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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. 
	Risk Management

Question 1

i) What is meant by risk control?

 Is when a company or person is aware of the risk and therefore puts measures, policies and procedures in place to either eliminate or control the risk in an the company.

ii) Relationship between risk control and risk avoidance?
Risk Control is identifying and taking action or precaution to prevent the risk. Risk control uses risk avoidance tactics to prevent loss. i

· Risk control is identifying that there is a possibility a possible risk and having safety measures put in place. For example I am a restaurant owner the likelihood of a fire breaking out in the kitchen when cooking is high because we work with gas and oils .How do I control this risk? Not cook? No, I control it by   implementing safety precautions, policy and procedure to follow in the event of a fire. By installing smoke detectors, timer sprinklers, fire alarms gas detectors etc. 

· Risk avoidance is as the name describes, is avoiding all risk. So in the instance of a restaurant using gas cookers which pose a greater threat of a fire having an open flame, the Owner can opt for electrical stoves It reduces the risk. 
. 



iii) The difference between Risk Avoidance and Risk Prevention.

Risk avoidance is eliminating the occurrence of hazards or losses that a person or company may incur if an action is taken by not doing or participating in the said action and avoiding it all together.

Risk prevention is practices that a person or company will use to prevent for seeable risks.
By identifying, assessing and implementing measures to prevent loss, death, injury.

 For example my brother is an Operator in a Refinery he understands the dangers of fires, poisoning, loss of hearing etc.. he can either  decide that  it’s not worth the risk and  avoid  being injured by simply not going to work in which case he can be fired, lose his house ,car, savings etc. Or he can prevent the chances of such risks by following proper safety precautions put into place by management to avoid such risks and wear the correct personal protective equipment provided by the company and adhere o the safety procedures. 



iv) Risk Management can make a difference directly to profit?

A Risk manager or business owner has to be is pro active when looking for or identify the possible events that could impact your business before they occur. It is a continuous process that is always evolving as the times, markets and consumer needs are always changing. It is never a once off assessment.

A business owner can save thousands each financial year by having a good risk management plan for every aspect of their business. Routinely servicing equipment to avoid malfunctions that could cause injury or death or lawsuits, having back up and contingency plans when there is down time so that the company does not lose money. Every negative risk is a threat against your company’s profits whether it is down time due to loss or injury of an employee, equipment failure, expired produce because of poor management or rotation of goods. Every potential risk is a threat to the company’s profits. A proper risk management plan will definitely save your company money and there for directly impact profits. 

 
v) The primary objective of risk management. Is to minimize monitor and control / identify potential problems before they occur.









vi) How can the risk management process be developed? 


· Identify all possible risks

· Assess the impact each risk poses to the project or business.

· Severity or likelihood of the occurrence 

· Controllability


· Implementing new strategies to identify and control the risk within organization.



vii) Protects your business and customers from loss incurred by unforeseeable risk.
                Reduce business liability
                Protection for your employees
     


viii) How can risk be evaluated?

Risk can be evaluated on a scale of 1-10 on the likelihood, significance and severity of the risk.

Case Study



i) Telford made the mistake by not planning for   unforeseeable risks as in this case “economical changes” because the company has not previously experienced bad debtors. He should have taken a percentage from each of his client’s portfolios over the years and put it into an investment account (Risk Financing). The interest acquired over the ten-year period could have given him time to make payment arrangements with the rest of his clients. 

ii) The risk management process and strategy is never complete, it is a continuous process. He only risk profiled his biggest client once. This should be done at least twice per annum. 
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