Gb629 Enterprise Risk Management
Summer 2016 Course Syllabus
Professor Name   John J. Hampton

Email   hamptonjohnj@gmail.com
Phone 
201 761-6390


Office Location: School of Business
Office Hours Tuesday 1:00-4:00 or by appointment
Description 

This course covers hazard and operational risk under the framework of enterprise risk management. It examines ERM contributions with special attention to the emerging risks from rapid developments in technology and new exposures arising from an complex and fast-moving global business environment. It discusses implementing ERM using recent developments in technology and high-tech electronic platforms.
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.
Textbook. Fundamentals of Enterprise Risk Management, 2nd Edition, John J. Hampton, AMACOM Books, order at www.amazon.com.
Web Format

· Term. May to August, 2016.

· Meetings. None. Distance learning course only.

Grading

The grade is based upon.

· Part 1. Exercises. 



50 percent of the grade.

· Part 2. Exercises. 



50 percent of the grade.

Due Dates for Assignments

· Part 1. 
June 14 (Tuesday)

· Part 2. 
July 5 (Tuesday)
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.

Submission 1.
  1. Hazard and Enterprise Risk Management.
  2. Enterprise Risk Management.

  3. Contributions of ERM. 

  4. Challenge of the Black Swan. 

  5. 2008 Financial Crisis.
Submission 2.
  6. Implementing ERM.
  7. Risk Clusters. 

  8. Risk Technology in 2008. 

  9. New Technology in 2014. 

10. HTEP Applications. 

11. Product Launch Application.
Requirements for Completing the Exercises

· Complete all exercises with at least 30% 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.
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.
· Email a single MS Word document for each submission to hamptonjohnj@gmail.com. 
· Do not use BlackBoard for submissions.
Confirmation: The instructor will confirm receipt of a submission within four days. 
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 1. Hazard and Enterprise Risk Management.

1-1.  In your view, what is the most significant risk management lesson from the story of Hurricane Andrew? Explain your reasoning.

1-2.  We know some losses simply do not have a financial impact. Are they insurable? Why or why not?
1-3.  The textbook argues for the importance of Hartford Steam Boiler in the world of hazard risk management? Do you agree it played an important role in the development of commercial property insurance? Explain your reasoning.
1-4.  A teenager started a fire in an abandoned house causing significant damage. Is this an example of a moral or behavioral hazard? Explain your reasoning.

1-5.  A controversy exists about the most significant risk management lesson from the story of Global Petroleum. Some analysts believe it was the importance of giving authority to the person directly managing a risk. Others think it was the fact that the organization had done detailed planning in advance of a crisis. Who is right or are both viewpoints wrong? Explain your reasoning.
1-8.  In the story of Daimler and Chrysler, the synergies did not materialize. What happened and why did it happen?
1-9.  In the story of Webvan and Amazon, risk arose from operations, strategies, and financing. Which one caused the most harm to Webvan? Explain your reasoning.
Exercises 2. Enterprise Risk Management.

2-1.  In the story of General Motors, door hinges illustrates a failure of risk management. Have you ever seen a similar mistake made by others or yourself? If yes, describe it. If no, why do you think it happened at GM?

2-2.   Moody’s and S&P are prominent players in the world of enterprise risk management. Find a current press release where one of these companies addresses ERM. What is the point of it? List the website where it is posted.

2-3. With respect to the Jet Blue mishap on Valentines Day in 2007, what happened to the CEO afterwards? Cite at least one Internet source in your answer.
2-4. Appendix 2 discusses a risk management approach applied to the U.S. auto industry in 2009. Why do you think the senior executives failed to deal with the problems as the situation worsened over a long period of time?

2-5.  With respect to the auto executives, why do you think they resisted bankruptcy when the situation became a crisis in 2008?

2-6.   In 2014, Mary Barra became the CEO of General Motors. She immediately faced a serious risk management crisis in the form of a failed recall of automobiles. Answer the following questions:

· What was the problem she was facing?

· What were her options to deal with the problem?

· Which one did she accept? 

· Why do you think she accepted it?

· Do you agree with her choice?

Exercises 3. Contributions of ERM.
3-1.   Henry Ford added a hazard risk to our lives. At the same time, he improved our lives by making a decision that shows the upside of risk. On balance, did he improve risk management or weaken it as a result of the two decisions? Explain your reasoning.

3-2.  U.S. Airways seemed to learn some lessons from the Jet Blue Valentines Day disruption. What were at least three of those lessons?
3-3.  Does it seem that Jet Blue learned any lessons from the Valentines Day disruption? Cite at least one Internet source to support your answer. 

3-4.   Do you believe a person who has a fear of flying can be a good risk manager? Explain your reasoning. Cite at least one Internet source in your answer.
3-5.  The Ford Motor story about palladium is a total failure of aligning risk accountability with possible risks. Do you think such things happen often in modern multinational corporations? Explain your reasoning.

3-6. Warren Buffett, a prominent and respected person in financial affairs, warned us of the danger of the 2008 financial crisis. What is the risk management lesson we should learn from the fact that no one in power heeded his warning?
3-7.  What is an HTEP? 

3-8.   How does the view of risk needed by Martin Sullivan at AIG support the argument that organizations should have a HTEP?

3-9.   Some people think that Robert Nardelli was actually a strong risk manager during his tenure at Home Depot. Do you agree? Explain your reasoning.

Exercises 4. Challenge of the Black Swan.
4-1.   Many government officials believe the 2014 Atlanta ice storm was a black swan. Do you agree with them? Explain your reasoning.

4-2.  Shiller argues that irrational exuberance is the psychological basis for many black swans. Identify a company that people are saying will be the next great success story. Do you think it could be a black swan and fail? Explain your reasoning.
4-3.  A Shark Tank TV episode brought contestants who developed the Tie-Not Water Balloon filler to provide quick ammunition in a water balloon fight. Research the product. Is it something that would be sold in Mediocristan or Extremistan? Explain your reasoning.

4-4.   A college teaches all MBA classes on Monday, Tuesday, Wednesday, and Thursday evenings from 6:00 pm to 10:00 pm. A faculty member asked the following questions. How would you answer them?
· What are we doing?
· What will we be doing?
· What should we be doing?
4-5.   Taleb says risk management is an art? Do you agree? Explain your reasoning.

4-6.   Assume you have two almost identical job offers. One comes from the American Red Cross, the other from a company that develops shopping malls. You need some advice. Would you rather get it from a college professor, the mayor of your town, or a man who owns six pizza parlors? Explain your reasoning.
Exercises 5. 2008 Financial Crisis.
5-1.  In 2000, AOL and Time Warner merged with AOL shareholders receiving 55 percent of the stock of AOL Time Warner. What was the ERM lesson from the merger?

5-2.  Steven Levitt describes a man who delivered bagels under an honor system. What is the ERM lesson from the story?

5-3. Some observers believe that the banks that made loans, and then immediately sold them, were the best risk managers during the 2008 financial crisis. Do you agree? Explain your answer.

5-4. Steven Levitt describes a blood bank that experienced a decrease in the level of donations. Aside from economic and moral incentives, what ERM lesson can be derived from Levitt’s story of the blood bank?

5-5. The 2008 global financial crisis has been compared to the great depression that started with the U.S. stock market crash in 1929. What was the ERM lesson that governments knew in 2008 that was not known in the 1930s?

5-6.  Some people believe the Dodd-Frank legislation created a central risk function for the federal government to scan for banking risk. Do you agree? Explain your reasoning.  
Part Two Exercises
Exercises 6. Implementing ERM.
6-1.  What did the 2008 financial crisis show us about the ERM framework developed by The Committee of Sponsoring Organizations (www.coso.org)?

6-2.  With respect to Philips, Nokia, and Ericsson, is it reasonable to think that Ericsson could have foreseen the crisis and taken steps to mitigate it?

6-3.  What is a specific example of a risk that might be identified by each of the four areas of modern risk management (hazard, internal audit, internal control, and compliance)?
6-4.  Do some research on the Internet to find postings that link ISO 31000 and enterprise risk management. Some people think ERM has a close link to ISO 31000? Based on your findings, do you agree? Explain your reasoning.
Exercises 7. Risk Clusters.
7-1.  Risk clusters are an improvement over earlier techniques for understanding risk relationships? Do you agree? Explain your reasoning.
7-2.   With respect to Figure 7-2 in the text, why does the diagram have a Key Initiatives Cluster? Be specific.
7-3.  With respect to Figure 7-3, the financial cluster includes legal risk. This makes no sense. Do you agree? Explain your reasoning.

7-4.  With respect to Figure 7-4, why is a regulatory inquiry included in the cluster? Be specific.

Exercises 8. Risk Technology in 2008.
8-1.   Why did Riskonnect reject the use of spreadsheets when it built its HTEP?

8-2.   Why did Riskonnect believe after 2001 that RMIS systems needed to be modified?

8-3.   An HTEP can be designed for the following:

· Expandability.

· Transparency.

· Linkages to the world.

· Timeliness.

· Customization. 
Assume you evaluating a system to be used by a company that manufactures and sells motorcycles. The company is five years old and sales are growing at 30 percent annually. Which of these features likely to be the most important reason for buying an HTEP? Explain your reasoning.
8-4.   For the company in the previous exercise. Which is the least important reason? Explain your reasoning.

8-5.   Download two risk dashboard photos from the Internet and insert them below. What does each one of them show? Be specific.
8-6   Given all the other information on risk, an organization does not really need a heat map. Do you agree? Explain your reasoning.

Exercises 9. New Technology in 2014.
9-1.  Go to Riskonnect.com. Do you think the company’s senior management team is qualified to develop a risk management information system? Be specific.

9-2.  Riskonnect has built its system on the “cloud.” What does that mean?

9-3.  Is the “cloud” the right way to build a risk management information system? Explain your reasoning
9-4.   Assume you were asked by your boss to send the CEO an explanation of what New York University does with an HTEP. Prepare the report answering the following questions in a total of 300 words or less:

· What is the overall goal of the system?

· How will it achieve this goal?

· What are the challenges or difficulties that we expect if we implement it?

· How much new equipment will be needed to set up the system?

9-5.   Lloyd’s of London has been issuing earthquake insurance policies for dozens of years. It really does not need an HTEP to help it. Do you agree? Explain your reasoning.
Exercises 10. HTEP Applications.
10-1. The December 18, 2014 issue of Business Week magazine carried a story titled Airbus's Big Plane Has a Small (Order) Problem. Does it support the concerns of MBA students at Saint Peter’s MBA students in their 2006 ERM analysis on risk of the A380? Explain your reasoning.
10-2.   What is the ERM lesson learned from the failure to include airport and airline negotiations in the A380 Power8 program
10-3.  Pick a company, non-profit organization, or government agency where you work or would like to work. Answer the following:

· What organization did you select?

· Should that organization install enterprise risk management?
· If yes, does it need a cloud-computing system such as is offered by Riskonnect?
· If no, why is ERM not suitable for the organization?
Exercises 11. Product Launch Application.

11-1. The launch of a new product is a key initiative that can be included in an ERM program. The thinking process is similar to choices you must make while pursuing an MBA degree. Answer the following:
· What is your next career goal now or after completion of the MBA or MS degree?

· What are three to five risks that could affect the success of that goal?

· What are three to five sub-risks within each risk area?

· Does the clustering of this process provide you with a better understanding of your career choices? Be specific.
PAGE  
1

