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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. 
	Q1
(i) Risk management began with an article in Howard Business Review in 1956 which suggested having an employee dedicated for dealing with pure risk. Large companies started this practice and soon realized preventing loss in the first place as best practice.
(ii) Where there is risk there is usually an uncertainty hence both have a close relationship. When one is uncertain about something, there is a possibility of risk and the exposure to loss is usually vague in this case hence there needs to be risk management involved.
(iii) The primary objective of risk management is to weigh the probability of going into loss and how this loss could be minimized or avoided.
(iv) Where there is no gain but a probability of loss due to risk is classified as “pure risk”. For example, loss due to fire would be a pure risk since there is no gain involved but a loss can occur if a fire is started. A product subject to pure risk can be insured.
(v) Risk management process can be developed by using techniques to minimize or avoid risk. Adequate training, risk assessments, health and safety, protecting property are some techniques any business can introduce to reduce risk within the business is an example.
(vi) With good risk management, the gains can be secured, losses can be managed in a more sensible practical way and reduce any effect of loss. More so, it would be an experience to improve business risk management process to avoid such loss in the future if occurred.


	Q2
Risk management would definitely contribute towards more profit since this would reduce the loss if the cost of risk management is lower. This can increase profits too for example a taxi with CCTV and black box would cost less to insure hence increasing the profits for the driver.

	Q3
Risk Avoidance: Not doing something that will pose a risk of loss. This can have potential high costs.
Risk Reduction: Where risk cannot be completely avoided, it can be managed hence reducing the loss.
Risk Assumption: Accepting liability of a loss or injury, most probably because the loss would be too small, in-house risk management by saving/self insurance or there is no other alternative to avoid loss.

	Case Study:
1. Diverting funds from other projects and invoice factoring was a mistake
2. A good risk management strategy could have helped the business cut losses in case of a financial crisis while keeping the business running even if there was less than usual income. A good marketing plan can help develop more business.
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