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1. Risk management is the process by which organisations identify, analyse and prioritise risks and then formulate strategies to avoid or minimise the negative exposures associated with the risk and maximise the rationalisation of opportunities in order to achieve organisational objectives.

It emerged in 1956 with the publication of an article by The Harvard Business Review entitled “Risk Management: A new phase of cost control “by Russell Gallagher .The author suggested that a company employee be placed in charge of dealing with their pure risks. It has its roots in corporate insurance buying, were organisations used to employee insurance managers and later on the role was given to in house specialists. Their duties were to buy insurance to cover down side costs and losses associated with their risks. This approach later changed as they began to realise that it can be more cost effective to avoid risks in the first place and ideas came up that management could identify and evaluate risks the company faced so they could prepare for and avoid certain losses which would in turn reduce the impact of others. The idea has since gained wide spread acceptance and has been developed into a comprehensive approach to managing risks to the betterment of businesses and organisations. It has seen organisation setting up risk departments and risk managers employed to manage threats that can hinder the attainment of organisational goals.





2. The process of risk management consists of several steps as follows:

I. Context definition

This involves identification risk areas to be considered, due to combination of market, product, supply processes and other relevant factors, mapping out the basis upon which risks will be evaluated, defining the risk appetite of the organisation. The framework for the activity and an agenda for identification are defined and resources are mobilised.



II. Risk Identification

Risks are about events that when triggered cause problems or benefits. This involves the identification of the potential source of threats or the identification of the current problems. Sources of threats may be internal or external. A list of vulnerabilities can be created concerning risks being considered and a risk profile outlined that is specific to the organisation. 



III. Risk assessment

After the risks have been identified the next step is to assess the severity of the impact, that is, the extent of the damage or loss and the probability of its occurrence. A risk matrix can then be established based on the risk profile and risk assessments. An example of a risk matrix is given below.






IV. Risk treatment

This is the decision making phase and includes one or more of the following conditions that is risk avoidance, risk reduction or risk acceptance. A cost benefit analysis is essential in making this decision. 



V. Risk management planning

This involves the risk control process and involves the following; 

i) Preventive controls – these are aimed at limiting the possibility of an undesirable outcome being realised.

ii) Corrective controls – designed to correct undesirable outcomes realised.

iii) Directive controls - designed to ensure that a desired outcome is achieved.

iv) Detective controls – this are aimed at identifying any occasions of negative outcomes realised.

VI. Implementation of the planned methods for mitigating the effect of the risks.

VII. Review and evaluation 

[bookmark: _GoBack]Checking and supervision of the implemented controls to verify efficiency and effectiveness. This is necessary to evaluate that the previously selected security controls are still applicable and effective and to evaluate the possible risk level changes in the business environment. Adjustments and modifications are done to make the process more efficient and effective





3. Firstly, identification and monitoring of risks enables the organisation to prioritise projects based on their risks profiles and allocate scarce resources accordingly and economically. Based on the assessment of the probability of the occurrence of the adverse event and the extent of the consequences, a project with risks that are less likely to occur and will have minimum losses if it does occur will be given more preference on resource allocation above those with high probability of occurring and high potential loses. 

 Another benefit is that It is a proactive rather than reactive approach in dealing with risks as threats can be identified and monitored before they can culminate into losses and as well allows the organisation to capitalise on the opportunities that are linked to that risk, as a result the business has more capacity to improve profitability and overall maximise shareholder’s wealth. For example, an organisation that has invested in research and development is more likely to identify and implement more efficient production technology ahead of its competitors and avoid losing its market share. 





4. Risk management is aimed at reducing losses and costs associated with risks through risk control programmes. The extent to which management are able to  minimise these costs will directly impact the profitability of the business since profits are measure by costs relative to income. If they are able to incur fewer costs in preventing the losses associated with the risk as compared to losses that have been prevented, then costs are reduced. For example by contacting employee safety awareness campaigns, the organisation is able to reduce costs related to work place accidents and production disruptions involved.

An effective risk management process will not only reduce costs but can also increase its income by identifying and implementing strategies to take advantage on opportunities associated with a risk and maximise on its returns. For example through thorough market researches the business can identify changes in customer taste and design products that suit the need to take advantage of the opportunity ahead of competitors.

Moreover effective risk management promotes good corporate governance and hence improves investor confidence and improve its financial base that allows the business to venture and capitalise on opportunities in new profitable markets.  





5. Basically there are three risk management techniques namely; 1) Risk avoidance, 2) Risk reduction and 3) Risk assumption.

Risk avoidance involves not performing an activity that could carry risk. An example will be closing down a high risk business area. Avoidance may seem the answer to all risks but avoiding risks also means losing out on the potential gain that accepting risk may have allowed.

Risk reduction involves reducing the severity of the loss or the likelihood of the loss occurring. This also involves risk transfer through insurance policies. An example of risk reduction can be outsourcing the production of certain high risk component of a product or a pilot launch of a product to determine the reaction of the market before fully introducing it onto the market.

Risk assumption is accepting the loss or the gain that can arise from risk when it occurs. This is more viable strategy when the cost of insuring becomes greater in the long run than the losses sustained. Self-insurance is an example of risk assumption were by an organisation establishes a monetary fund which can be used to cover costs of loses.
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