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Question 1
I- What type of information does a business risk analysis give?
The main process goal of analysis, which the first stage in the risk management process, is to understand the business processes as input for the next stage in the overall risk management process.
While realizing that the analyses stage will be customized to suit the specific requirements of the study or assignment when the overview of the entire business is being acquired, the analysis stage will be satisfactory when it fulfils these sub-goals:
The business objectives are defined; 
 An organogram of the business structure is constructed;
The business process map has been examined or a high-level process map has been developed, if it did not exist already; 
 The existing internal controls are established and evaluated; 
 All the primary business functions are studied; 
 The prevailing corporate Risk Management Plan is studied, along with the concerns of the audit committee; 
The business risk appetite is made obvious; 
The existing risk register is reviewed; 
No departments are excluded and personnel from all suitable company departments are involved;
 Department representatives taking part in the analysis process are sufficiently senior to be well-informed about their own area of expertise, and be aware of both company risk exposure and past corporate lessons learnt; and 
 Consultation is done with non-executive directors and where appropriate, they are included in the process of risk identification.
II What are the outputs for a business risk analysis?
Process Outputs The findings of the business analysis are the process outputs. These findings should be recorded and included in the report to be prepared at the completion of the study. There should also be an appendix in the report listing the documents referred to, their title, date and author; in case further reference needs to be made to them. The findings will act as inputs for the identification process; 
· Identify and Quantify Uncertainty
· Compute the Impact of Uncertainty
· Complete a Risk Analysis Model
· Explore the Model with Simulation
· Analyze the Model Results
· Make Decisions to Better Manage Risk


III Outline the constraints which could be involved in a business risk analysis.
The Business Risk Management culture, resources, studies, and plans are said to be regulating or constraining the risk identification process. 
 The Business Risk Management culture will constrain the risk identification process in terms of the degree of significance, commitment and enthusiasm attributed to the process and the extent of support given when the risk management process begins. 
Resources required for risk management may constrain risk identification in terms of time. When cost is a constraint, especially when external support is being utilised, less expensive and most likely less experienced staff may be selected for the task. When time is limited and risk management activities are fast-tracked, there is a strong probability that the quality of the output will be reduced. All of these constraints will probably compromise process effectiveness, especially the scope of risk identification, potentially leaving blind spots. 
The risk management study itself will constrain the risk identification process if: 
There is no clear focus for the study;
The activities are too ambitious for the timescale; 
People attending interviews or workshops are not given sufficient notice
The purpose of the study, timetable of events and their expected involvement isn’t explained satisfactorily;
The facilitator isn’t suitably experienced;
The facilitator and attendees are inadequately prepared;
Participants are not familiar with the process, terminology, and outcomes of risk management.
The timetable does not suit key participants, so they don’t attend.
Attendees bring additional personnel on their own, without the sponsor’s permission.
IV ‘Ratio analysis’ is one of the tools of risk analysis’. How is it performed?
Ratios Various aspects of a company’s financial position and performance can be identified using financial ratios. They are widely used for planning, management and evaluation purposes. Financial ratios help to assess the financial wellbeing of a business and can be used by management in a variety of decision making activities; such as profit planning, pricing, managing working capital, financial structure and dividend policy. Financial ratios provide a quick and comparatively easy means to examine a company’s financial condition. A ratio simply expresses the relation of one figure to another figure appearing in the financial statements, for example, net profit in relation to capital employed, or perhaps some other resource of the business. Ratios can be placed into certain categories, each of which reflects a particular aspect of financial performance. The following broad categories are a useful basis for explaining the types of financial ratios: Profitability: The primary objective of starting a business is to create wealth for the owners. Profitability ratios offer valuable insights into the degree of success that the management has attained in achieving this goal.
 Ratios express profits in relation to other important figures in the financial statements or business resources. Efficiency: Ratios can be used to assess the efficiency with which particular resources have been used within the company. Such ratios are also known as activity ratios. Liquidity: Liquidity is a very important measure of risk exposure. It is important for a business to have sufficient liquid funds available to meet obligations as and when they mature. Ratios may be calculated to examine the relationship between liquid resources held and creditors whose payments will be due in the near future. Gearing: Gearing is the relationship between the amount of money provided by the owners of the company and the amount provided by outsiders, and has an important effect on the degree of risk associated with the business. Gearing holds grave significance for managers who must take it into consideration while making financing decisions. Investment: Certain ratios are related to the assessments of the returns and performance of shares held in a specific company. Key aspects of calculating ratios to help risk analysis are: 
The liquidity ratio would be of sufficient importance where there is a risk relating to the inability to repay amounts owing in the short term; 
The profitability, investment, and gearing ratios are used to establish risk to returns on investment;  
The profitability and gearing ratios would help in the event that there was concern by long-term lenders over the long-term viability of the business.
V How is the SWOT analysis performed for a business?
SWOT Analysis The acronym SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. The SWOT analysis headings offer a structure for reviewing a business as a whole or any specific issues including a strategic alternative, an opportunity for an acquisition, a possible partnership, a new product, a business proposal, or outsourcing an activity. A SWOT analysis is a subjective evaluation of data, which is organised by the SWOT format into a logical order that facilitates understanding, presentation, debate and decision making. 
The SWOT analysis template is generally a grid comprising four sections, one for each of the SWOT headings: 
The analysis of the firm (internal features); 
The market analysis (internal and external features); 
The product, portfolio, and matrix analysis (internal and external features); and 
The analysis of the general environment (external features)
VI“PEST analysis is a useful tool for analysing a business and in particular understanding market growth or decline." Discuss
PEST Analysis A PEST analysis is used for analysing a business, specifically to understand market decline or growth. PEST is an acronym for Political, Economic, Social, and Technological factors. This is a business measurement tool used to evaluate the market for a business or organisation. Businesses are continuously reacting to changes in the environments in which they operate. Proactive businesses try to anticipate changes in their external environment by observing trends through practices, such as market research. This enables them to plan and prepare. Reactive businesses have to decide what to do after a change has occurred and because they have been taken by surprise, they generally tend to be faced with one crisis after another. Because of this, decision-making is less effective as they have to rush into making significant decisions without sufficient information. In order to make effective decisions, businesses should be constantly monitoring their environment to identify potential changes and risks and prepare for them. A PEST analysis of Political, Economic, Social, and Technological factors will identify most of the external environmental influences on how a business performs. These influences are part of the macro environment over which the business has no control. An initial PEST analysis can be performed as part of a desktop study and then used again with a project team or business group to identify external influences and gain the consensus of senior managers.
VII What is the importance of a marketing plan in the risk analysis of a business?
Marketing Plan The central force determining a company’s competitive position is the rivalry among businesses. Therefore, it is necessary to analyse competitors. The elements of a competitor analysis are:
  Existing positioning or strategy;
  Strengths, weaknesses, opportunities, and threats (SWOT); 
 Probable strategy changes; 
 Financial strength; 
 Operational strength; 
 Resource strength; and 
 Research and development strength Markets are becoming more unpredictable and complex; however, companies are able to sense and react to competitors at a faster rate due to technology and information flows. This rapidly moving competition means companies cannot wait for a competitor to make a move before deciding how to react. The new watch words are anticipation and preparation as companies need to be ready for every eventuality. Rapid countermoves meet every move of a competitor ensuring that any advantage is only momentary. Sony, a household name in digital consumer electronics, was both astonished and seriously affected when Apple made waves with their iPod, especially since this was a market that Sony had pioneered with its Walkman.
Question 2 
Discuss the outputs of a business risk analysis.
The Process of Risk Analysis
The process of risk analysis includes identifying and quantifying uncertainties, estimating their impact on outcomes that we care about, building a risk analysis model that expresses these elements in quantitative form, exploring the model through simulation and sensitivity analysis, and making risk management decisions that can help us avoid, mitigate, or otherwise deal with risk.
· Identify and Quantify Uncertainty
· Compute the Impact of Uncertainty
· Complete a Risk Analysis Model
· Explore the Model with Simulation
· Analyze the Model Results
· Make Decisions to Better Manage Risk
[bookmark: Identify_and_Quantify_Uncertainty]Identify and Quantify Uncertainty
In risk analysis, our goal is to identify each important source of uncertainty, and quantify its magnitude as well as we can.  For example, we may not know our competitor's exact price, but we can place bounds on it, based on known production and marketing costs.  While we can't predict the exact number of people shopping at a store each day, we can examine past data for the frequency of days when (say) 10, 20, 30, ..., 100 people shopped, and use this to estimate a distribution of shoppers on future days.  This process of identifying and quantifying uncertainties is a key step in risk analysis.
[bookmark: Compute_the_Impact_of_Uncertainty]Compute the Impact of Uncertainty
Our next step is to accurately estimate the impact of the uncertainties on the outcomes we care about.  For example, we may not be able to predict demand for our product exactly; but given a number for demand, since we know our costs and margins, we can often calculate the impact on our Net Profit.  We may not know the exact number of shoppers on any future day; but given a number of shoppers, we can calculate how many store salespeople we need to service them, and estimate the sales we're likely to generate.  In doing this, we build a model that allows us to compute "outputs" -- outcomes such as Net Profit -- for any given "inputs".
[bookmark: Complete_a_Risk_Analysis_Model]Complete a Risk Analysis Model
If we can complete these steps, we'll have a risk analysis model (or simply risk model).  The model has inputs which are uncertain -- these may be called uncertain variables, random variables, assumptions, or simply inputs.  For any given set of input values, the model calculates outputs -- outcomes such as Net Profit. Unlike other kinds of models, a risk analysis model requires us to think in ranges:  Because the inputs are uncertainand may take on many different values, the outputs are also uncertain and may take on a range of values.  If management asks, "Give me a number for next year's sales", a risk analyst must respond that a single number is not going to be meaningful -- it will defeat the purpose of risk analysis.
[bookmark: Explore_the_Model_with_Simulation]Explore the Model with Simulation
We can use our risk model in several ways -- but one effective way is to explore the possible outcomes using simulation.  For a model in Excel, we can use software, such as Frontline's Risk Solver, to perform a Monte Carlo simulation on our model.  Simulation performs many (thousands of) experiments or trials -- each one samples possible values for the uncertain inputs, and calculates the corresponding output values for that trial. The first run of a simulation model can often yield results that are surprising to the modelers or to management -- especially when there are several different sources of uncertainty that interact to produce an outcome.  Even before an in-depth analysis of the results, simply seeing the range of outcomes -- for example, how low and how high Net Profit can be, given our model and sources of uncertainty -- can encourage a re-thinking of the risks we face, and the actions we can take.
[bookmark: Analyze_the_Model_Results]Analyze the Model Results
Because a simulation yields many possible values for the outcomes we care about -- from Net Profit to environmental impact -- some work is needed to analyze the results.  For instance, we can summarize the range of outcomes using various kinds of statistics, such as the mean or median, the standard deviation and variance, or the 5th and 95th percentile or Value at Risk.  It is also very useful to create charts to help us visualize the results -- such as frequency charts and cumulative frequency charts
Another powerful tool for assessing model results is sensitivity analysis, which can help us identify the uncertain inputs with the biggest impact on our key outcomes.  Using software, we can also run multiple simulations, with an input we choose taking a different value on each simulation, and assess the results.  Analyzing the model can give us more information, but also insight about our real-world problem.  For example, a tornado chart can give us a quick visual summary of the uncertainties with the greatest positive and negative impact on Net Profit. 
Make Decisions to Better Manage Risk
The payoff comes when we use our risk analysis model and simulation results to make choices or decisions, that may help us avoid or mitigaterisk -- or perhaps earn greater returns that help compensate us for taking these risks.  We can also compare the risk and return of different projects or investments, and we can seek to diversify our position so that no single risk can do too much harm.  By doing this, we can practice risk management.
While we can't avoid uncertainty and risk altogether, there are often many steps we can take to better cope with risk.  Risk analysis helps us determine the right steps to take.  Our next step in this Tutorial is to take a closer look at a risk analysis model.
Case Study: 
1- How do you think that CRO has gathered this information ? 
I think he used PEST analysis for analyzing a business, specifically to understand market decline or growth.
A PEST analysis of political, Economic, Social, and Technological factors will identify most of external environmental influences on how a business performs. These influences are part of the macro environment over which the business has no control. An initial PEST analysis can be performed as part of a desktop study and then used again with a project team or business group to identify external influences and gain the consensus of senior managers.
2- What should be the company’s approach based on this report ?
the management has to read carefully the report and study all the factors in an independent way, has to careful read the political factors, they have to define the political factor if its low or high, positive or negative for them to make an investment. 
They have to study the economic environement also, if there is high corruption or low and the government strategy plan to rise transparency in economical way.
Regarding Socio-Cultural factor and the population act and their action against the company and the services they provide.
Technological is to perform that the country provide high technology and help the companies to provide there population good services.
Each step has a rate, it depends on the management of the company if they invest or not, the company’s management has not to ignore any factor of it. 
3- If the company foes for investing in this region, should they follow the prevailing business system or should they continue working their own way?
If the company’s management decides to invest into this region, they have to follow the country country business system to make profit for the mother company but they have not to forget they way of working and rules stated from the mother country which they lead them not to make wrong decision and fail. Each country has their own specifics advantage and disadvantage which no one can deny, doing a mixed strategy and work system they will lead them to secuss. 
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