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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. 
	Answer the following questions:
1. Define risk and define its various types.
Risk is an uncertain event or condition that, if it occurs, has an effect on at least one objective.
Meanwhile, risk management is the identification, evaluation and prioritization of Risk (defined in ISO 31000 as the effect of uncertainty on objectives) followed by coordinated and economical resources to minimize, monitor and control the probability or impact of unfortunate events or to maximize the realization of opportunities.
Mostly, risks is related to one of the four area:
· The organization’s long term strategy.
· Time of change in an organization.
· Day-to-day operations at the organization.
· General financial health of the organization.
Risk can be positive, negative or neutral. 

There are several types of Risks.
Quantitative Risks
These are the type of risks that can be easily quantified. They have major impact and effect on time, people, money and other resources. Lost of revenues or time can be a proper example of it.

Qualitative Risks
These types of risks cannot be easily quantified and this might be due to lack of data to identify the origin of the risk and its impact is difficult to be understood properly. 
The goal is to minimize the Qualitative Risks and develop them into quantitative ones in this way your risk management identification would be much more close to the reality of that object or project. 


2. What are three common risk management techniques?
As previously mentioned, risk management is a set of principles and processes that minimizes the negative effect into positive impact. In essence it should identify the risks, analyze them and provide solutions to prevent any of these events. 
All categories of risk incorporate two kind of costs.
The first costs include risks that whose possible losses become actual losses, such as replanting the farm after a destructive flood. 
The second includes the expenses for reducing or probably eliminating risks of possible loss. 
There exists three type of risk management techniques.
· Risk Avoidance
Businesses can avoid the risk of failure by not producing the final product and not launching it. So, can do many ships by not going into the open sea, but all these will require a business to stop, or shut down with a high cost. For which is not what they are meant to be.
However, there is certain situations where risk avoidance is the best strategy. Such as people who will stop drinking alcohol, or taking drugs will definitely avoid the risk of certain illnesses or early death. Therefore we can say that any implementation taken to avoid the risk of certain objects without consecutive high costs will be included in this techniques.
· Risk Reduction
Sometimes the risks are impossible to avoid but they can be minimized to certain level. A biker can reduce the risk of severe injuries by wearing protective helmet and uniforms. Businesses can reduce and minimize the risk of failure by proper planning and studying of the market. In these situations the cost involved in minimizing the risk is worth the saving considering a possible failure. 
Certain strategies and operations from experienced team members of an organization can prevent or minimize the risks and these strategies may include such as:
a) Provision of safety programs for employees to avoid any safety related issues
b) Provision and purchase of safety equipment for the use of employees such as PPE.
c) Security guards and CCTV cameras to prevent any rubbery.
d) Use of Fire prevention system such as fire alarms, extinguishers, sprinkler systems
e) Accurate and proper accounting or stocking program and regulations to prevent any stealing.
· Risk Assumption
People or businesses will have to accept certain risks as part of their every-day life and as part of the business type they perform. A biker riding to work with his bike is aware of the potential risk of an accident but, the use wearing of helmet and following the traffic rules will minimize the risk. 
Businesses realize the risk of providing certain products or services but they minimize the risk to a certain level with certain strategies such as market tests and researches. Therefore, assuming risk is a situation of accepting or taking of responsibility for a failure or loss from that might occur from that risk
Basically, a risk is considered to be assumed when one or more of the following might happen:
a) The potential loss is insignificant.
b) Strategies applied have reduced the risk to a considerable minimal level.
c) Insurance coverage available is too expensive.
d) No optional risk strategies are left on the table.
Many businesses apply certain risk assumption strategies such as self-insurance and this is a practical technique for high insurance costs saving. This process consists of providing a monetary fund which will be considered for the cost of any possible losses that might occur.
A good example would be businesses with lots of branches. They can gather a certain annual fund for each of these branches and collect it into a mutual fund that can be an interest-bearing fund. This fund can be used for any possible loss from a fire to any of the shops.
3. What are the four T’s of responding to risk?
Right after recognizing/identifying the risks and ranking it, the next important thing is to respond to it. In order to respond to risks, there are four ways to do that according to the Thread level of risk. It is called the 4 “T” of responding to a risk.

Tolerate
By tolerating the Risk you accept the essence of the risk and its possible consequences. This type of risk is almost inconsiderable to its effect. A business sometimes tolerates the risk of losing certain employees whose role and impact in the company is inconsiderable.

Treat
For this type of risk basically companies/businesses or individuals find ways or options to deal with it directly and come up to a treating solution. A Project Manager orders supplies for his project from a certain abroad company meanwhile in the case that this supplier has not been delivering them then the project manager finds an immediate other supplier to not affect the project progress. 

Transfer
Sometimes the possible risk is materialized in other third party in the form of bonds or insurance guarantees. As mentioned at the above example, the project manager prior to purchasing the materials from that certain abroad supplier, asks them to provide a bond as a guarantee of the delivery to the supplies.

Terminate
At the worst scenarios of possible risks, the object/activity that causes this risk is terminated. Considering the previous example, the project manager after analyzing the risk of certain abroad companies he finally decides to relate on the local market supply
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