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Question : “Risk management can make a difference directly to profit.” Discuss
 Any business or organisation run for profit will seek to minimize costs relative to revenues earned in order to make a profit. Ultimately risk management entails evaluating the risks of different types of losses whether to individuals or to property. Risk prevention and risk reduction will often have costs. These costs may come in two forms. Insurance that can cover certain types of losses such as injury or death of employees  or customers is one cost. Another cost associated risk would be the cost of risk management processes such as hiring safety equipment, fire prevention devices, security guards, health and safety practices and risk assessment reviews. 
 If risk management is properly used to manage the risks of loss and entails reducing the costs devoted to preventing and reducing risks then it ultimately leads to boosting profits.

Question – Briefly describe he general risk management techniques.
  The first risk management technique concerns assessment of risks and evaluating the likelihood of the risk. For example, if a company deals with flammable material like paraffin emollient, then it has to consider how to store it safely. Risk assessment might find that some risks are not entirely avoidable so insurance might be called for or failing insurance, a fund set up to cover losses of a certain type.
  The second risk management technique involves avoidance. This technique is deployed to completely eliminate a threat. This might involve the use of security guards, security cameras, armoured doors,bullet proof glass and so forth. 

 The third risk management technique involves loss reduction. Where a risk cannot be completely eliminated, the aim of the technique is not only to minimize the risk but also the cost of minimizing the risk. Fire safety is a classic example. Using water sprinklers, placing fire extinguishers in the right places, constructing fire exits are useful.



Question – Where do you think William Telford made a mistake?
 William may have done a risk profile of the company Tameer however there was clearly an underestimation of the dynamic and speculative risks. The dynamic risks involved would concern the volatility of market conditions and economic trends. In addition there were speculative risks as well. While William stood to gain, he also stood to lose. He clearly did not look at reducing the risks involved and should have assessed whether possible losses were insurable. 
 There is nothing to indicate that William had done or commissioned someone to do a risk assessment of market conditions and the health of a particular company.

Question- Which risk management strategy would have helped him?
 A better risk assessment method would have helped William understand market conditions outside of the UK. He was dealing with a Middle Eastern company in Dubai and he needed to get more information on the nature of the speculative risks his company faced. Reducing the risk of changing economic conditions would have been very important for him. 
 He would have had to look into the matter of self-insurance for the firm or whether some funds had to be put aside to cover adverse situations. The risk assessment he pursued involved looking at risks with the company Tameer but not the economic conditions. Question One
Briefly describe the history of risk management.
 In the 1950s a number of influences arose out of the insurance industry and the business education sector. In 1956 a Harvard Business Review article suggested that there was an option to merely buying insurance packages and instead, hiring someone to manage pure risks where only possible losses had to be assessed, evaluated and prioritized. Within the business college sector, a scientific review suggested that the business curricula should reflect more modern trends.
 Within corporate practice there was a movement from just cost buying insurance to actually having specialists who managed different types of risks and sought to minimize them in order to help maximise results and the achievement of certain outcomes.So corporate culture became a force of change and companies started to develop risk management positions and departments.

Question Two
 What is the relationship between uncertainty and risk?
 There are two ways to see the relationship between uncertainty and risk. In one way uncertainty entails a kind of doubt or a lack of information about possible outcomes within the context of risk management. Someone can be certain that there are risks but not about the possible outcomes. For example, some designing a spacecraft for travel to Mars may be able to calculate that there are a number of known risks-oxygen supply, fire on board, instrument failure. However, there may be unknown risks due to the novel nature of the spacecraft’s journey. 
 Another way to look at it is that there are certain risks which can be identified, assessed and prioritized with great certainty and even insured and reduced. However there may be great uncertainty about other types of risks such as market conditions, technological changes and nebulous arrangements between companies.

Question Three 
  What is the primary objective of risk management ? The primary objective of risk management is to provide a structured framework in which risks can be identified, evaluated and prioritized and then either avoided or reduced. For example a company may set up an office for risk management when dealing with volatile or flammable chemicals. The risk management staff will have to look at storage and transport of the aforesaid chemicals and find ways of minimizing the costs of reducing risks or avoiding them altogether in a structured way. 
Question Four 
What is pure risk? Outline the types of pure risk.
Pure risk is a type of risk in which only losses arise as possible outcomes. For an example is that house or business structure can be affected by natural extreme events such as hurricanes, tornadoes, earthquakes and floods. It can also burn down. There can also be injury to people. 
Pure Risk can be divided into a number of categories 
Pure risks that can affect people are:
Early death.
Long term illness/disease. 
Injury at work or following an accident on the road. 
Becoming the victim of criminal acts. 

Pure Risks that can have an impact on property:
Theft of property.
Destruction of property through extreme events. 
Destruction of property through, fires, arson, flooding, explosions,  war.
Damage to property through collisions, partial burning, partial fires.

Pure Risks through negligence/carelessness.
Accidents caused by employees
Failure to follow procedures
Failure to foresee certain types of risks in time 

Pure risks through individuals outside of the business/corporate organizations

Question Five 
How can the risk management process be developed?
The risk management has a certain type of structure with different phases. The first phase involves an identification of different threats and negative outcomes. The second phase involves an assessment /evaluation of the different types of risks. The third phase involves a prioritization of the risks. This would entail looking at the most serious risks or threats. The next phase deals with the various types of decisions and actions an individual/company will undertake with regard to the different risks. One approach would be to see which risks can be avoided. For example employing only suitably qualified workers or associates would avoid many risks. The next approach is to see which risks can be reduced. For example a storage facility with dangerous chemicals or weapons will need security measures such as CCTV cameras, anti-fire sprinklers, fire extinguishers, fire exits, personal protective gear for the workers, fire resistant materials for doors and so forth. Some risks are insurable. 

Question 6
What are the benefits of risk management ?
 There are several benefits to risk management. The first is that the aims and objectives of the organization can be achieved if risks are either avoided or reduced. Risk management helps to increase profits because the organisation/business is protected against certain risks or threats. It also ensures the safety of the employers and employees within a business/organisation to a reasonable degree. It can also lead to a structured approach that can be updated with changes in technology for example, maintaining the safety of computers within an organisation or the functioning of machinery. 
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