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Marking Criteria:
We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate.
	
ANSWERS
1.
I. TYPE OF INFORMATION A BUSINESS RISK ANALYSIS GIVE.

The following is the type of information a business risk analysis would give:
· Financial data 
· Marketing forecast data
· Compliance data 
· Operational data
· Reputation data
· Strategic data

II.WHAT ARE OUTPUTS FOR THE BUSINESS RISK ANALYSIS.

These are the desired results or the findings from the risk business analysis e.g. the identified risks after a risk analysis.

III. OUTLINING THE CONSTRAINTS WHICH COULD BE INVOLVED IN A BUSINESS RISK ANALYSIS.

The following are the constraints which could be involved in the business risk management:
Culture
· This is the “set of encouraged and acceptable behaviors, discussions, decisions and attitudes toward taking and managing risk within the business.” It is the glue that binds all elements of risk management infrastructure together, because it reflects the shared values, goals, practices and reinforcement mechanisms that embed risk into the business’s decision-making processes and risk management into its operating processes. In effect, it is a look into the soul of the business to ascertain whether risk/reward trade-offs really matter. Therefore, culture will constrain the process of identifying the risk in terms of importance, seriousness given to this process and the level of support given at the time when the risk management process kicks off.
· Resources
Resources needed for risk management may also constrain the risk identification such as time. Cost is one of the things that controls business risk management more especially when the support from outside is being used which is somehow cheap and if at all the staff selected is not all that experienced to do the job. However, when there is little time and as a result of this the whole process is rushed, then there is a high possibility that the output will not be all that convincing as it will leave some unsatisfied information.
· Studies
The study itself will limit the process of identifying the risk if the following happens:
· The study is not clear on what it wants to achieve
· Too many activities to be done in a given time
· The staff members are not given notices on time
· A person conducting the meeting has no experience
· Timetable does not accommodate important members to be present
· Members decide to invite their own colleagues without the knowledge of the organizer
· Members are not very prepared
· Plan
All the business objectives should be documented; responsibilities together with all the roles should be crystal clear. Failure to this, the whole risk management plan will constrain the risk identification process.

IV. HOW RATIO ANALYSIS IS PERFORMED IN RISK ANALYSIS.

   Ratio analysis is a tool that was developed to perform quantitative analysis on numbers found on financial statements. Ratios help link the three financial statements together and offer figures that are comparable between companies and across industries and sectors. Ratio analysis is one of the most widely used fundamental analysis techniques. The following are the types of financial ratios which are so useful:
· Profitability ratio
This measures a company’s ability to generate earnings relative to sales, assets and equity. These ratios assess the ability of a company to generate earnings, profits and cash flows relative to relative to some metric, often the amount of money invested. They highlight how effectively the profitability of a company is being managed.
· The efficiency ratio 
This is a ratio that is typically used to analyze how well a company uses its assets and liabilities internally. Efficiency Ratios can calculate the turnover of receivables, the repayment of liabilities, the quantity and usage of equity and the general use of inventory and machinery.
· Liquidity ratios analyze the ability of a company to pay off both its current liabilities as they become due as well as their long-term liabilities as they become current. In other words, these ratios show the cash levels of a company and the ability to turn other assets into cash to pay off liabilities and other current obligations.
· Gearing ratio measures the proportional of a company’s borrowed funds to its equity. The ration indicates the financial risk to which a business is subjected since excessive debt can lead to financial difficulties. A high gearing ratio represents a high proportion of debt to equity, and a low gearing ratio represents a low proportion of debt to equity. This ration is similar to the debt to equity ratio except that there are a number of variations on the gearing ratio formula that can yield slightly different results.
· Investment. Ratios can be invaluable tools for making an investment decisions. Even so, many new investors would rather leave their decisions to fate than try to deal with the intimidation of financial ratios. The truth is that ratios aren't that intimidating, even if you don't have a degree in business or finance. Using ratios to make informed decisions about an investment makes a lot of sense, once you know how.

V. HOW SWOT ANALYSIS IS PERFORMED FOR A BUSINESS.

  To begin with, SWOT refers to strengths, weaknesses, opportunities and threats. SWOT analysis is a process where the management team identifies the internal and external factors that will affect the company's future performance. The company's strengths and weaknesses are the internal factors. In a SWOT's primary objective is to help organizations develop a full awareness of all the factors involved in a decision.
The question is then asked on how SWOT analysis is performed for a business. Well a SWOT analysis can either be done by a single person or a group of people by only following few steps:
· Working on the internal data to come up with a list of weaknesses and strengths of the business.
· Get the external data to come up with the possible threats and opportunities.

Strengths - internal attributes and resources that support a successful outcome.
Weaknesses - internal attributes resources that work against a successful outcome.
Opportunities - external factors the project can capitalize on or use to its advantage.
Threats - external factors that could jeopardize the business.
Therefore, the most important part of the SWOT analysis is how the management or business would implement the strategy regarding the data which has been received. People can write down all the strengths and weaknesses and identifying all the opportunities and threats but if the strategy is not implemented then the whole process or effort is of no use. When the information has been gathered, a reaction has to be made. People should utilize the strengths of the business and take full advantage of the opportunities that open up. Minimizing the weaknesses is also a key factor. You need to come up with ways to either improve on your weaknesses or eliminate them altogether. This combined with avoiding threats or combating those threats will ensure that the business will only provide fruitful results.
VI. WHY PEST ANALYSIS A USEFULL TO FOR ANALYSING A BUSINESS AND IN PARTICULAR UNDERSTANDING MARKET GROWTH OR DECLINE.
PEST Analysis is a simple and widely used tool that helps you analyze the Political, Economic, Socio-Cultural, and Technological changes in your business environment. This helps you understand the "big picture" forces of change that you're exposed to, and, from this, take advantage of the opportunities that they present.
For decision makers to get the very best out of the PEST analysis, they must understand the four factors first as follows:
Political
This factor looks at how government regulations and legal issues affect the business's ability to be self-profitable and successful. Issues that must be considered include tax guidelines, copyright and property law enforcement, political stability, trade regulations, social and environmental policy, employment laws and safety regulations. Businesses should also consider their local and federal power structure, and discuss how anticipated shifts in power could affect their business.
Economic
This factor examines the outside economic issues that can play a role in a business's success. Items to consider include economic growth, exchange, inflation and interest rates, economic stability, anticipated shifts in commodity and resource costs, unemployment policies, credit availability and unemployment policies.
Social
This issue analyzes the demographic and cultural aspects of the business's market. These factors help businesses examine consumer needs and determine what pushes them to make purchases. Among the items that should be examined are demographics, population growth rates, age distribution, attitudes toward work, job market trends, religious and ethical beliefs, lifestyle changes, educational and environmental issues and health consciousness.
Technological
This factor takes into consideration technology issues that affect how a business delivers its product or service to the marketplace. Among the specific items that need to be considered are technological advancements, government spending on technological research, the life cycle of current technology, the role of the Internet and how any changes to it may play out, and the impact of potential information technology changes. In addition, business should consider how generational shifts, and their related technological expectations, are likely to affect those who will use their product and how it is delivered.
However, PEST analysis is so important for the following reasons:
· It helps decision makers to spot business or personal opportunities and gives the advanced warning of specific and big threats.
· It reveals the direction of change within the business environment. This helps to shape what is being done so that people can work with change rather than against it.
· It helps people to avoid starting projects that are likely to fail for the reason beyond their control.
· It can help to break free unconscious assumptions when one enters into a new country, region or market because it helps them to develop an objective view of this new environment.

VII. THE IMPORTANCE OF A MARKETING PLAN IN THE RISK ANALYSIS OF A BUSINESS.

A marketing plan is a business document written for the purpose of describing the current market position of a business and its marketing strategy for the period covered by the marketing plan. Marketing plans usually cover a period of one to five years. 
The purpose of a marketing plan is to clearly show what steps or actions will be taken to achieve the plan goals. For example, a marketing plan might have a strategy to increase the organization's market share by eight percent. The plan would then outline the goals that need to be achieved in order to reach eight percent increase in market share. 
The importance of a marketing plan in the risk analysis of a business is as follows:
· It clarifies the key marketing elements of a business and maps out direction, objectives and activities for the business and its employees.
· It draws on the broader perspectives outlined in the business plan. The marketing plan states how the business will take a product idea and then transform that into a commercially viable proposition.
· The marketing plan focuses on issues related to the four Ps: product, price, promotion and place.

2. THE OUTPUTS OF A BUSINESS RISK ANALYSIS.
The output from the risk analysis and risk assessment processes will generally be used twice. The first time will be when decisions are made: for the risk analysis, that means deciding whether or not to proceed on a new project; 
The other time the results will be used is when the "spam hits the fan." That is, when a problem arises and the business must show the process it used to reach the decisions that it did. The documentation created in the risk management processes will allow the business to show who was involved, what was discussed, what was considered, and what decisions were made. 
CASE STUDY
1. He used the operational risk assessment.
2. The company should first accept the report and it should urgently react to all the findings of the report. The company should also use the SWOT analysis as it would help the business to know the strength, weaknesses, opportunities and threat of their competitors and then capitalize on them. In addition the company should avoid engaging itself completely from all those bad practices e.g. corruption, influence in the tender process etc. because it may incur losses through fines say it was engaged and then it has been reported to the anti-corruption commission or agency.
3. If the company goes in this region, they should continue working in their own way because of the following benefits:
· The legal problems will be avoided
· There will be a positive working environment
· The company will build a strong customer loyalty
· [bookmark: _GoBack]And maintain the reputation
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