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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. 















Short Questions: 

I. Define the following terms: 

a) Equity: It is de value of fluctuation.

 b) Commodity Risk: It is caused for commodity price fluctuation. 

II. What is the difference between ‘micro political risk’ and ‘macro political risk’?
The “micropolitical” risk may be due to regulations or taxes imposed on particular kinds of business in the country and affect only specific companies or industries. In opposition, “macropolitical” risk affects all kind of companies in the country and consequence of extreme action. 
III. What is credit risk? Outline main categories of credit risk. 
Credit risk is the possibility of loss due to the failure of a third party to fulfil a contractual responsibility. 
The main categories of credit risk are Bonds, retail lending, corporate lending, deposit counterparties, counterparties default, miscellaneous credit risks, trade debtors, accruals or amount pre-paid for services, Indemnity commission, and business-related loans. 

IV.  Outline the main categories of social risk. 
The main categories of social risk are personnel with poor education and lack of language skills; the impossibility of communicating with new markets due to language barriers; a lack of workforce in the whole population; lack of marketing research to impulse appropriate marketing according to social needs.

V. Outline the benefits of technology risk management. 
Although IT implementation in all organization could represent a threat, the use of the new technologies has a positive side; an increment of productivity, reduce costs and promote the growth of the company in a competitive market. In risk management IT can improve the quality of information for decision purposes, can encourage a pro-active attitude towards managing technology projects and highlight the risk to investment in technology. IT can improve productivity. 


VI.  The following table contains risk types and categories. Match the appropriate risk type and risk category in each case. 

	Risk Type
	Risk Category

	Liquidity Risk
	Business related loans

	Credit Risk
	Indemnity commission

	Operational Risk
	Theft and fraud

	Market Risk
	Change in foreign exchange rates

	Operational Risk
	Bribery

	Operational Risk
	Health and safety issues

	Operational Risk
	Money laundry





2. “Financial risk is one of the high priority types for every business”. Discuss 

The most impost important for every single business is their finances. All business depends on their assets and their profits in order to be successful, and this only can go in the right direction if their finances go in the right direction. To have a successful business, financial risk management is fundamental to prevent any kind of eventuality that can affect business productivity and profitability. The companies have to proceed with a good plan and alternatives to prevent eventualities, but also need to have a good knowledge about the whole picture of all that is happening in the glove in terms of the environment, economics, politics and social developments, to act in response. For instance, an UK company who want to sell its products in a country such as Venezuela,  should evaluate the economic, political and social situation that this country is currently facing and take into consideration the possibility of a huge loss because the foreign exchanges rates, or the possibility of accumulating debtors, dealing to have more debtors than profits.


 3. “Introduction of genuine environmental policies may enable a business to attract more customer, investors and employees”. Discuss 

I agree with this statement. Nowadays there is more ethical awareness. Thankfully, people are waking and being more conscious about the impact that certain industries and business policies have on the environment and population. Consumers are turning towards businesses that are more environmentally friendly. People believe and want to see that big companies, applying sustainable policies, can have a massive impact in helping to solve problems such as global warming.
On the other hand, governments are also contributing by applying policies, rules and regulations to reduce environmental problems.
Thus, although it looks like a marketing opportunity, if companies want to keep or grow successfully, believing or not in environmental problems, they have to stick on following and applying genuine environmental policies    

Case Study  
Hairdressing has always been an important part of David’s life. Back in the mid nineties his parents opened a small hairdressing business in Derby. Today, the salon remains very much a family concern. 
Running a busy unisex salon with ten employees, however, involves much more than cutting, styling or coloring hair. 
There are key safety issues to consider too. Hairdressing products can carry risks of eye or skin irritation for both staff and customers. Water, through the wash basins, is a major area of risk - people might slip on wet floors. 
With wet work -- when staff are constantly shampooing 20-30 times a day - there's a risk of occupational dermatitis, a major issue in the industry." These are the issues pointed out by one of David’s friends who suggested that apart from usual insurance they should have proper risk management procedures in place. And a risk assessment should be carries out for the business by a professional. David approached a risk management professional who carried out risk assessment for the business. 

Keeping the above case in mind please answer the following questions:                                                   
1. Which type of risk is the business faced with? 
David is facing operational risk related with the internal control of products they are using and with the safe and safety of employees. People risk.
2. Is there any environmental issue involved? 
The continuous shampoos generate litters of soapy water daily, which contribute to water contamination, and also the toxics that hairdressing products release.
3. Is business faced with any operational risk? If so which type of risk it is?
The business is facing an operational risk related with people’s risk type: employee’s complaints and health of the employees.  

4. What could be the benefits for the implementation of risk management for this business?
By implementing risk management, David would be able to control the quality of his product, maybe changing them for products that are dermatological tasted and animal-friendly, preventing futures complaints or absences from the employees due to occupational sickness that can affect the business productivity. 
He also could implement environmental policies to manage the problem of water contamination. 
Just by doing this to changes, he can improve the relationship with his employees and customers, and high probably increase customers and prices. 
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