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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. THE MEANING OF ENTERPRISE RISK MANAGEMENT

Enterprise risk management (ERM) is the process of planning, organizing, leading, and controlling the activities of an organization in order to minimize the effects of risks on an organization's capital and earnings. Enterprise risk management expands the process to include not just risks associated with accidental losses, but also financial, strategic, operational, and other risks. Enterprise Risk management can also be defined as a strategic business discipline that supports the achievement of an organization’s objectives by addressing the full spectrum of its risks and managing the combined impact of those risks as an interrelated risk portfolio.

II. THE MAIN RESPONSIBILITIES OF A CRO IN AN ORGANISATION

The Chief Risk Officer (CRO) is rapidly becoming one of the most crucial members of the management team. The following however are the responsibilities of the CRO:

· Coordinating the organization's Enterprise Risk Management (ERM) approach.
· Ensure that the organization is in full compliance with applicable regulations to analyze all risk related issues
· Assess risk throughout the organization and action plan
· Develop plans to mitigate risk
· Create an integral risk framework for the entire organization
· Advise on directing capital to projects based on risk
· Communicate to all stakeholders about risk
· Create a culture risk awareness with the organization
· Ensure lines of businesses have risk capacity both in personnel and risk system
· Advise on risk issues in strategic decision making
· Provide aggregated and detailed reports on risk in line with risk appetite and risk limits

III. THE MEANING OF RISK CONTROL
Risk control is the method by which businesses or organizations evaluate potential losses and take action to reduce or eliminate such threats. It is a technique that utilizes findings from risk assessment, which involve identifying potential risk factors in a firm's operations, such as technical and non-technical aspects of the business, financial policies, and other policies that may impact the well-being of the firm. Risk control also implements changes to reduce risk in these areas. 
IV. MAIN COMPONENTS OF A BUSINESS PLAN
Writing a business plan is a big task, and to be honest no two business plans are alike .However, most effective plans include the following important components:
· Company overview: This includes the business’s  mission, vision, values, products, unique attributes, and the business opportunity one plans to seize
· Business environment: This is an analysis of the industry, the marketplace, the customers, the competition, and how you stack up
· Company description: This is the capabilities that gives a unique advantage over the business’s competitors  including your management, technology, operations, distribution, service, finances, and marketing
· Company strategy: The roadmap to the future (including how one will seize opportunities and avoid threats), the growth plans, the marketing plan, and even the exit strategy
· Financial review: The state of someone’s  finances, including the income statement, balance sheet, cash flow statement, profit projection, and budget
· Action plan: Steps someone will take to implement his or her business plan to meet their goals and objectives.
V. THE IMPORTANCE OF COMMUNICATION IN CRISIS MANAGEMENT
     A crisis is something which poses a real threat to either the reputation or even the survival of the company. This can be anything from any member of staff, supplier who may have behaved in a manner which is so unacceptable and as a result it has led to the closure of the business. This could happen say one of the customers was so unhappy with the service and that he/she out of frustration or disappointment has gone to tell the press about their bad experience about that specific company. Therefore, crisis management means having a plan in place when things go the wrong way and making sure the people responsible are able to act quickly in case the business come under threat. Such a crisis may sound small but when the bad news hits the public, a real crisis may begin.
  The media however, plays an important row in any given society more especially the online media which would spread the news so quickly. Managing whatever type of crisis be it small or big is so important this will reduce the damage caused to the business. Communication is so important because the way one communicates when there is a crisis can make some difference between the crisis going really out of hand and it being a small setback. Therefore, the management or whoever is given the task should make sure that they are in control of the crisis in terms of communication. When the stakeholders or the public have interests in the business’s crisis, one needs to feed all the information they deserve to hear. Once you ignore to feed them with the news then you are giving the chance to the media to create or cook up their stories. The intention of having a powerful crisis communication is to tell the stakeholders that the business is:
· Seriously taking care of the crisis
· Going about its normal work and 
· Bringing back the support of the people who matter the most
  If the crisis is not handled in a right manner then the whole situation is likely to become very much worse than it was expected. People should make sure that the massage itself is not wrong but correct or else the media once again will create false stories out of it. In conclusion the following are the principles to follow when coming up with the massage. Be:
· Empathy-showing people that you understand their anger or cries.
· Content
· Action to be made
· Transparency by being open and so honest.
VI. THE ROLE OF THE SENIOR EXECUTIVE IN RISK MANAGEMENT OF AN ORGANIZATION
    The following are the roles of the senior executive in Risk management:
· To identify, monitor, analyze and escalate risk
· Provide analytical input in support of risk synthesis and communication
· Working to disseminate risk information through various channels to relevant stakeholders in a timely manner
· Assist in operational risk management analysis based on the operational risk system output
· To develop the risk management plan
VII. THE MAIN BENEFITS OF IMPLIMENTING ERM
        Having an effective enterprise risk management (ERM) program in place can really help various organizations to manage their risks and maximize opportunities. Organizations in all types of industries, public and private, have observed a variety of benefits from enhancing their risk management programs. The following are the main benefits of implementing ERM:
· Response: It allows companies to react more quickly to emerging risk
· Driving Higher Shareholder Value: Credit ratings have a significant bearing on any company’s borrowing capacity and also the rate at which a company can borrow. Hence, ERM also assumes the role of a determinant of cost of capital and consequently of shareholder value.
· Efficient use of resources: Any business without ERM, many individuals may be involved with managing and reporting risk across operational units. While developing an ERM program does not replace the need for day to day risk management, it can improve the framework and tools used to perform the critical risk management functions in a consistent manner. Eliminating redundant processes improves efficiency by allocating the right amount of resources to mitigating the risk.
· Creation of a more risk focused culture for the organization: Organizations that have implemented ERM have noted that increasing the focus on risk at the senior levels results in more discussion of risk at all levels. The resulting cultural shift allows risk to be considered more openly and breaks down silos with respect to how risk is managed.
· Standardized risk reporting: ERM supports better structure, reporting, and analysis of risks. Standardized reports that track enterprise risks can improve the focus of directors and executives by providing data that enables better risk mitigation decisions. The variety of data (status of key risk indicators, mitigation strategies, new and emerging risks, etc.) helps leadership understand the most important risk areas. These reports can also help leaders develop a better understanding of risk appetite, risk thresholds, and risk tolerances.
· Awareness: It results in a greater awareness of the trade-off between risk and return.
2.
Enterprise risk management is a plan-based business strategy that aims to identify, assess and prepare for any risks that may interfere with a company's goals and objectives.

Organizations have always focused on managing common risks that could cause detrimental losses, such as fires, thefts and natural disasters. Typically, companies purchase commercial insurance policies as risk protection. Modern businesses, however, face a much more diverse collection of obstacles and potential dangers. The goal of enterprise risk management is to identify all those business risks and address their combined impacts and outcomes to maximize a company's whole potential. Planning plays a key role in the success of this holistic strategy. ERM includes the methods and processes used by organizations to manage risks and achieve their objectives. ERM provides a framework for risk management, which typically involves identifying particular events or circumstances relevant to the organization’s objectives, assessing them in terms of likelihood and magnitude of impact, determining a response strategy, and monitoring progress. By identifying and proactively addressing risks and opportunities, business enterprises protect and create value for their stakeholders, including owners, employees, customers, regulators, and society overall.
Companies that understand their risks have a greater ability to prevent or react to events that can impact goals and objectives. Ultimately, this can translate into less volatility and a competitive edge. A good grasp of risk can also open up a company’s perspective on opportunities it may want to pursue.
ERM enables management and the board to have a more consistent view of and approach to risk. Management and the board often have different perspectives on a company’s most important risks, such as implications of a disaster or a business disruption. Often, a company’s ability to respond is not truly understood until an event such as a tornado or earthquake occurs
In addition, ERM helps management to achieve the performance and profitability targets as well as prevent loss of resources. This helps provide effective reporting, compliance with laws and regulations, and helps to avoid damage to a company’s reputation and associated consequences. Enterprise risk management helps a company get to where it wants to go and avoid pitfalls and surprises along the way.


CASE STUDY

1. The following are the benefits of risk management which Dylan could share with Nigel:
· Improved Risk Culture: Enhancing the individual and group perception and behaviour that determine how the organization identifies, understands, discusses and acts on risk. 
· Reduced Operational Surprises and Losses: Implementing a proactive program to identify potential events and establish responses, reducing surprises and associated costs and losses. 
· Reduced Costs and Expenses: Minimizing business disruption and implementing business continuity measures, whilst shedding ineffective resources and activities e.g. health and safety rules and regulations
· Accelerated Identification of Risks: Assessing the inherent relationships between risks and their interdependence to enable more predictive identification of threats and opportunities.
· Enhanced Risk Decision Making: Ensuring that the best risk decisions are adopted when selecting risk management options whilst integrating risk considerations into all key business decisions.
2. The first step that Dylan will take for risk management of the business is to identify the hazards. In order to identify hazards he needs to understand the difference between a ‘hazard’ and ‘risk’. A hazard is ‘something with the potential to cause harm’ and a risk is ‘the likelihood of that potential harm being realized’. Hazards can be identified by using a number of different techniques such as walking round the workplace, or asking the employees.
3. After analyzing the risk Dylan should then decided how he can control the risk. If the risk can be controlled within the business then well and good, if not then he should again decide on how to transfer that risk. Risk control is the entire process of procedures, systems, policies an organization needs to manage prudently for all the risks which are arising.  If the risk is not manageable and Dylan cannot retain that risk, then he has to transfer that risk to a third party. This is the stage where insurance comes in action. Insurance will be willing to take on those risks which the business can’t handle.
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