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Define risk and explain its various types.
Risk can be defined as the ever-present possibility that an outcome or investment’s actual gain will differ from the original designed outcome or return, based on unforeseen or changing circumstances beyond perfect control. Risk therefore includes the possibility of something happening or losing some or all of an expected investment. In everyday challenges of life, risk involves exposure to some type of danger and the possibility of loss or injury. Risks can apply to dimension like one’s physical health, family life or job security. The financial world and investing, is a place where risk often plays out very clearly and refers to the chance an expected return will not pan out as expected. Quantifiably, risk is measured by considering historical patterns and outcomes. In finance, Standard deviation provides a measure of the volatility of a value in comparison to its historical average (Chen, 2019).
There are four main types of risk mainly associated with business ventures. A strategic risk is the possibility that a competitor may come on to the market. This can take away your business or reduce your client base. There is compliance and regulatory risk where the  introduction of new rules or legislation may complicate your operations. Reposition you’re business it line up with regulation may cost your profits. A financial risk is where interest rates rise on your business loan or a non-paying customer. An operational risk referees to the breakdown or theft of key equipment. Possible natural disasters like a fire that guts down your warehouse can be classified as an operational risk.

                                                                                                            Aquila Kadembo. 28913. Assignment 10. Page 2.

Other factors that can be classified as types of risk include: Employee risk management-staff retention costs like maintaining sufficient staff numbers and cover, employee safety and up-to-date skills, political and economic instability in any foreign markets you export goods to,
health and safety risks, commercial risks, including the failure of key suppliers or customers (Nibusineesinfo, 2019).

2. What are three common risk management techniques?
The first one is risk avoidance-where for example one chooses not to drive at all in order to avoid motor accidents. While this may be effective, it may also imply severe limits to your trading ability owing to mobility restrictions. Cutting down a tree limb hanging over one’s  driveway, rather than waiting for it to fall (maybe on your car, maybe on a person), would be risk avoidance. Most insurance companies, in this instance, would accept the risk and wait for the limb to fall, knowing that they can likely avoid incurring that cost. However, a risk avoidance approach would mean taking steps so that the risk is completely addressed and cannot occur. In drafting business continuity and disaster recovery plans, risk avoidance is the action that avoids any exposure to the risk whatsoever. If for example you want to avoid data loss, you will need to have a fully redundant data centre in another geographical location that is completely capable of running your entire organization from that location. While risk avoidance is the most expensive of all risk mitigation strategies,  it has the result of reducing the cost of downtime and recovery significantly (Snedaker and Rima, 2014).
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Risk reduction is another method of risk management common. This method is meant to lessen any negative consequence or impact of a specific, unavoidable known risk. For example, a car manufacturer may decide to reduce the risk of product recall in the future concerning a certain model by performing good research and providing a detailed analysis of the potential costs of such a recall. If the capital required to pay buyers for losses incurred through a faulty vehicle is less than the total cost of the recall, the automaker may choose to not issue a recall. Similarly, data protection companies reduce the risk of a new program not functioning correctly by releasing the product in stages. The cost of stopping a faulty part of the program is severely reduced, compared to if the company had released the full program one time. The risk of capital waste can be reduced through this type of strategy, but a degree of risk remains (Safeopedia, 2019).
Risk assumption is a form of risk management technique. Risk control or assumption refers to taking steps to reduce, mitigate, or otherwise manage its impact or likelihood. Risk control can take the form of installing data-gathering or early warning systems that provide information to assess more accurately the impact, likelihood, or timing of a risk. If warning of a risk can be obtained early enough to take action against it, then information gathering may be preferable to more tangible and possibly more expensive actions.In whatever business venture that will be done, one will have to accept certain risks as part of the routine in conducting business activities. This then is considered as a component of the business existence. An ordinary activity such as driving to work for business, carries the risk assumption that needs to be accepted as the potential risk of an accident happening. Wearing a seat belt is a risk assumption action which reduces the risk of injuries in case then what you believed could happen, actually happens-an accident (National Research Council, 2005).
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3. What are the four T’s of responding to risks?
The Four T’s of responding to risk are:
Tolerate:
This is a disposition where it is a norm to accept that the risks are there, it therefore becomes a case of tolerating the possible consequences. Tolerating risk also means no action is taken to mitigate or reduce a risk because the cost of implementing risk reduction or mitigation activity is more costly than the returns or it may be that the risks of impact are very low such that they are deemed acceptable to the business. They will not harm the business profits that much.  However, even when these risks are tolerated they should be monitored because future changes may make it no longer tolerable, thereby precipitating quick responsive action.
Treating:
Is the second T and refers to actioning in order  to reduce or mitigate the risk. Treating risk refers to a method that can be used to control risk through actions that reduce the likelihood of the risk occurring or minimise its impact before its occurrence.  Also, there are contingent measures that can be developed to reduce the impact of an event once it has occurred.
Transferring:
Is about moving the responsibility or the consequences of the risk to a third party, often done through a guarantee or insurance. If for example a firm has invested in an earthquake prone area because the business is so profitable, buying an insurance that has more value than the venture would be transferring the risk.
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Terminating:
Refers to stopping completely the activity that causes the risk. This is the simplest and yet often the most ignored method of dealing with risk. It is the approach that should be most favored where possible and it simply involves risk elimination. This can be done by altering an inherently risky process or practice to remove the risk. “The same can be used when reviewing practices and processes in all areas of the business. If an item presents a risk and can be changed or removed without it materially affecting the business, then removing the risk should be the first option considered; rather than attempting the treat, tolerate or transfer it” (Herrera, 2013)
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