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MENU FOR RISK MANAGEMENT

B G T

What is a Risk ? What are different types of risks?
|dentifying your risks

Measuring your risks

Owning your risks

Evaluation of your risks

Implementing your risk management solutions.
There are 4 risk management techniques:
Avoidance of risk

Risk mitigation

Transfer of risk

Risk acceptance

Monitoring your risk management solutions.
Benefits of Risk Management



WHAT IS A RISK?

Risk is defined as the chance of something happening that will
have an impact on objectives. Risk is measured in terms of

likelihood and impact.

TYPES OF RISK

* Strategic risks in the business and political environment.

* Compliance risks — complying with rules and regulations.

* Operating risks — events that severely disrupt operations, such as
natural disasters, power supply, management complaisance or
incompetence, cyber security attack, etc.

* Financial risks — relating to the money flowing in and out of the

business.

Risk Mitigation

Action

tracker

Risk Management
Workflow
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WAYS OF IDENTIFYING RISKS

Ask if . Analyse other
. Brainstorm
guestions events

Consider the
worst case
scenario

Assess your
processes




RISK MEASUREMENT

Standard deviation

* If you don't get the sizing and measuring right for risk Beta
management, everything else will be off.

* It will be a series of dominoes falling. Value at risk or VaR.

« And those dominoes could waste your time, potentially Conditional value at risk (CVaR)

creating new risks, and maybe even hurting the
company you're trying to protect.

*

(rofecoxib, MSD)

WHAT HAPPENS IN PR? - IDENTIFY TRENDS

* An issue arises when an organization or group attaches
significance to a perceived problem (or opportunity) that is a
consequence of a developing political/regulatory, economic
or social trend.

* Arthritis pain alleviated...
even if it kills you.



“NEVER IGNORE
THE WARNING
SIGNS”

In 2003, the European
Committee for Proprietary
Medicinal Products
recommended stronger
warnings of cardiovascular
risks associated with the drug.

Merck, voluntarily withdrew the

drug after a study linked the drug

mmregll With an increased prevalence of
heart attacks and strokes

In 1999, US Food and Drug
Administration (FDA)

approved Vioxx

In November, the Wall In November 2004, a study US Senate inquiry was
Street Journal published in The Lancet said that told that the FDA was
evidence suggesting the Vioxx should have been guilty of ‘profound

firm had ignored problems withdrawn from the market regulatory failure’ over
with one of its drugs years before it was Vioxx

The Stroke Association said:

In January 2005, the US FDA ) Soon after, the US FDA ruled
released a study in The Lancet ‘Last year Vioxx was that Vioxx should be allowed to

that suggested Vioxx could e withdrawn because of this risk. B he sold again in the United

have caused up to 140,000 It is now time that the whole
cases of coronary heart class of these drugs be

disease in the United States. withdrawn too.’

States, as well as Pfizer’s
Celebrex.

In April 2005 a Texas jury found Merck guilty
The following year, the World of negligence and ordered it to pay the
Health Organization (WHO) called widow of a heart attack victim USS253.4
for stricter registration of clinical gl million. This was the first lawsuit to be filed
drug trials so that negative against Merck over Vioxx, and at this point
findings could not be kept secret analysts predicted Merck might end up

paying out USS18 billion




OWNING THE RISK

 BMC Public Relations handled the crisis for Samsung Note 7.

 Samsung launched the Note 7 to record pre orders and sales.

 The company faced a major malfunction — faulty batteries and overheating

e 35 cases were reported and Samsung halted the sales.

* They started gaining brand loyalty by offering compensation to people

 The Consumer Product Safety Commission issued an official warning advising
consumers to stop using the device.

* |t received worldwide media attention.



OWNING THE RISK

* To overcome the risk, Samsung sent text message and emails to communicate the recall.

* Improved volume and speed of returned product — working with telecom operators.

» Software update was issued to disable charging abilities.

 The Department of Transportation (DOT) banned the Note 7 on airplanes, and a teams of
Samsung employees were sent to airports to help consumers and collect the phones.

* This improved industry standard as they basically sacrificed to safe the company.

 From my perspective, it was a smart, wise and cost effective decision because the brand is bigger

than the product.



Likelihood

5 1
Catastrophic Moderate Negligible
5 Extreme Extreme Medium
Almost certain (1) (1) (2) (2) (3)
Extreme Extreme Major Medium Minor
(1) (1) (2) (3) (4)
Extreme Major Major Medium Minor
Possible (1) (2) (2) (3) (4)
2 Major Major Medium Minor Minor
Unlikely (2) (2) (3) (4) (4)
Medium Medium Minor Minor Minor
(3) (3) (4) (4) (4)

Extreme - Game Changing loss
of Market share

Major — Significant loss of
Market share

Moderate — National loss but
short —term

Minor — Local /Internal damage



EVALUATION OF THE RISK: EXAMPLES
Facebook — Cambridge Analytica Scandals

Steel and Aluminum Industry - Tariff and import duty on
imports by Trump

Uber — Upcoming Competitors in market

Apple - iPhone 6 and 6s plus bent issues

Sears Canada — liquidation sale @OI.A  DiDi
Dibi UBER

Blackberry smartphones failure to 0% market share.

www.doncaprio.com



FOUR STEPS TO IMPLEMENTING RISK MANAGEMENT PLAN

1. Organizationally committing to the plan.
2. Assigning responsibility for the plan.

3. Providing authority and resource needed.
4. Gathering and distributing information.

Type of risk Probability Severity Person in charge Action Time frame
Client not
paying on time [Low-medium High
Accident in one
of our events Low High
Information
leak Low High
Send the wrong
press release Low High




IMPLEMENTING RISK MANAGEMENT SOLUTIONS

Business risks must be thought of as a strategic aspect of business planning.
After identification of the risks, companies should take appropriate measures to manage them and
protect business assets.

Risk management techniques includes:

*Avoidance
*Mitigation
*Transfer
*Acceptance




RISK AVOIDANCE

* The elimination of hazards, activities and exposures that can negatively affect an organization's
assets.

 While the complete elimination of all risk is rarely possible, a risk avoidance strategy is designed to
deflect threats to avoid the costly and disruptive consequences of a damaging event.

* This method has severe limitations because such a choice is not always possible, or if possible, it
may require giving up some important advantages.

* Nevertheless, in some situations risk avoidance is both possible and desirable.



RISK MITIGATION

* |t aims to control the damages and financial consequences of
threatening events, risk avoidance seeks to avoid
compromising events entirely.

* Risk avoidance and mitigation can be achieved through policy
and procedure, training and education and technology
implementations.
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RISK MANAGEMENT TECHNIQUES

1. Risk transfer:

prim&proper -
* Insurance @FitGem71
O Outsource: Wa|-|\/|arting Across America - Cosmopolitan you're really promoting cancer and other health

issues as a way to lose weight? twitter com/cosmopolitan/s
12:25 PM - Apr 11, 2017

Edelman crisis
* Risk sharing: Partnership

) 2 See prim&propers other Tweets (]
2. Risk acceptance
e Conscious decision vs ignorance: Cosmopolitan ° andi zeisler @ v
q c . andizeisler
Magazine's Poorly Phrased Article Headline “
. "What's my weight-loss secret? CANCER." @ Cosmopolitan, wyd?
Merck recalled Vioxx (2004) y weig e polian, wy

twitter com/GideonResnick/...
12:02 PM - Apr 11, 2017

) 32 ) 20 people are talking about this i)



MONITORING YOUR SOLUTION

How do you know if your solution was a success or not?

 Shortterm

1. Editorial coverage, individual journalist or publications.
2. Social media activity on the Facebook, Twitter etc pages.
3. Audience reactions to the solution.

4. Change of sales.

 Longterm

1. Regularly monitor opinion, research and evaluation.
2. Monitor crisis which beset the company in the past.
3. Set a Core Committee Team, Crisis Control Team and a Communication Team.



MONITORING YOUR SOLUTION - EXAMPLES

 Short term
Try to rebuild trust in the customers

Odwalla Foods' apple juice E.coli outbreak (1996), their selling dropped but they focused on the
customer relationship in the months after, they improved their quality control and safety system.

* Longterm
Create a policy that could help the Company to manage the risk in the future.

The Food and Drug Administration released its first "guidance" on how to deal with the risk of
salmonella contamination in foods, after the outbreaks of Salmonella in peanuts in 2004.



KEY BENEFITS FROM RISK MANAGEMENT

* It reduces the likelihood of unpleasant and costly surprises.

e It provides better information for strategic planning and decision-making.

* It leads to more realistic allocation of resources, especially financial resources.

* It generates better results from communication programs and projects.

* It creates better compliance with regulatory requirements.

* It helps to more accurately define the scope of required insurance cover, which can lower insurance

costs.



QUIZ

Log on to
www.kahoot.it
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