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	Enterprise Risk Management

1.  

I. Enterprise risk Management (ERM) is the framework of business management risk. This enables businesses to recognise the possible risk. The process of any Enterprise Risk Management Framework ERM enables the administration of a business to recognise all the risks they face by measuring, assessing control measures and report the existing risks within the business. Traditionally ERM was covered by adequate insurance systems and capital resource as businesses only quantified previously for physical protection but as covered in assignment 2 there are many other risks to businesses that are now evaluated. ERM has such a vital part to play within business that even though a Chief Risk Officer (CRO) later explained will be appointed the responsibility will still lie in most cases in the hands of the senior management and its board of Directors.

II. The CRO has the responsibility of ERM they will run the daily applications of processes whilst collating information for the companies’ board meeting to further analyse risk within the company. The CRO position depending on organisation size can be covered by a senior official or an independent position but it is key that whoever runs with ERM has enough authority and understanding of how the company operates. As the role is to protect the company against risk without having advanced knowledge then this could result in failure of the ERM. E.g. If a company appoints the CRO from procurement department the said person would have no knowledge of market risk within sales. This could result in a risk been overseen and could course cash flow deficit due to downturn in sales. 
   
III. “Risk control is the method by which firms evaluate potential losses and take action to reduce or eliminate such threats. It is a technique that utilizes findings from risk assessments, which involve identifying potential risk factors in a company's operations, such as technical and non-technical aspects of the business, financial policies and other issues that may affect the well-being of the firm. Risk control also implements changes to reduce risk in these areas. Risk control helps companies limit lost assets and income”. (Investopedia).

The first strategy is to control the risk at the source e.g. Insurance business has increased claims with regards to road traffic accidents in a certain family (whip lash claim). If the business can invest in data analysis, then they can correlate data and possibly find strong evidence for fraudulent claim and therefore customer will pay fines a result in financial reimbursement for the business.

Companies will also examine internal procedures to see any obvious holes within the business e.g. Contracts managers department have allowed contract with sub-contractors who have consistently underachieved. Once investigated the companies board/CRO can see this negative business pattern and inform Contracts department with their plan of action and cease trading with the Sub Contractor.

The final strategy is to outsource the control of risk by sourcing insurance, allocating capital risk etc. However not all risk is insurable, some risks might not be cost effective to do so. This is where ERM weighs up the risk and return.

IV. When researching there is differing opinions on components, but the key and reoccurring components are as follows: - 
· Strategic planning – is the process of defining the business strategy or direction. Making decisions on resources to pursue the agreed strategy. It also may include control mechanisms. 
· Marketing planning – process is guidelines that analyses the business environment, investigates potential problems, identifies threats and opportunities for growth, forecast financial projections and investments.
· Operation planning – is a plan that describe how to get the product from production stage to the target customers. The plan describes what you want to achieve, what it costs, how and if plan objectives are met.
· Research and development – innovative activities undertaken by corporations in developing new services or products or improving existing services or products.
· Management and Organisation – Organising, planning, leading and controlling resources within a business. 
· Forecast and Financial data – “A forecast is a financial forecast based on pro-forma income, balance sheet and statement of cash flows. When making these forecasts, revenues will usually provide the initial groundwork for the forecast, and expenses and other items are calculated as a percentage of future sales”. (Wikipedia).
· Financing – The Financial plan should include three key statement, income, balance and cash flow. Without these together financing isn’t achievable.
· Risk Management process – Identifying, monitoring and managing possible risks to minimise the impact the risk may have on the business.
· Business controls – Are internal controls that underpin the business and assure that the operational effectiveness and objectives are clearly laid out and obtained. 




V. Communication is vital skill within crisis management and can be the difference between a business survival and not. If correctly implemented precise, clear communication starting from the top (boardroom). This facilitates accurate collaboration within the business and enables the most effective results when dealing with a crisis. E.g. If a food packaging company has good communication in crisis management after a major flood in their warehouse, then information disseminates to logistical department and process of cancellation to customers can begin and reduce contractual fines. 

VI. The role of senior executives with the help of CRO or other appointed persons to cascade the ERM strategies throughout the business. Due to weight carried within their position they can set a precedence and assume with confidence that the strategies will be implemented. Whilst not resting on their laurels, reviewing and monitoring the ERM strategies. E.g. Board of executives have changed methods of production and have briefed management within the production department, using statistics periodically to check if increase of product manufacturing has been achieved.

VII. Greater awareness about the risks facing the organisation and the ability of the organisation to counteract that risk. Due to the improved understanding of the risk that the business is face with they can improve compliance with legal, regulatory and reporting strategies. Confidence with strategic plan allowing the employees to develop and grow due to greater management skills. E.g. If the board of directors are confident with the strategic plan then they are less likely to micro manage which is proven to be detrimental to CPD. Increases efficiency and effectiveness of the business, bottom line the cash flow will increase.


2. The fundamental goal of ERM like any other risk management is to prevent disruption or damage to the business due to unforeseen or inadequately managed risks. ERM fundamentally allows systems of work that increase the capability and coordination of the business and in return provides lower risk and confidence within the market place, resulting in positive results with increased investors and retained customers. The ERM process allows greater disparate within a business giving them the early indicators of negative business. E.g. Whilst implementing ERM structure the board have investigated the shortfalls of the Marketing and have realised the missed opportunity of social media, without using all avenues of marketing the business could be narrowing their custom dramatically. 

ERM implemented effectively is key as the main objective of business is increased cash flow and market value. With ERM in place this enables the business to show confidence and clarity of approach that the business wishes to achieve, this does not only enable a strong spine within the business to openly flaunt their capabilities to potential investors and business partners, but also shows great confidence within the business which again improves one of the key capability goals.

Without ERM many businesses would put their selves in considerable danger of risks. Even the most basic procedural changes the business could reduce the probability of the risk considerable. (Personal experience) E.g. Whilst working in a printer factory I personally reported near misses with the guillotine (no guard). Due to the Health and safety officials not reacting to the issue an employer lost two fingers six months later. If the business had reviewed the safety protocol on that machine and near miss documents, then a plan could been put in place to obtain a safety guard.  
Case Study

1. The benefits are not exhausted to just Health and safety, but the business owner has made it clear that this is an area of the business that he feels inadequate and hiring a professional would reduce the Health and safety risk considerably. 
Within ERM Health and Safety is a key area and with the HSE capable of penalizing businesses financially and permeant closures then its something not to take lightly. With the help of a Risk management professional the business can control the Health and safety risk by implementing ERM structures that have clear Risk assessments and Method statements and if seen necessary training and monitoring to ensure standards are upheld. This will not only reduce the potential for Health and safety issues with customers but also with the employees. E.g. Risk assessments/Method statements are clearly stated and easily accessible with regards to process of cleaning the shop at end of day, mopping the room that holds the exit door i.e. reducing slips/trips/falls. Employee doesn’t follow this and slips on the freshly mopped floor and wishes to make a claim on Injury. The Risk assessment/method statement would be key evidence of Health and safety protocol in a small claims court.

2. Dylan would firstly understand the daily business functions and processes used to complete them. E.g. How does the butchers store their meat, where, when, how.
He will then with the help of the owner clarify what practices (Health and Safety) procedures, training and documentation that is already in place. This will also extend to his suppliers as he has the right to ask for their RAMs so that their failings are not impacting on his business. E.g. What is the time from slaughter house to his premises as an extended period could result in putrid product which could infect his customers and then he would be liable. Whilst achieving the above he will specifically investigate with HSE and governing bodies within butchery to confirm if there is certain protocol specific to this type of business. 

3. With RAMs produced then some of risk control has been actioned, but the process is not completed with ERM structure more than one method can be used to reduce the risk. Training is another method that should be actioned as this allows the owner to assess the capability of himself and employees within Health and Safety. Enabling them to come across short falls and exact the issues before it becomes an inherent risk to the business. Last option would be insurance, Dylan will assess the risks with higher probability and invest in cover if it is financially viable to do so. But this is the final option as internal systems will always be best practice.
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