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Taking Practical Steps to Minimise Risk
By Kif Boh
Account Manager, FM Global
To fully understand the risks to your business, you need to understand the hazards that threaten your facility and how they could impact your business operations. 
Understanding the hazard is about identifying particular risks on your premises, such as the storage of flammable materials or flooding from a stream running through your site. Understanding the impact to your business involves looking at a particular hazard on your site. If flammable material ignites, will it destroy the production line for your key product, or will it simply damage a low-level isolated storage facility? Putting the understanding of the hazard and the potential impact to business together allows you to understand the risks to your business and then address these by taking practical steps to reduce them. 
Ten Top Tips for Protecting Your Business
The following 10 tips will help you focus on the most important risks facing business and steps you can take to mitigate these risks:
1. Review and understand the hazards that could impact your business                                            (Fire/Flood/Wind/Earthquake/Explosions etc.) 

2. Identify who your key customers are and develop a contingency plan to ensure you retain them in the event of a loss

3. Identify your key suppliers and develop a contingency plan to avoid interruption to your business, should they suffer a major loss

4. Identify bottlenecks within your production process, which, in the event of a loss at this point, could completely stop production
5. Develop corporate risk management standards that are accepted at board level and ensure consistency
6. Property should be, where possible, constructed from non-combustible materials and all materials used should comply with industry standards

7. Sprinkler protection should be installed where needed

8. Train employees and contractors to be aware of hazards and to report and mitigate any risks
9. Complete regular audits on your key factories and also suppliers to identify their level of understanding of risk

10. Take advice from experts in risk management to ensure that you have taken all possible steps to mitigate property loss risks
These steps should be coupled with proven risk management solutions to maximise the benefit to the company. Many solutions are simple, practical and inexpensive but can save a company from significant property damage. An example of this is the protection of roofing from wind damage. A small breach of the building envelope can cause significant damage to the interior. The wind places far more pressure on the corner and perimeter areas of a roof. Being generally small areas, it is possible to secure them using a few well-placed fasteners. These fasteners are relatively inexpensive, but are very effective, and could significantly reduce the risk of major damage and disruption to business.
Of course, not every disaster is preventable. Despite our best efforts, accidents will happen and damage will be suffered. However, effective risk management can keep these incidents, and their potentially devastating impact, to a minimum. 
Fruit juice manufacturer Ocean Spray is an excellent example of a company that understood the hazards it was facing, the potential impact of these hazards on their business operations, and the practical steps needed to address these risks. 
Ocean Spray is North America’s number-one brand of bottled juices and juice drinks with products available in nearly 50 countries. The company reported net sales of roughly US$1.1 billion in 2004.
Protecting Value Through Risk Improvement

Vero Beach, Florida, USA, home to Ocean Spray’s grapefruit processing operations, took a direct hit from two of the four devastating hurricanes that struck the Florida coastline in 2004. While many businesses in the area suffered damage that resulted in costly downtime, Ocean Spray’s operations—which include an office complex, concentrating facility and attached tank farms—escaped major damage and continued to operate following a number of risk improvement measures. Ocean Spray prepared the Florida facility to withstand hurricane-force winds and quickly resume operations under adverse conditions. 

Understanding loss potential
Ocean Spray is committed to property loss prevention and had made a number of improvements including securing the roofs. There were also concerns raised about service interruption in Vero Beach if power were lost. The decision came down to the business case, which weighed the potential loss of £45 - £75 million of product versus the cost of portable generators and hook-ups on site, a relatively modest investment of £20,000. 

As the first hurricane approached, Ocean Spray activated its contingency plan, which included lowering the freezer temperatures, should they lose power, and bringing the portable generators on site. When the storm hit, service was lost for 48 hours, mostly because personnel were not able to get to the facility. Once they did arrive, they saw no major damage, and the freezers were still cold. They quickly set up the generators, and brought up the ammonia system. 

The bottom line was, the facility sustained only superficial damage from the two storms, and the losses were well within the level of risk Ocean Spray could accept.
While roof reinforcements did make a difference, having the auxiliary power proved mission-critical. If they had had a major loss of the tank farms, it could have put Ocean Spray’s franchise in jeopardy. As it was, the hurricanes damaged the majority of Florida’s grapefruit crop in 2004, and the inventory would have been nearly impossible to replace had it been lost. 

Commenting on the experience, Bill McBain, assistant treasurer/risk manager for Ocean Spray said, “Our experience at Vero Beach shows that, while we need insurance, what we need more is to ensure continuous operations. If we have a loss, insurance would pay for it, but not for lost opportunities for future sales.”
In summary, the majority of all losses can be prevented and, by following effective risk management practices, companies can be confident in their ability to maintain the continuity of business operations over the long term.

FM Global (www.fmglobal.com) is a mutual commercial and industrial property insurance organisation with a unique risk management focus. For more than 170 years, leading corporations around the world have benefited from FM Global’s superior insurance capacity, risk assessment services and proven property loss prevention engineering expertise and research. FM Global helps its clients, which include a third of Fortune 1000 companies, better understand the nature of their risks and develop sound property loss prevention solutions that can effectively improve their risk profile. FM Global delivers its products in more than 100 countries and is rated A+ (Superior) by A.M. Best and AA- (Very Strong) by Fitch.  FM Global was named European Business Insurer of the Year in both 2004 and 2005 and received a prestigious award in the UK known as the Queen’s Award for Enterprise in 2004. With its Asia headquarters in Singapore and other offices in China, Hong Kong, Japan and Malaysia, FM Global has had a presence in Asia for over 20 years. 
