission-critical operations of a business may continue to function at a predetermined acceptable level and that normal functioning may be restored as soon as possible when a problem occurs.

a) “Risk Awareness” – in any business, risk awareness is a key governance element.   A business’s strategy should be formulated only after a thorough and relevant identification of risk has been performed.  All board members and employees should make risk awareness an attitude, to ensure that a culture of risk is embraced within a business concern.

b) “Risk Assessment and Measurement” – in any business, risk assessment is the identification and quantification of risk resulting from a particular area within a business concern (i.e such as operations).  It is concerned with determining those factors which are especially damaging or dangerous to a company and determining the likelihood of unacceptable exposure.

Risk management on the other hand is the decision-making process to select the optimal steps for reducing a risk to an acceptable level.  This involves considerations of political, social, economic and engineering factors.

c) “Risk Control” – this is a technique that utilizes the findings from risk assessments (identifying potential risk factors in a firm’s business operations, such as financial issues, technical occupational health and safety issues, etc.) and implementing change processes to reduce risk in the business.

These three aspects must be on-going in order to remain creative, current and valid.  In addition to this, as risks in one area are exposed and worked through, another previously hidden layer may emerge, requiring further investigation, assessment and management. 

CASE STUDY

1. First and foremost, Nigel must understand that the risk management process cannot create a risk-free environment and that by establishing an enterprise risk management program could provide Nigel’s business with the capability to:

· Align risk management and strategy.
· Reduce operational surprises and potential losses (assist in reducing potential health and safety claims as an example).
· Improve risk response decisions.
· Provide for the effective use of resources.
· Assist in recognizing and manage cross-enterprise risks.  This is done by integrating risk reporting, risk transfer strategies and risk management into the business processes of a business.
· It links growth, risk and return.
· Provides for seizing opportunities.
· Assists in rationalizing capital requirements.

2. Dylan will compile a list of possible threats (hazards) to Nigel’s business as a start and then assess their potential to influence (either positively or negatively) the business.   This requires the allocation of a quantifiable and objective value and a probability to the risks that have been identified on the list.

3. Dylan would implement a risk control system into Nigel’s business, which would involve the steps needed to closely examine and limit the health and safety vulnerabilities to which Nigel’s company/business is exposed to.  Dylan may suggest the following options to control the health and safety risks:

· By adapting only one technique.  This is done by controlling the risk at its point of origin.  Line management is highly likely to be involved in making the changes needed to reduce the risk exposure.
· By adopting a combination of several practices.  This could be by designing a unique Health and Safety Management System (HSMS) and getting Dylan to review and improve the system on a yearly basis.  Training for Nigel’s employees would be implemented, which would provide for a cultural change, where health and safety is embraced by all.
· [bookmark: _GoBack]Dylan could also control the risks by examining the interrelated business risks and to reduce the overall level of risk for the company.  Dylan would have to focus on the most risk prone areas of the business, such as research, trading partners, customer support and relationship management.  The aim is to identify where the interconnected risks put the company in the most danger and see whether a change to Nigel’s business activities can eliminate them completely or reduce the risk exposure substantially.
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