Assignment 1

Briefly describe the history of risk management:
The current form of Risk Managment was first seen in 1956, reference an article in the Harvard Business Review. The author suggested that a company employee should be placed in charge of “dealing with” their pure risks. 

Insurance managers were hired by the first large companies, insurance became a essential item in a companies budget, this was mainly due to the growth seen in capital investment, as companies evolved this became an in house role conducted by specialists.

Risk Management although initially flourished its roots in corporate insurance buying, the growth from insurance buying to Risk Management was not an inevitable evolutionary approach. This was due to the way in which insurance was viewed, people no longer saw insurance as the only single way of addressing risk factors.

At this point an insurance managers job was to buy insurance, in the 1950s two scientific studies were held, the Gordon & Howells Report and Pierson Report. Both studies criticized the curriculum at these colleges saying they were out-of-date and unproductive when training students for their future role as decision makers.  

Some schools disagreed with the reports findings, while many change their curriculum introducing new programmes.

Key changes saw the introduction of Operations Research and Management Science, distancing themselves from the past curriculum taking on Normative Decision Concepts. business insurance buyers began to understand that maybe there was a better way of managing risk that was more cost-efficient.

The regionalization that perhaps the most effective way of doing things would be to prevent loss in the first place. Which would in turn reduce the financial impact on preventable losses.

The Idea of management identifying and evaluating potential risks pertinent to the company in order to prepare for/mitigate certain risks/ losses would potentially reduce the impact proved cost-efficient.

The new concept of Risk Management made sense and spread from organisation to organisation, Risk Management in its current state is a collection of three areas: Decision Theory, Risk Financing and Risk Control.

What is the relationship between ‘Uncertainty’ and ‘Risk’? 

The word uncertainty is often used in conjunction with the word risk.

Risk the word itself describes a situation in which there is a chance of loss or danger, however the risk in most cases are usually known, sometime partly.

uncertainty refers to the conditions where you are not sure about the outcome, this may be due to a lack of knowledge.

What is the primary objective of risk management? 
Risk Management is the process of identifying, evaluating potential risks individual/industry specific, also minimising expenses related to the risks.
What is ‘Pure Risk’? Outline the main types of pure risk. 

Pure risks affect individuals and businesses alike:

· Personal Risks eg: early death, illness/disability, lack of employment
· Property Risks eg: assets loss or damage
· Liability Risks eg: negligence
· Risks Arising From Failure Of Other Individuals eg: contractors not completing work

How can the risk management process be developed?   

Continued studies of Risk Management similar to the Gordon & Howells and the Pierson Reports would undoubtedly develop the Risk Management process, along with positive result monitoring and revising Risk Management Techniques.

What are the main benefits of business risk management?

Risk Management has been described as a way in which to offer assurance that a organisations goals are more likely to be met,  devastating situations will be handled practically and with a procedure in place.

Risk Management will never be able to remove 100% of the risks organisations face but offer methods to manage those risks involved in all potentially destructive circumstances, while increasing possible gains and reduce negative impacts.
Q2: “Risk management can make a difference directly to profit”. Discuss 

Old school thinking dismisses Risk Management as a key component in organisations. However a survey in 2016 by Dean Simone of PwC indicates otherwise.

A survey of over 1200 senior executives and board members that invest in Risk Management at a strategic level have recorded an increase in profit margins of up to 10%.

The Financial Times backs this survey calling Risk Management an essential tool for organisations, Nick Lewis from Capital Spreads explains that anticipation possible threats is critical to protection organisations against financial lost. 

Although Nick Lewis is from a financial background many skills can be transferred and Risk Management not only financial identifies threats to all organisations regardless of industry. Being aware of a risk allows organisations to prepare and either soften the impact or avoid the potentially devastation situation, which could be fatal to a companies operation or result in a legal battle.

I think that the initial costs of Risk Management and maybe the fear of hearing that the current processes in place may cause some organisations to bury the heads in the sand, denying that investing in Risk Management is a productive and worth cause.
Q.3. Briefly describe the three general risk management techniques.
1: Risk Avoidance -  A organisation can avoid the risk of having a product fail by simply not launching any new products.
2: Risk Reduction - Risk cannot be prevented, however loss can be reduced, a passenger of a car can wear a seatbelt in order to minimise risk of injury if an accident occurs.
3: Risk Assumption - Risks are a part of everyday life for both people and organisations alike. People driving to work realize the potential risk of having an accident however people wear a seat belt to minimise risk of injury if one does occur. 
Case Study
1: Where do you think William Telford made a mistake?
Once Mr Telford had realised that payments had been missed action should have been taken, identifying the risk that is a bounce back wasn't possible what would be the out come and weigh up the risk vs reward.
The risk may have only been minimal at the beginning however as the issue continued a pattern would have emerged and the likelihood of the bounce back identified as highly unlikely.
A lot of companies look at time lines of projects highlighting potential risks and identify decision points, where a decision has to be made due to the current course of action.
This dramatic reduces risk and provides an element of control in which Mr Telford had little of.
2. How does the risk management strategy would have helped him?
If Mr Telford had followed the risk management strategy he may have been able to identify earlier on and have a plan in place to deal with such an incident, identifying a risk, determining a decision point and/or actioning it could have saved his business.
Identifying and analysing exposures – would have highlighted the at that point potential risks.
Examining risk management techniques – would have given him options to avoid or reduce the damage of the risk.
Select risk management techniques – selecting to the tool eg: avoid, reduce damage or create a decision point would have been beneficial at this point allowing Mr Telford to have some kind of SOP in place for this incident or future incidents should the organisation have survived.
Implement techniques – taking action on what ever level he chose after being presented/understanding the risks involved and options he has would have given Mr Telford the initiative/control.
monitor results – Had Mr Telford made it to this part of the process, success or avoiding/reducing the risks would have been a essential learning factor and assisted in identifying similar future risks and developing future SOP's, also identifying areas needing improvement or that could have been better handled.
Through knowledge of the risk management strategy would have given Mr Telford a better start in understanding the risks involved and his options.
For example risk avoidance if possible, risk reduction if necessary and  risk assumption knowing/understanding the risks involved.
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