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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. 
	Please insert your completed assignment (in word format) here:
No.1 
i. What is Enterprise Risk Management? 
In an article on Investopedia, Will Kenton define Enterprise Risk Management as a plan-based business strategy that aims to identify, assess and prepare for any dangers, hazards and other potentials for disaster – both physical and figurative – that may interfere with an organization's operations and objectives.  
The key aspects of this definition are ERM is a plan-based strategy that aims to assess hazards and prepare to avert them to be able to achieve business objectives.

ii. Outline the main responsibilities of a CRO in an organization.
The Chief Risk Officer has the responsibility to study and understand the operations of the organization to be able to identify the risks that face the business and assess them. The CRO then advises management on the risks and appropriate measures to take for the management of the risks to the business. He also has a responsibility to continually monitor changes in the business environment that include customers, suppliers, competitors and the macro environment to be up to date with risks and methods to circumvent them.

iii. What is ‘risk control’?
Risk Control refers to methods that an organization may take to avert risks or the impact of the risk. This may be through eliminating the risk at source of origin, for example by changing a process, or reducing the risk like changing from using more dangerous chemical to using a less dangerous chemical, or by transferring risk to a third-party organization or to insurance.
 
iv. Outline the main components of a business plan.
The main components of a business plan include:
· Strategic Plan
This details the overall direction in which all efforts of the business are aimed at. It is a plan about the main idea of the business.

· Marketing Plan
Relates to the plan about both the demographics of the market for the business and the methods for penetrating and claiming a share of that market. It may also include competitive advantages or weaknesses.

· Operations Plan
This plan details how operations will go inside the business as well as the resources required to enable the operations.

· Research and Development
The research and development plan constitute of the ideas on how to gather more data about product, process or market and means of processing the data to come up with meaningful information that that assist in decision making.

· Management and Organization
This refers to the structures of management, business functions, communication, delegation of responsibility and sizes of the different teams/departments. 

· Forecasts and Financial Data
This part shows expected and actual revenues and expenditures, cash flow movements and bank and cash balances.

· Financing
Financing shows the capital structure and general capital expenditure of the business and well as its liabilities.

· Risk Management Process
The risk management process plan consists of the plan to manage risks, methods of risk identification and assessment and the policy on risk control measures.

· Business Controls
The business controls section may have the various significant controls the business may employ on different aspects such as operations, finance, marketing and other business areas. 

v. What is the importance of communication in crisis management?
Crisis communication deals with things that have gone wrong, unlike risk communication that deals with things that might go wrong. This view on its own shows the importance of crisis communication. Communication during the crisis requires that there should be clarity of the situation and needs. Failure to make clear communications during a crisis may result in an organization incurring interrelated losses that include public safety, financial loss and loss of reputation. 

vi. What is the role of senior executives in risk management of an organisation?
The senior executives create a policy which gives the approach towards risk management. They approve all risk management initiatives and they provide guidance in identifying, assessing and monitoring risks to the business. 
The senior executives also perform annual reviews of risk policies, approve risk limits and they monitor policy exceptions.

vii. Briefly outline the main benefits of implementing ERM.
Enterprise risk management improves investment decisions, reduces taxes and litigation and reduce transaction costs. Lam, 2014, argues that other benefits of ERM include that risk management becomes a management’s job. This means the management is directly involved in ERM and that makes it an advantage to the business since critical decisions rest with them. Lam, 2014, also argues that ERM can maximise shareholder value and promotes financial security and job security for the employees.
 
No. 2 “The fundamental goal of ERM is to avoid disruption or damage to the 	organisation as a result of unplanned or unmanaged risk events.” 	Discuss
Indeed, the fundamental goal of ERM is to avoid disruption or damage to the organisation as a result of unplanned or unmanaged risk events. This is supported several reasons for implementing ERM that include establishing target investments returns and product pricing that reflect underlying risks (Lam, 2014). When there is a good study of the risks, targets become more realistic as they take into consideration the risks involved. This same notion means operations are also aligned with set targets and eventually there are less surprises as efforts are made to work towards expected results.

ERM also enables capital to be allocated strategically. Priority for capital expenditure is given to projects and businesses with the most attractive risk-adjusted returns.

Risk transfer strategies are analyzed, and they are executed to optimize portfolio risk and return. These informed decisions ahead of events also reduce surprises in business operations.

An organisation will hire appropriate skills internally or externally to manage the risks as identified and assessed through ERM. The expertise brought in will advise accordingly and provide valuable input for critical decisions to be made by management such as decisions to do with future investments, mergers and acquisitions.

It may be argued that risk is closely linked with uncertainty, this view suggests that since there is a huge element of uncertainty in risk then ERM would still not ‘avoid disruption or damage to the organisation as a result of unplanned or unmanaged risk events’, quoting from the question. This view is partially true. Disruption or damage to the organization as a result of unplanned or unmanaged risk events cannot be avoided completely. However, the value of ERM is that the likelihood of unplanned events within the control of the organisation happening is reduced, for example poor investment decisions and that in the event of events beyond the control of the organisation happening, such as natural disasters, the organisation may have in place mitigatory measures reduce the impact these will have on the business and there are good chances of business recovery.
	 

 CASE STUDY

1. Outline the benefits of risk management which Dylan could share with Nigel. 
Dylan could share with Nigel benefits associated with managing business interruption risks, health and safety risks and environmental risks since this is the area Nigel may not have adequately dealt with according to his own admission. 

In the event of a health and safety incident the consequences could be a fatality at worst or worker injuries. Both scenarios could attract litigation and associated legal costs, worker compensation and damage to the business’ reputation. In addition, there is also the business interruption caused by committing time to the incident either directly of indirectly. The same costs to the business would also be incurred in the event of an environmental incident.

Therefore, taking measures in advance to avoid, reduce or mitigate the above in the event it occurs has great benefits to Nigel’s business. 

2. What is the first step that Dylan will take for risk assessment of the business? 
The first step Dylan would take for the risk assessment of the business is to understand the business itself and its operations to identify hazards that pose risks to the business. 

Identification of hazards is always the first step but this is best done when there is an understanding of operations and processes to ensure that the assessment addresses issues relevant to the specific operation being assessed. 

3. What will Dylan do at the risk control stage? 
At the risk control stage Dylan would examine the risks to the business against the capacity of the business to handle or mitigate the risks and this would drive at decisions such as risk avoidance, reduction, transfer or acceptance.

Risk avoidance would entail avoiding a process or changing it, whereas reduction measures means the business would have to find less risky initiatives or to put control measures in place such as engineering controls, administrative controls or worker personal protective equipment. Risk transfer would mean that Nigel would have to transfer the risk to a third party such as a contractor or insurance.

Risk acceptance is where there is inherent unavoidable risk in the operations with nothing much to do about it and the business should accept it and ensure that it has the capacity to handle any damage if it occurs.
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