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ANSWERS
1.
 I. THE HISTORY OF RISK MANAGEMENT
    Risk management is the identification, assessment, and prioritization of risks  followed by coordinated and economical application of resources to minimize, monitor, and control the probability and/or impact of unfortunate events.
  The history of risk management began after the World War II. Prior to risk management, faith and lick were the two major pillars of managing the future. Events have causes and believing in luck obscures the causes. Risk management has therefore been related with the use of market insurance to protect individuals and companies from different losses associated with accidents.
  However, the new forms of risk management were known during the mid of 1950s as alternatives to market insurance when different types of insurance cover become very costly and incomplete. At that time many business risks were so costly or impossible at all to insure. In addition, there was article in the Harvard Business Review of 1956 where the writer gave advise that each and every company should appoint one of the employees to deal with the risks of that specific company. As this approach was bearing fruits, the first insurance managers were employed by the bigger companies at that time. Insurance then became an important item in the budges for the companies because most of the companies were heavily investing in capital. Insurance managers were just busy buying insurance without thinking that maybe there was a possible way of reducing or managing risk. 
   During the 1950s two scientific studies (Gordon and Howell and Pierson reports) were conducted concerning the curricula of the American business colleges which were all against the curricula of the colleges that they outdated and ineffective to the students for the greatness of their future as people who would be decision makers. As time went by, people started to understand the most important thing to do which was to reduce or prevent any losses. The concept then grew and spread to most of the companies and they all appreciated this that some losses could indeed be reduced in a possible way or kept as low as possible. Years later in the 1960s some serious planning activities were developed including self-insurance investments against some losses, risk prevention or self-protection were all put in place. In addition to this, protection activities and coverage for work-related illnesses and accidents also arose at the companies during this historic period.

II. THE RELATIONSHIP BETWEEN “UNCERTAINTY AND RISK”

   Uncertainty is a situation in which something is not known or something that is not certain. It is also defined as something that is doubtful or unknown. Examples are as follows: 
· No one knows exactly when they are going to die.
· No one knows which of the many exchanges one may have that can result in pregnancy or a disease.
  A risk on the other hand is a possibility that something bad or unpleasant like a loss, injury, damage or any other negative occurrence. Examples are as follows:
· When a teenager knows that he or she will be grounded if she chooses to invite friends over after school instead of doing her homework, but also knows of the likelihood of her parents finding out she did so is slightly. If the teenagers choose to invite friends over, she is taking a risk of getting in trouble with her parents.
· The other example that of  a driver approaching a yellow light and must choose to brake in order to stop in time for the  light to turn red or to accelerate to make it through the light before it turns red. If the driver accelerates he is risking going through the light which could result in an accident or a ticket.
  Therefore, the relationship between Uncertainty and Risk is that both imply doubt and ambiguity in the outcome of an event. And fundamentally, in common usage both terms refer to a similar situation in which some aspects of the future cannot be foreseen. Where there is a risk, uncertainty also exist.

III. THE PRIMARY OBJECTIVE OF RISK MANAGEMENT
Risk management is important in an organization because without it, a firm or an organization cannot possibly define its objectives for the future. If a company defines objectives without taking the risks into consideration, chances are that they will lose direction once any of the risks hit them.
Therefore, the primary objective of risk management is to ensure that the risks facing the businesses, organizations or that are personal to an individual are appropriately managed. If at all the risks are properly managed, stakeholders will definitely have confidence to deal or invest more in the business.
Potential problems have to be identified before they can possibly occur so that the risk-handling activities maybe planned and invoked as needed.

IV. WHAT PURE RISK IS AND OUTLINING THE MAIN TYPES OF PURE RISK
       Pure risk is a category of risk in which a loss is the only possible outcome; there is no beneficial result. Pure risk is related to events that are beyond the risk-taker's control and, therefore, a person cannot consciously take on pure risk. 
The possibility that John’s house will be destroyed by any natural disaster is a pure risk and as a result of this, it is unlikely that there would be any potential benefit to this specific risk. That is why some people have insured their homes in case of the pure risk that may occur and destroy their homes. 
   The following are the main types of pure risk
Personal Risks
These are the risks that affect an individual directly. These risks affect the income earning power of an individual. They are all about a likelihood of a sudden and complete loss of income or financial assets, big increases in expenses or a big reduction of income. Personal risks can be classified into four main types namely: Risk of old age, Risk of premature death, Risk of sickness and the Risk of unemployment.
Property Risk
Anyone who owns a property faces a risk of having their property stolen, damaged or even destroyed by so many different reasons or causes. The properties may suffer a direct loss, indirect loss, losses as a result of extra expenses of maintaining the property or losses which have occurred as a result of natural disasters like floods, earthquakes, storm, fire and so on and so forth can always bring losses and also take human lives.
             DIRECT LOSS
 Direct loss" refers to damage immediately inflicted by a disaster, accident or other event, known in insurance language as "perils." If a tornado strikes the town and takes the roof off someone’s building, the direct loss would include damage to the structure, as well as to equipment, furniture, inventory or other items inside. Fire and smoke damage would count as a direct loss. So would theft, or a car crashing through the front window of someone’s building.
             Indirect Loss or Consequential Loss
Indirect losses, often referred as "consequential losses," are not imposed by the peril itself but describe losses one suffers as a result or consequence of the direct loss. Business interruptions are the most obvious example. If a tornado destroys the roof of someone’s’ store, not only does he face the cost of rebuilding, but their business can't operate until the damage is fixed. The income he will lose during the rebuilding and after it, if customers stick with the alternatives they find in the meantime represents an indirect loss.
Liability Risks
It is no secret that most people in the society face liability risk. Each government of any given country imposes law on its citizens to take care of their neighbours and to ensure that they do not inflict bodily injury on them. If anyone breaches or breaks this duty then the law would definitely punish that person accordingly. If one for example injures their neighbour or damages their property, the law would impose fines and one would pay heavy fines. Unfortunately, a person can be found liable for any breach of their duty of care in so many different ways and the best possible security is to purchase a liability insurance cover. Assets or even future income can be attached to settle a court fine and what this means is that a person’s financial and economic security would be endangered greatly.
Risks Arising from Failure of other Individuals
A contractor not finishing to construct a bridge as promised is such an example of a risk that arise from failure of other individuals.
V. HOW RISK MANAGEMENT PROCESS CAN BE DEVELOPED/
     Developing a sound Risk Management process can help keep small issues from developing into serious emergencies which could have been prevented or reduced. Different types of Risk Management processes can deal with calculating the probability of an event, and how that event might impact the entity, what the risks are with certain ventures and how to mitigate the problems associated with those risks. Having a process may help people to deal with adverse situations when they arise and, hopefully, head them off before they arise. To develop the risk management process, the following steps should be considered:
Step 1: The Risk Should be identified
The people who have been put in charge should urgently recognize and identify areas of potential risks which could affect the business.
Step 2: Analyze the Risk
Risk analysis is the systematic study of uncertainties and risks which are encountered in a business, engineering, public policy, and many other areas.  Risk analysts seek to identify the risks faced by an institution or business unit, understand how and when they arise, and estimate the impact (financial or otherwise) of adverse outcomes. 
Step 3: Evaluate or Rank the Risk
Risk evaluation allows the person responsible to determine the significance of risks and then decide whether to accept a specific risk or take action to prevent or minimize it. To evaluate risks, it is worthwhile ranking them once identified. This can be done by considering the consequence and probability of each risk
Step 4: Treat the Risk
Risk treatment involves working through options to treat unacceptable risks to the business. Unacceptable risks range in severity; some require immediate treatment, others can be monitored and be treated later on. The following are different options for treating risk: Avoiding the risk, reducing the risk, Transfer the risk through insurance and accept the risk.
Step 5: Monitor and review the Risk
[bookmark: 11.6]Risk monitoring control is the process of keeping track of the identified risks, monitoring residual risks and identifying new risks, ensuring the execution of risk plans, and evaluating their effectiveness in reducing risk. Monitoring and review should be a planned part of the risk management process and involve regular checking or surveillance. The results should be recorded and reported externally and internally, as appropriate. The results should also be an input to the review and continuous improvement of the firm's risk management framework.

VI. MAIN BENEFITS OF BUSINESS RISK MANAGEMENT

     Risk-management programs provide both the strategic basis and the operational framework for handling crisis within the business, as well as providing a parent policy for crisis management. Therefore, an effective business risk program must be able to prevent or reduce the impact of downside risk, whilst providing management with the acumen and agility to seize the right opportunity at the right time. The following are the main benefits of business risk management.
· Protecting Resources. When the risk-management program identifies and prioritizes key risks that are likely to happen, the business will improve its chances to plan and respond to such risks. In turn, this saves the staff hours away from the core efforts of the business. For example, health and safety programs which can, reducing lost-time and injury.
· Maintain the reputation of the business. The presence of an active risk-management program says something about your business's brand. Workers have knowledge of expectations and leadership from the start of their employment, while your business develops a reputation as thorough and professional
· Risk management also protects the business against unforeseeable events
· Nor only that but it will reduce the employee absence and false sick leave as employee will always fear to report for work just to avoid the risks which are exposed to them.
· In addition, it will potentially reduce the business insurance premium.
· The awareness of possible threats. This also includes identification of possible loss of assets. In that way, the business can have back up funds in case they lose an asset.
· Risk management can also transform threats into a threshold to new opportunities.
· When a threat occurs, all departments come together and deal with it. In this way risk management prevents a department from isolation. Everyone is involved because everyone is aware. Imagine the impact a business will have to their clients if they show oneness in the midst of perplexity.
2. HOW RISK MANAGEMENT CAN MAKE A DIFFERENCE DIRECTLY TO PROFIT.
Having a risk management in a business or company is more like brakes on a car. Brakes are not there so that someone can drive slowly instead the car has brakes so that someone can drive faster and stay in control. Therefore, risk management is best used as a preventing measure rather than as a reactive measure.
The person in charge of risk management will predict and enact measures to control or prevent losses for that business. Raw materials or finished good for example should not be exposed to some risks like theft, fire, flood, legal liability, injury, or disability, what this means that the business will not incur any expenses or losses on those materials or goods but instead the insurance will cover all the expenses. The business will not close because of theft, injury or illness for example but instead it will continue operating and make profits. However, for a business to be profitable, it must not only earn revenues, but also control or manage its costs. If costs are too high, profit margins will be too low, making it difficult for a business to succeed against its competitors.
On the other hand, many business owners feel business insurance is an expense they cannot afford, or is a luxury for more established businesses but insurance helps the business to reduce its financial losses when unfortunate events occur. For instance, when there is a breakdown of equipment the company might not be able to function properly and this might lead to a loss of revenue but you can use a business interruption insurance policy to guide against this such that the insurance company covers for any losses incurred during the period. If the business has to fix the equipment which has broken down using its profits it gained it would lead to reduced profit gained. Therefore, managing the costs of any risk for the business would make a difference direct to the profits which would be a gain or a loss.

3. THE THREE GENERAL RISK MANAGEMENT TECHNIQUES

The following are the three general risk management techniques
Risk Avoidance
Risk Avoidance is the elimination of any exposure, hazards, and activities of risk that poses as a potential loss. However, the complete elimination of all risks is rarely possible. Risk avoidance is designed to deflect as many threats as possible in order to avoid the costly and disruptive consequence of a demanding event. This method has severe limitations because such a choice is not always possible, or if possible, it may require giving up some important advantages and in some instances, risk avoidance is both possible and desirable. Risk avoidance can be achieved through policy and procedure, training and education and technology implementation. The following are some example of risk avoidance: the risk of a venereal disease can be avoided by not having sex, or the risk of divorce, by not marrying; the risk of having car trouble, by not having a car. Many manufacturers avoid legal risk by not manufacturing particular products.
Risk Reduction
This is a measure to reduce the frequency or severity of losses, also known as loss control. Risks can be reduced by implementation of standard operating procedures, education and training, limiting the numbers or types of participants, establishing security methodologies, duplication of records, selecting appropriate venues, preventive maintenance etc.
Risk Assumption
This is a technique of risk management (better known as retention or self-insurance) under which an individual or business firm assumes expected losses that are not catastrophic, but protects against catastrophic losses through the purchase of insurance. For example, a business firm assumes the risk of absenteeism by its employees because of minor illness, but buys disability insurance to cover absences due to extended illness.
CASE STUDY
1. First and foremost it is not clear whether William Telford had proper academic qualifications. Secondly, leveraging income from other projects and invoicing factories to raise funds and keep business going was a mistake. Not having an insurance cover was also another mistake because if he insured his business, he wouldn’t have lost all his assets. This would have helped to reduce or prevent losses which led to the collapse of the business. The risk measures or strategies where also not put in place and implemented therefore putting the business into many risks.
2. Having the risk management strategy would have helped William in the following ways:
· His clients wouldn’t have stopped the projects
· The clients were going to remain confident in his services
· The business would have continued to run and generate revenue
· The risks would have been reduced or prevented and avoided.
· The presence of the risk management strategy would have maintained the reputation of the business.
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