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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. 
	I. What is meant by “risk control”? 
· Risk control refers to the process of identifying, assessing, and implementing measures to mitigate or manage potential risks within an organization. It involves the development and implementation of strategies, policies, and procedures aimed at reducing the likelihood of negative events occurring and minimizing their impact if they do occur. Risk control is an essential component of risk management, which encompasses the overall process of identifying, analyzing, and responding to risks that could potentially affect an organization’s objectives.
ii. What is the relationship between risk control and risk avoidance?
· The relationship between risk control and risk avoidance lies in the fact that both are strategies employed to manage and mitigate potential risks or uncertainties in various situations. However, they differ in their approach and the level of risk exposure they allow. In summary, risk control and risk avoidance are related in that they both aim to minimize or mitigate risks. However, risk control focuses on managing and reducing risks through various strategies, while risk avoidance involves completely abstaining from or eliminating risks that are deemed too high or unmanageable.
iii. What is the difference between “risk avoidance” and “risk prevention”?
· Risk Avoidance refers to the strategy of completely steering clear of activities, situations, or decisions that could potentially lead to negative consequences. This approach involves identifying and eliminating any activities or actions that could expose an individual or organization to risk. In essence, risk avoidance aims to minimize exposure to potential harm by simply not engaging in the risky behavior or activity.

· On the other hand, risk prevention involves taking proactive measures to reduce the likelihood of a risk occurring and mitigating its potential impact. This approach focuses on identifying potential risks and implementing strategies to minimize their occurrence or impact. Risk prevention aims to address the root causes of risks and implement measures to reduce their likelihood and severity.
iv. “Risk management can make a difference directly to profit”. Discuss
· Risk management helps improve the company's functioning, and performance as the risks are identified beforehand. The company will already be prepared to handle the threat. Thus, the efficiency of operation will lead to increased productivity, which will increase the profitability of the business. By effectively identifying, assessing, and mitigating risks, organizations can protect their assets and enhance their financial performance. This comprehensive approach to risk can directly influence profitability in various ways.
v. What is the primary objective of risk management?
· Risk management is a crucial process for organizations to identify, assess, and mitigate potential risks that could impact their operations. The primary objective of risk management is to minimize the negative impacts of uncertainties on an organization’s objectives and enhance its ability to seize opportunities. By effectively managing risks, organizations can protect their assets, reputation, and financial stability while also ensuring compliance with regulations and achieving their strategic goals.
vi. How can the risk management process be developed?
· Risk management is a crucial aspect of any organization’s operations, as it helps in identifying, assessing, and mitigating potential risks that could impact the achievement of its objectives. Developing an effective risk management process involves several key steps and considerations.
1. Establishing the Context: The first step in developing a risk management process is to establish the context within which the process will operate. This involves defining the organization’s objectives, understanding its internal and external environment, and identifying the stakeholders involved in the risk management process.
2. Risk Identification: Once the context is established, the next step is to identify potential risks that could affect the organization’s ability to achieve its objectives. This involves systematically identifying, capturing, and documenting risks across all areas of the organization’s operations.
3.  Risk Assessment: After identifying potential risks, it is essential to assess their potential impact and likelihood of occurrence. This step involves evaluating the severity of each risk and determining the level of risk tolerance within the organization.
4. Risk Treatment: Based on the assessment of identified risks, organizations need to develop and implement risk treatment plans. These plans may involve avoiding, mitigating, transferring, or accepting the identified risks based on their significance and potential impact on the organization.
5. Monitoring and Review: An effective risk management process requires ongoing monitoring and review to ensure that the identified risks are being managed effectively. This step involves tracking changes in the internal and external environment, reassessing existing risks, and identifying new risks that may emerge.
6. Communication and Reporting: Communication is vital throughout the risk management process. It is essential to ensure that relevant stakeholders are informed about identified risks, treatment plans, and any changes in the risk landscape. Regular reporting on risk management activities is also crucial for transparency and accountability.
7.  Continuous Improvement: Continuous improvement is a fundamental aspect of developing a robust risk management process. Organizations should regularly evaluate their risk management practices, learn from past experiences, and adapt their approach to address emerging challenges.
vii. What are the main benefits of risk management?
· Protection of Assets and Resources: Risk management helps organizations identify potential threats and vulnerabilities that could negatively impact their assets and resources. By implementing appropriate risk mitigation strategies, businesses can protect their investments and ensure the continued availability of essential resources.
· Increased Resilience: Effective risk management enables organizations to become more resilient in the face of unexpected events. By anticipating and preparing for potential risks, companies can minimize the impact of adverse situations and maintain business continuity.
· Better Decision Making: Risk management provides a structured framework for evaluating potential risks and opportunities associated with various decisions. This helps decision-makers make more informed choices by considering the potential consequences of their actions and identifying the best course of action to minimize risks while maximizing benefits.
· Improved Risk-Taking: A well-designed risk management system encourages a culture of calculated risk-taking. By understanding and managing risks, organizations can take advantage of new opportunities while minimizing the likelihood of negative outcomes.
· Enhanced Compliance and Regulatory Requirements: Risk management is often mandated by regulatory bodies in various industries, such as finance, healthcare, and energy. By implementing a robust risk management system, organizations can demonstrate their commitment to compliance and reduce the risk of legal or financial penalties.
· Increased Investor Confidence: Publicly traded companies that effectively manage risks can inspire greater confidence among investors. A strong risk management program can help companies maintain or even increase their stock prices, as investors perceive the organization as better equipped to handle uncertainties and challenges.
· Better Resource Allocation: Risk management helps organizations allocate resources more efficiently by prioritizing risks based on their potential impact and likelihood. This allows businesses to focus on addressing the most significant risks, ensuring that resources are used effectively to protect the organization’s interests.
· Improved Crisis Management: In the event of a crisis, organizations with a well-established risk management system in place are better prepared to respond and recover. They have predefined plans and procedures to address various scenarios, minimizing the negative impact on the organization and its stakeholders.
· Enhanced Reputation: Effective risk management can contribute to a company’s reputation by demonstrating its ability to handle challenges and maintain stability. This can lead to increased trust from customers, suppliers, and other stakeholders, ultimately benefiting the organization’s overall standing in the market.
· Learning and Continuous Improvement: Risk management encourages organizations to learn from past experiences and adapt their strategies accordingly. By regularly reviewing and updating risk management processes, companies can continuously improve their ability to identify, assess, and mitigate risks, fostering a culture of continuous improvement.
viii. How can the risk be evaluated?
· Risk evaluation is a crucial process in various fields such as finance, insurance, project management, and healthcare, among others. It involves assessing the potential impact and likelihood of an event or situation that may have negative consequences. Proper risk evaluation helps organizations and individuals make informed decisions, develop effective strategies, and allocate resources efficiently.
Case Study 
William Telford established The Business Centre in 2000 as a consultancy business. With his experience and connections, the company grew quickly into UK’s largest independent creative company with over 60 staff.
The Business Centre rapidly expanded the portfolio of its clients from the UK to overseas. In 2006, William Telford began working with clients in the Middle East and formed a relationship with billion-dollar company Tameer (builder of the man-made islands in Dubai).
At the time, Tameer was the biggest developer in the region. William Telford had Tameer professionally risk-profiled, and the company seemed safe and reputable. But over the following months, Tameer became The Business Centre's biggest client - just before the GFC hit.
Tameer started lagging in payments...Previously, The Business Centre had never experienced bad debtors, so Telford believed business would bounce back and Tameer would eventually pay - it would just take time. Plus, The Business Centre had a large client base, so Telford tried to overcome the issue by
leveraging income from other projects and invoice factoring to raise funds and keep business going.
In most cases, this strategy would work as an emergency measure. But due to the GFC, suddenly all of his clients stopped projects, and absolutely no income came in. With these factors combined, The Business Centre was beyond help. The company collapsed after 10 years of operation in 2010, and William Telford lost everything he owned.
Questions to be done again
1. Where do you think William Telford made a mistake?
· William Telford made a mistake in his project by not adequately assessing and managing the risks involved. His oversight was particularly evident in the lack of a comprehensive risk management strategy. By failing to identify potential risks and develop mitigation plans, Telford left his project vulnerable to unforeseen challenges and setbacks. This oversight ultimately led to negative consequences for the project’s success.
· Telford’s mistake can be attributed to a lack of thorough risk assessment and planning. Without a structured approach to risk management, he failed to anticipate potential obstacles and implement measures to address them proactively. This oversight left the project exposed to various uncertainties, including cost overruns, schedule delays, and quality issues.
· The Role of Risk Management Strategy

· A robust risk management strategy would have significantly helped Telford in mitigating the impact of unforeseen events and uncertainties. By implementing a comprehensive risk management plan, Telford could have identified potential risks early in the project lifecycle and developed strategies to address them effectively.
2. How does the risk management strategy would have helped him?
· Identify Potential Risks: Through systematic risk identification processes, Telford could have recognized the various threats and uncertainties that could affect the project’s success. This proactive approach would have allowed him to assess the likelihood and potential impact of each risk.
· Assess and Prioritize Risks: With a structured risk management strategy, Telford could have evaluated the significance of each identified risk and prioritized them based on their potential impact on the project objectives. This step would have provided clarity on which risks required immediate attention and mitigation efforts.
· Develop Mitigation Plans: A well-defined risk management strategy would have empowered Telford to develop specific mitigation plans for high-priority risks. By outlining proactive measures to address potential challenges, he could have minimized the negative effects of unforeseen events on the project’s progress.
· Monitor and Control Risks: Implementing a risk management strategy would have allowed Telford to continuously monitor identified risks throughout the project lifecycle. This ongoing assessment would have enabled him to adapt his mitigation plans as needed and respond promptly to emerging threats.
· Enhance Decision-Making: By integrating risk management into his project planning, Telford could have made more informed decisions regarding resource allocation, scheduling, and overall project execution. The insights gained from risk analysis would have supported better decision-making, leading to improved project outcomes.
In summary, William Telford’s mistake lay in neglecting the importance of a comprehensive risk management strategy, which left his project vulnerable to unforeseen challenges. Implementing an effective risk management approach would have empowered him to proactively address potential risks, minimize their impact, and enhance overall project resilience.
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