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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:
1. Risk is define as the effect of uncertainty on objectives (ISO 31000).  Risk may also be described as an event or consequence.  Examples of risks:
· Interruptions of an organization’s services/products/processes occasioned by policy change, weather change, social disturbances, natural disaster
· Unforeseen changes in strategic partnerships, vendors/suppliers, etc
· Changing labor market conditions
· Security conditions.  
· Introduction of new technology to operations, for example, integration of computer systems
Risk may be associated with:
· The organization’s long term strategy
· The general financial health of the organization
·  The day-to-day operations
· Management of change
There are two (broad) types of risk, namely quantitative and qualitative risk.
A quantitative risk can be presented in the actual amount, for example, amount of money or goods or time expended.  On the other hand qualitative risk is mostly ‘an all-or-none’ parameter, for example, product acceptability, consumer (or public) confidence in a product or an organization.
 
2.  Risk management can be described as a set of principles and processes that help to mitigate the negative impact of risk.  Risk management assists in analyzing potential risk, and provides strategies for reducing associated cost.  The primary aim of risk management is to anticipate potential risks and, put in place processes and procedures that will ensure continued normalcy in (of) the system.  
Risk management:
· Identifies risk
· Assesses risk
· Determines suitable response, and
· Implement the suitable response
The (three) common risk-management techniques are: avoidance, reduction, and assumption.
· Risk avoidance – can be simply described as not venturing with a view to ‘shutting out’ risk.  For example, when a company refuses to launch new and/or modify product for fear of failure and its attendant cost.  An individual may elect to not use car for fear of vehicular accident.  The cost of engaging in either of the above would be enormous, hence risk avoidance is (almost) not in consonance with development, and impracticable. 
· Risk reduction – involves the institution of processes and/or provisions of resources to mitigate the effect(s) of potential risk.  For example, engaging security guards to reduce/eliminate theft, installation of smoke detector to ensure prompt detection of fire prior to causing serious damages, etc.
· Risk assumption – An individual who drives a car has assumed the risk of car accident.  The technique of risk assumption is usually employed in the event that:
· Potential loss insignificant
· Practical strategies of risk management have reduced the risk to a minimal level
· Available insurance too expensive
· Non-availability of alternate strategies  
Self-insurance may be instituted in order to mitigate the negative effect that may follow risk assumption.  Self-insurance involves the setting aside of fund to replace lost items/materials in the event of the anticipated risk.  The major drawback is when enormous cost results early when the organization ‘has not found its feet’

3. Responding to risk is one of the 7 R’s that constitute the activities involved in risk management.  The other (6) R’s are: 
The 7 R’s and 4 T’s represent the key activities of risk management
I. Recognize and identify risk – large and complex organization requires a formal/elaborate process to recognize and identify risk.  
II. Rank and evaluate risk – this may be achieved by using 3x3 matrix that likelihood and severity of any event, such that severity is ranked from low, medium, and severe while likelihood is ranked likely, neutral, and unlikely.  
III. Resource controls – this may be achieved by re-allocating people, employing new people, skills acquisition, equipment acquisition.  
IV. Plan you Reaction – this should detail the steps to be taken when and if the risk occurs, setting up structures/procedure to determine: when, who, what; where 
V. Report and monitor performance – this is about the reporting hierarchy which depends on the complexity of the organization.  
VI. Review the risk management framework – this entails periodic review of management framework usually annually.  
The 4 T’s, that is, tolerate, treat, transfer, and terminate constitute the various responses that may follow the identification of significant risk, thus:  
· A risk may be tolerated by accepting that the risk exists and preparing for its consequences
· Treat – to treat a risk means that one explores alternative source, for example, planning fund access from other than the bank if the bank fails to give the requisite credit facility
· Transfer involves for example insuring a facility, that is, inviting a third party to take over the risk by paying premium 
· Terminate – stop such activity
In employing any strategy, the following should be borne in mind:
· Ensuring the preservation of normal business and/or reduce the negative impact
· Preservation of the image of the organization by engaging the media
· Direct (and timely) communication with (key) stakeholders
· Provision of medical support in case it becomes necessary
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