Gb630 Strategic Risk Management
Professor Name   John J. Hampton

Email   hamptonjohnj@gmail.com
Phone 
201 761-6390


Office Location: School of Business
Office Hours Wednesday 1:00-4:00 by appointment

Description

This course covers risks without owners in the emerging discipline of enterprise risk management (ERM). It examines leadership and the role it must play in managing strategic and cultural risk. It examines organizational life cycles and best practices for expansion and conflict. It examines special topics in risk management, including collaboration for effective risk management, the rise of modern risk management, evolving ERM, and modern risk managers.
Outcomes 

Students can expect the following outcomes in this course:
· They will improve written communications.

· They will have a better understanding of ethical responsibilities of the profession.

· They will recognize problems and apply strategic analysis.

· They will reason analytically and make data-driven decisions.
Required course materials 

· Textbook. Fundamentals of Enterprise Risk Management, second edition, (2014), available from Amazon.com.
· Study Guide. This is it. It is also the syllabus. Copies can be downloaded from http://www.jackhampton.com. Click the Study Guides button.
Meetings. None. The class is totally offered via distance learning.
Grading

The grade is based upon two submissions.

· Part 1. 50 percent of the grade.

· Part 2. 50 percent of the grade.
Due Dates for Assignments

· Part 1. 
June 12 (Tuesday)

· Part 2. 
July 10 (Thursday)

Note: This course does not use Blackboard for ongoing communications. All communications and submissions are via email.
Exercises
They are printed at the end of this syllabus.

Topics
Part One
Chapter 12 Strategic Risk. 

Chapter 13. Subculture Risk.
Chapter 14. Leadership Risk. 

Chapter 15. Life Cycle Risk. 

Chapter 16. IBM, Microsoft, and Apple. 

Part Two
Chapter 18. Collaboration for Effective Risk Management. 

Chapter 19. Cerberus, JPMorgan, and Lehman. 
Chapter 20. Rise of Modern Risk Management.

Chapter 21. Evolving ERM. 

Chapter 22. Modern Risk Managers.
Requirements for Completing the Exercises

· Complete all exercises with at least 50% of them using the engaged format described below.

· Show you understand the point of the exercise.

· Add a little something to it.
· Choose either the basic or engaged format for each exercise.
Basic Format Example
Question: What are examples of a speculative risk not named in the book?

Basic Format Answer A speculative risk exists when we have the possibility of a loss along with the chance to make a profit. Examples are betting on horse races, buying stocks and bonds, and real estate investment. This differs from a pure risk where only a loss is possible.
Engaged Format Answer 
A speculative risk exists when we have the possibility of a loss along with the chance to make a profit. Examples are betting on horse races, buying stocks and bonds, and real estate investment. This differs from a pure risk where only a loss is possible.


Since we know that pure risk is a risk in which loss is the only possible outcome, there is no beneficial result. Pure risk is related to events that are beyond the risk-taker's control and, therefore, a person cannot consciously take on pure risk.


An example is the possibility that a person's house will be destroyed due to a natural disaster. In this example, it is unlikely that there would be any potential benefit to this risk.


There are products that can be purchased to mitigate pure risk. For example, flood insurance can be used to protect homeowners from the risk that their homes will be destroyed by an overflowing river. Other examples of pure risk events include premature death, identity theft, and career-ending disabilities.
Submitting the Exercises
Carefully follow these submission guidelines to avoid delays that affect grading. 
· Copy the exercises from the Study Guide to a separate MS Word file for submission 1. 

· Repeat the process to a different MS Word file for submission 2

· Save each file with the name <Your last name> Course # Submission#
· Answer each question in order. 

· Do not repeat the wording of the question in your answer.
· Send a single MS Word document for each part as an attachment to an email to hamptonjohnj@gmail.com. Do not use BlackBoard for submissions.
Confirmation

The instructor will confirm receipt of the exercises and project within four days. If no confirmation is received, query the instructor.
Plagiarism and Cheating

To promote and protect academic integrity, the University's policy against plagiarism must be unconditionally respected. Students found to be committing acts of plagiarism will face academic sanctions to be determined by the professor as well as the administration. Plagiarism includes submitting the work of other parties as your own and downloading information from the Internet without identifying the link.
Part One Exercises

Exercises 12. Strategic Risk

12-1. Instead of a bone marrow sample, think outside the box. What is a non-medical product that needs the Fed Ex approach to notification in advance of shipment? Be specific.
12-2. A professor claims that colleges are part of the U.S. shadow economy. Do you agree? Explain your reasoning. Gb63016d
12-3. What is the strategic risk lesson learned from the Samsung design vision?

12-4. Identify one or more sources of strategic risk on the horizon today. Does each one offer both danger and opportunity for the future? Explain your reasoning. 
12-5. Of Boeing and Airbus, which company made the best decision on strategic risks facing the development of a future airplane? Explain your reasoning
12-6. Mr. Wang posed strategic risk to industrial-age organizations. Name a company today that poses such a risk to Macy’s. Explain your reasoning.
12-7. The book describes how the United States Shoe Company adjusted to changes in sneaker production. Search the Internet. How did Reebok react?

12-8. Identify a technology today that is likely to revolutionize the conduct of modern business and thus presents a strategic risk to companies. What companies are endangered? What strategy can help achieve the upside of the risk?

Exercises 13. Sub-culture Risk

13-1. The book discusses Ford and Toyota in 2007 by making fun of the different cultures. Use the Internet to find an updated story on Ford. Has the culture changed since 2007? Explain your reasoning.

13-2. Use the Internet to find the current status of Volkswagen. Explain whether the risk of its sub-culture has helped or hurt the company. Be specific.

13-3. In terms of bureaucratic, team, spider, or individual culture, what sub-culture risks did GoldCorp overcome? 

13-4. In terms of sub-culture risk, what is the best way to view the concept of “control?”

13-5. The first step in managing sub-culture risk is to correctly identify it. From the characteristics in Appendix 13a, which is most useful in identifying a sub-culture (bureaucratic, team, spider, or individual)? Explain your reasoning.

13-6.  Some people believe that Donald Trump fits the profile of an energy trader. Do you agree? Explain your reasoning.
13-7. Brooks claims all the prestige in high school goes to the popular people, not the hardest workers. Does that continue in the workplace for after graduation from college? Explain your reasoning.
Does this behavior continue into organizations? Explain your answer.

13-8. For each U.S. president since 1992, the book matches the individual with a possible role in high school (popular person, athlete, nerd,). Do you agree with each of the following? Explain your answers.

· Bill Clinton. A popular geek, well balanced, interesting, and neurotic.

· George W. Bush. Well-balanced and dull. 

· Barack Obama. Cool, calm, collected, and inspiring.

Exercises 14. Leadership Risk

14-1. A leader does not need to differentiate between bad behavior and our definition of behavioral risk? Do you agree? Explain your reasoning.
14-2. Assume we are measuring management and leadership on a continuum from one to 100. The areas are:

· 1-25 
Mostly a manager.

· 26-50
More of a manager than a leader.

· 51-75
More of a leader than a manager.

· 76-100
Mostly a leader.

Give yourself a number between 1 and 100. What is it? Explain how you chose the number.

14-3. Think about the previous question and compare it to the job you have or previously had. What was the job? Did you fit the organization’s expectations for someone holding it? Explain why or why not.
14-4. Some people think Jürgen Schrempp showed real leadership skills when he led Daimler Benz to acquire Chrysler for $37 billion in 1998. At first, he tried to bolster the ego of Chrysler managers. When things went bad, he acknowledged reality. Thus, he displayed both strategic or situational leadership? Do you agree? Explain your reasoning.
14-5. Compare the stories of Bill Gates making a decision about the Internet and Jürgen Schrempp handling the acquisition of Chrysler. Which story gives a clearer picture of leadership risk? Explain your answer. 

14-6. How does the example of filling a vacancy illustrate the claim that leadership trumps management?

14-7. What is the current status of IKEA’s plans to enter the Indian market? Site your source.

14-8. Who in your opinion is the world’s greatest current leader in each of the following categories? Explain the rationale for your choice.

· Business.

· Politics.

· Sports.

· Entertainment.

Exercises 15. Life Cycle Risk

15-1. ERM recognizes that risks may be difficult to identify in different life cycle stages. What is the likely obstacle to risk identification in each stage?

· Start Up

· Growth 

· Peak 

· Declining

15-2. What is the major reason that change might be resisted in each of the following?

· Start Up

· Growth 

· Peak 

· Declining

15-3. How important is ERM to each of the following units?

· Start Up

· Growth 

· Peak 

· Declining

15-4. What is the lesson learned from story of Dakota tribal wisdom? Explain.

Exercises 16. IBM, Microsoft, and Apple. 

16-1.  Assume you were a successful manager at IBM in 1952 when Thomas Watson, Jr. invited you to join a new business to develop electronic computers. What would be the professional and personal risks and opportunities that you would evaluate in deciding whether to make a change?

16-2.  IBM’s board waited a long time before bringing in Lou Gerstner to be CEO in 1992. Is this an indication that members of the board were incompetent? Explain your reasoning.

16-3.  Bill Gates may have been the luckiest guy on the planet in the early 1980s. He did not really manage leadership risk. Rather, he stumbled into good fortune. Do you agree? Explain your reasoning.
16-4.  Microsoft continued to be successful after Bill Gates left the position of CEO. Was the success more a matter of management or leadership? Explain your reasoning.
16-5.  Steve Jobs led Apple to early success but then was replaced as CEO by John Scully. Did this move show that the Apple board understood leadership risk? Explain your reasoning.

16-6.  Steve Jobs came back to Apple and led it to rebound. Was this successful effort primarily the result of management or leadership? Explain your reasoning.
Part Two
Exercises 18. Collaboration for Effective Risk Management.
18-1. What is the lesson learned from the stories about the accuracy of Wikipedia? Gb63016d
18-2. What is the lesson learned from the National Geographic story about swarm theory?
18-3. Airbus was not being managed well when its Power8 program failed to include airport risks. Do you agree? Explain your reasoning.
18-4. Why do you think swarm theory worked in the situation with Air Liquide?

18-5. What is the lesson learned from the story about GoldCorp?

Exercises 19. Cerberus, JPMorgan, and Lehman. 
19-1. What is the leadership risk issue that confronted the board of Cerberus when it chose to hire Robert Nardelli as the new CEO for Chrysler in 1967?
19-2. Jamie Dimon changed the business model for JPMorgan Chase in 2008. In the process, the bank gave enormous trading authority to one individual. What are the ERM strengths and weaknesses of this strategy?

19-3. With respect to the previous question, could Mr. Dimon have achieved the upside of the strategy without exposing the bank to the downside? If yes, how could it be done? If no, why not?

19-4. An observer claimed that Wells Fargo opening bogus accounts in 2016 was as bad as Lehman was hiding its toxic assets in 2008. He said both CEOs deserved to go to jail. Do you agree? Explain your reasoning.
Exercises 20. Rise of Modern Risk Management.

20-1.  Hartford Steam Boiler gave us the proper picture of the role of risk management and insurance in the 1860s. Still, risk management did not supersede insurance until the 1960s. Why did it take so long? Explain your reasoning.

20-2.  By the 1980s, courts were awarding damages for psychic injuries where no obvious financial damage was involved. This practice should be banned by federal laws. Do you agree? Explain your reasoning.

20-3.  In the 1990s, insurance companies and risk managers shifted away from historical losses as the primary means of estimating future losses. Does this make sense? Explain your reasoning.

20-4.  ERM is a workable concept for operations in countries with a respect for laws but can never work in outlaw environments. Do you agree? Explain your reasoning.
Exercises 21. Evolving ERM. 

21-1.  What is the purpose of the story about risk in Figure 21-1?
21-2.  Do you think a collapse such as experienced by Long Term Capital Management could happen again? Explain your reasoning.
21-3.  What is the best story you can remember about risk management? Why is it so effective?

Exercises 22. Modern Risk Managers.
22-1.  Some observers see the career path for a risk manager to begin as a risk analyst, become a competent risk manager, and then finish as a strategic player. Others believe that strategic players with respect to risk do not need any risk management experience. Instead, they need an understanding of the industry. Which viewpoint makes more sense to you? Explain your reasoning.

22-2. Assume you are talking to a competent risk manager who has spent 20 years buying insurance and helping make a company safe. The individual has asked you for advice on how to become a strategic player. What would you say? Be specific.

22-3.  Some people object to the title of chief risk officer. They say the CEO is the real CRO. Do you agree? Explain your reasoning.
22-4. A chemical company is interviewing two people to become its risk manager.  One has a background of management positions chemical refineries. The other has a background providing risk management consulting services to department stores. Which person would you choose if everything else was equal? Explain your reasoning.
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