[image: BOLC_Logo]
   Assignment Cover Sheet





	Student Name:
	Daryl Lardner-Burke

	Student Number:
	1234

	Course:
	Diploma in Business Risk Management Level 4

	Assignment NO:
	1




Student Statement:

By submitting this assignment, I confirm that this is my own work.



	Student Signature
	Daryl Lardner-Burke
	Date
	




For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	








Assessment 1
1. Short Questions:

i) Briefly describe the history of risk management.
The current practices of risk management surfaced during the early 1950s and the initial records of risk management are found in the 1956 Harvard Business Review where it was proposed by the author that an individual within the company should be responsible for dealing with the organisations pure risks. Large companies were the first to employ the initial insurance manager and this led, over time, to specialists within the organisation being designated the responsibility of the insurance purchase function. 
As a result of two important scientific research studies published in the United States in the 1950’s which criticised the curriculum of business colleges at the time, stating that they were failing to train their students as future decision makers due to being obsolete, and despite initial scepticism by some colleges, the  colleges started modifying their curriculum. Included in the changes were the introduction of management science and operation research with a change in focus to normative decision concepts.
Companies that had been buying corporate insurance came to realise that there were more cost effective ways of managing their identified risk including the avoidance of the risk in the first place and minimising the losses arising from risk that could not be prevented.
i) What is the relationship between ‘Uncertainty’ and ‘Risk’?
In a situation where the possibility of loss exists it displays the presence of risk and this results in uncertainty. An individual can feel uncertain in a particular situation where he imagines the possibility of risk exists. An individual is likely to feel sure or certain with reference to a particular risk if the exposure to the loss is unknown.
ii) What is the primary objective of risk management?
I believe that the primary role of risk management is to initially identify, assess and prioritisation of risks. This followed by the economical application of the entities resources to minimise, monitor and control the probability or the impact of the identified risks.
iii) What is ‘Pure Risk’? Outline the main types of pure risk.
Pure risks are risks that only have a potential for a loss, with no possibilities of a gain. These include:
· Personal Risks: These include the probability of losses of assets or income as a result of a loss of ability to earn. The ability to earn is controlled by four types of challenges, early death, dependant old age, sickness or disability and lack of employment.
· Property Risks: These include two types of losses, direct or indirect (consequential). Direct would be the loss of property i.e. fire, flood etc…whilst an indirect loss is the lost income or additional cost incurred due to the loss of property.
· Liability Risk: This risk raises a danger for people and/or their property due to unintentional harm and/or damage due to carelessness or negligence. Liability can also occur as a result of deliberate damages or injuries. These incorporate the loss of current assets or prospective income as a result of assessed damages or legal liability that arises from unintentional or deliberate offenses, or an invasion of human rights.
· Risks arising from failure of other individuals: This risk exists when an individual with an obligation to meet an entities trust has agreed to carry out a service for that entity and the failure to meet this duty contributes to a financial loss.

iv) How can the risk process be developed?
The risk process can be developed by the following steps in cycle:
· Identification and analysis of the risk.
· Examine risk management techniques.
· Select risk management techniques.
· Implementation of techniques.
· Monitoring results.

v) What are the main benefits of general risk management techniques?

Risk management techniques provide the assurance in the following ways:

· Increases the possibility that objectives will be achieved.
· A more practical and sensible management of destructive circumstances.
· Beneficial objectives are more likely to be achieved.
Risk management does not prevent the possible risks from happening and this is not the aim, however it manages the risk related to the situations allowing the possible opportunities to be increased and the negative effects to be lowered.
2) “Risk management can make a difference directly to profit”. Discuss:
Risk Management can directly affect the profit made by an organisation by controlling the cost of the risk it incurs. A businesses profit depend on the amount of costs incurred in relation to the amount of income generated. The extent that risk management strategies can reduce costs can therefore directly increase the profits made. Additionally, risk management can decrease the costs incurred by implementing risk control procedures to the extent that costs involved in loss control and prevention measures is less than the potential volume of losses that could have occurred, and expenditure on uninsured losses are minimised.
3) Briefly describe the three general risk management techniques.
The common risk management techniques are:
(i) Risk Avoidance:

Basically where a risk has been identified it is avoided completely. However, it should be noted that it would be foolish to assume that all risk can be avoided or that all risks are unavoidable. The risk of a business producing a new product might lead to customer rejection however not producing the new product might result in the entity not staying competitive and could lead to their demise.

(ii) Risk Reduction: 

Where a risk has been identified and is possible to prevent, however measure are put in place to minimise the effect if it occurs. Where it is necessary to use a motor vehicle to get from one point to another the real risk of accident is evident, by driving safely and by having and utilising available safety equipment and technology i.e. ABS braking, airbags, seatbelts etc…, the risk is reduced. 

(iii)   Risk Assumption:

An entity will possibly have to accept certain risks as part of conducting their activities or a component of their existence. Risks involved in mining are known and having the appropriate safety equipment in place reduces the risk of injury or death if an accident occurs. A business producing new product could face product failure and this can be minimised through market research and testing.

A risk can be assumed if:

· The potential loss is too small to raise much concern
· The practical strategies of risk management have reduced the risk to a minimal level.
· The insurance cover available is too expensive.
· No alternate strategies are possible for the protection from loss.

Case Study:
1) Where do you think William Telford made a mistake?

It appears that, whilst William Telford had Tameer risk-profiled, he did not identify the potential risk to his company of an economic downturn. I accept that the global financial crunch was an unusual occurrence and was probably the biggest financial meltdown in history, however the probability of a financial downturn, to a greater or lesser degree, during the lifetime of a business is likely. The potential risk should have been analysed, especially considering that they were entering into the international market, and the potential damage assessed with resultant contingency plans put in place. Additionally, the fact that the company had never had bad debtors before does not mean that the risk was not there and even had they not entered the international market, the local market was equally at risk of being damaged by the market turndown and this risk should have also been analysed and a strategy put in place. In summary the biggest mistake was to not have a thorough risk management strategy in place resulting in the attempt to only risk profile Tameer whilst ignoring very real and likely other risks i.e. they should have had an affective risk reduction strategy in place.

2) How would have the risk management strategy helped him?

[bookmark: _GoBack]The risk management strategy would have helped a more practical and sensible management of the destructive circumstances with the beneficial objectives more likely being achieved. The negative effects of the global financial meltdown would have been lowered and any possible opportunities increased. Many businesses, whilst lots of other fail, manage to hold or increase their market share in a downturn as a result of them having plans in place for the eventuality.




References used: Mainly Unit 1 worksheet with reference to Wikipedia for question (ii).
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