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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:
Q1. i.
Risk control is the use of risk assessments to identify areas and levels of risk within the organisation and taking appropriate measures and implementing systems and changes to reduce the risk in the identified areas. Devices such as a risk matrix may be employed to assist in the decision-making process as to what constitutes a reasonable measure of risk control.  Each individual risk is analysed and the risk matrix takes account of probability versus severity and risk can be categorized as high medium or low. See Q1.vii for evaluation of risk. Once control measures are in place the risk can be re-evaluated.
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	Q1. ii. 
Risk avoidance and risk control are both ways to manage risk and both measures can be employed as to which measure is most suitable for any given risk will be considered as part of a Risk Management strategy.
Risk avoidance deals with eliminating any exposure of risk that poses a potential loss. Risk control deals with reducing the likelihood and severity of a possible loss.

Q1.iii. 
Risk prevention is the most effective form of risk control as it entirely eliminates all the factors that could contribute to adverse conditions and renders the potentially damaging situation impossible.
Risk avoidance means taking reasonable steps to avoid a potentially damaging occurrence. 
Changing light bulbs in a building at 20ft is an extremely risky activity as the engineer may fall off a ladder. To prevent the risk you could say that no light bulbs will be changed.  However, if the lights go out production ceases. To avoid the risk of an engineer falling off the ladder a cherry picker could be used instead or the building design could incorporate gantry access to services.

Q1. iv.
Risk Management can make a difference directly to profit.

It reduces costs several ways:
· by anticipating and mitigating risks it can persuade insurance companies to reduce premiums.
· By ensuring employees health safety and well-being you will reduce absenteeism the cost of which is not always obvious.
· Down-time and reduced productivity is minimised as events are planned for and adverse occurrences dealt with quickly.

Risk management allows you to quantify risk and knowing the magnitude of a risk allows you to make better business decisions, some risks are worth taking because of financial benefit they could deliver, this is particularly so when investing.

Risk management allows you to best deploy your resources and direct them to most appropriate areas and to manage risks proportionately, if you do not consider risk in a planned and coordinated way you may waste resources, both physical and financial by dealing with issues as they emerge whereas prevention, mitigation, contingency or avoidance could have been considerably cheaper and more profitable. 

For example had you considered the fact that someone may slip on your sloped path in the winter you would have invested in a grit bin, asked the caretaker to grit the path whenever necessary and put up a sign alerting everyone to the dangers. A small outlay compared to the cost of a member of staff slipping, breaking their ankle, having 8 weeks of work and seeking compensation and the HSE conducting a RIDDOR investigation and you being fined for failing to take proper preventative steps.

Q1. v.
The primary objective of risk management the identification, assessment, and prioritisation of risks in order that those risks can be addressed, monitored and controlled so that any uncertainty will not unduly affect business delivery and profitability. 

Q1.vi.
Risk management is essential to any business and the employment of a thorough risk management process will deliver many benefits to your organisation. Those benefits are explored in Qvii.

All managers manage risk, it is part of their role however if this is supported by a well developed and documented process it will ensure managers learn and apply the process effectively.

Not everyone is a global expert and particularly in larger organisations they will have people responsible for risk in specific areas as well as perhaps a risk coordinator. Someone who is expert in identifying and mitigating financial risk may not be well versed in health and safety. This in its self is a risk control measure.

The process itself will involve the identification of risks that may affect the running of your business. These risks and all subsequent analysis, evaluation and mitigation should be documented and a risk register maintained.

Once identified risks must be assessed to establish likelihood and potential consequence.

This information will then allow you to evaluate or determine the level of risk, this will be a product of likelihood combined with consequence. This is discussed further in Q1vii. This evaluation will determine whether or not a risk is acceptable or whether it requires some level of treatment. 

Treatment of a risk will depend on the severity, treatment could be in the form of control, prevention or be supported by contingency. Measures need to be informed, cost-effective and proportionate.

As with any process it is vital to monitor and review risks. A risk assessment is not a one-time event as most environments are fluid such as changes in personnel, legislation, technologies and business requirements so risks can change in both magnitude and importance and measures employed may vary in effectiveness.

Q1.vii.
Risk is about uncertainty, you cannot eliminate risk, nor should you because not all risk is negative and some risks present opportunities. There are benefits to embracing risk and having a comprehensive risk management plan that recognises both the opportunities and threats presented. 

Having a risk management plan shows a healthy and proactive approach to risk and this is likely to make you more attractive to financial backers or insurance brokers therefore increasing your access to finance or to reducing your insurance premiums. The presence of a risk-management program may aid you in proving due diligence in legal action, potentially limiting and protecting your liability in case of legal action.
A risk management plan anticipates and prioritizes risks and potential problems. Should the events occur impulsive and knee-jerk reactions can be avoided as plans to treat them have already been developed and agreed. This avoids delays in responding and makes sure resources are used appropriately thus limiting any adverse effect on productivity and profitability.  
Staff, your most vital resource are likely to feel more supported, be healthier and less stressed if they know risks are managed appropriately, they are not constantly in fire-fighting mode, their health safety and well-being is considered. All this leads to improved productivity and reduced sickness.

Q1.viii.
To evaluate risk devices such as a risk matrix may be employed to assist in the decision-making process as to what the magnitude of a risk is and what effect control measures may have on reducing the magnitude of risk.  Each individual risk is analysed and the risk matrix takes account of probability versus severity and risk can be categorized as high medium or low.

Below is a sample of the risk assessment template used by the organisation I work for.

This information should be recorded for all risks and evaluated both before and after control measures. Risks should regularly be monitored and re-evaluated.




	Sample Risk Matrix

Key 
	Low Risk (1 - 4) 
	

	Medium Risk (5 - 12)
	

	High Risk (15 – 25) 
	



	Likelihood
	Consequence

	
	Insignificant
 1
	Minor
 2
	Moderate
 3
	Major
 4
	Catastrophic
 5

	Almost Certain
5
	5 - Amber
	10 - Amber
	15 - Red
	20 - Red
	25 - Red

	Likely
4
	4 - Green
	8 - Amber
	12 - Amber
	16 - Red
	20 - Red

	Possible
3
	3 - Green
	6 - Amber
	9 - Amber
	12 - Amber
	15 - Red

	Unlikely
2
	2 - Green
	4 - Green
	6 - Amber
	8 - Amber
	10 - Amber

	Rare
1
	1 - Green
	2 - Green
	3 - Green
	4 - Green
	5 - Amber



	Risk Category
	Risk Ratings – Impact/Consequence

	
	Insignificant - 1
	Minor - 2
	Moderate - 3
	Major - 4
	Catastrophic - 5

	Safety 
	No treatment required 
	Single person requiring First Aid treatment  
	Single person requiring Medical treatment  RIDDOR reportable First Aid treatment required by multiple persons  
	Single person suffering permanent Incapacity/disability  Medical treatment required by multiple persons 
	Fatality Multiple persons suffering extreme injuries 

	Security 
	Security issue with minimal impact on small proportion of the organisation 
	Security issue involving parts of the organisation with minimal impact 
	Organisational wide or key area security incident  
	Serious organisational wide or key area security incident  
	Extreme organisational wide or key area security incident  

	Financial 
	Up to £10,000  
	 Exceeding £10,000 and up   to £100,000   
	Exceeding £100,000 and up to £1,000,000 
	Exceeding £1,000,000 and up to £10,000,000 
	Exceeding £10,000,000  

	Reputation Damage 
	Minimal issue(s) Easily corrected No media interest 
	Issue(s) that is/are correctable with resources, short term local media interest 
	Substantial issue(s) manageable with resources Long term local media interest 
	Serious issue(s) Adverse publicity – local and national media interest, significant resources required to rectify situation 
	Extreme issue(s) Adverse publicity – long term national and local media interest Irreversible reputational loss 

	Business Continuity Loss 
	Up to 1 day impacting on a proportion of the organisation 
	Up to 1 day impacting on key organisational functions or organisational wide 
	Exceeding 1 day and up to 1 week impacting on a proportion of the organisation 
	Exceeding 1 day and up to 1 week impacting on key organisational functions or organisational wide 
	Exceeding 1 weeks loss Impacting on key organisational functions or organisational wide 

	Legal 
	Verbal warning from official body issued 
	Written warning from official body issued 
	Investigation by official body Improvement notice served 
	National enquiry Prosecution 
	National enquiry Prosecution & imprisonment Resignations at senior level 



	Likelihood 
	Risk Ratings - Likelihood 

	
	Rare - 1 
	Unlikely - 2 
	Possible - 3 
	Likely - 4 
	Almost Certain - 5 

	Probability
	Up to 10% 
	Over 10% and up to 30% 
	Over 30% and up to 50% 
	Over 50% and up to 75% 
	Exceeding 75% 

	Definition
	May only occur in exceptional circumstances 
	Expected to occur in a few circumstances 
	Expected to occur in some circumstances 
	Expected to occur in many circumstances 
	Expected to occur frequently and in most circumstances 








	
Case Study 1.

I think William Telford several mistakes, his company grew rapidly and it appears there was little time for consolidation. When branching into the overseas market William seemed to assume it would be the same as dealing with UK clients and did not properly investigate or plan for the complexities of this.

He failed to consider what would happen if there were a client failure or a multiple client failure or a market failure. Consequently, William was taken by surprise and he used a short-term solution for a small glitch for a long-term major problem therefore compounding the direness of his situation. William had no sustainable cash flow contingency.

Case Study 2.

I think a risk management strategy would have helped William in avoiding some of the mistakes he made, but also in helping him manage occurrences of some inevitable risks.

If he had taken risk management seriously he would have looked at the rate and diversity of his expansion and what the opportunities and threats associated with that were. He seems to have seized on opportunities without the appropriate balances to mitigate against the risks. 

History tells us that there is boom and bust in most industries and William should have considered that there was a high probability that at some point there would be a bad debtor, or a market failure and that there should be some contingency for the different magnitudes of this - from one small client defaulting to his biggest client defaulting to more widespread financial difficulties. 

Whilst a financial contingency may not have lasted forever a risk management plan would have considered options for scaling back of operations or perhaps diversification that would have given the company opportunities for survival.
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