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CHAPTER 1

INTRODUCTION

INTRODUCTION

The recognition of a more risky business operating environment has led several
organisations to address, control and manage the risks. Risks and uncertainties
usually occur in various forms such as financial risk, strategic risk, hazard risk or
operational risk.
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RATIONALE OF THE STUDY

In the past, many organisations had focused mainly on financial risks which they
have ignored the impacts of the operational risks which are caused by the failure to
meet specific objects of the strategic plan. Nowadays these organisations realised
the severity and impacts of operational risks which it could be regarded as cause-
and-effect between operations and profitability. Moreover the listed companies in the
stock exchange, namely the Public Company, are required by the corporate
governance to manage their enterprise risks in every perspective. So the enterprise
risk management system has been developed to cope with both financial and
operational risks in each industry.

The scope of risk covers all ris é‘rl nd external, that may prevent an

organisation to meet its o h% isk Management is a structure and

disciplined approach tha&n_ y&sses, people, technology and

knowledge with the purpy - d.m

organisation faces as sates  va the goal of enterprise risk
nat could either negatively or

management initiative
positively influence achig tive (Barton et al., 2002).

Table 1.1: View of Ent

From

Separated types of ris
Multiple mitigation progra
Compliance
Staff driver
Audit

Source: Unocal Corﬁration B

Risks can be divided: into two main o
Internal risks, namely Operational Risk t nceFf inties within the company’s
operations, this kind of risks could be controlled by the risk management system.
External rtsks&i the uficértainties that béyénd the company’s influence which they

are very diffi Mnﬂ ’3 ‘ﬂ E(Jn%ﬁ WEJ ’qﬂ %nsed by the economic

and political fa

il 1) i\ RenamAmAAN

management priorities, constraints and pressure. Hence, enterprise risk
management in engineering industry is concerned with mechanisms of recognising
and facing threats to a technology-based organisation before they have a chance to
inflict expensive and possibly irreparable damage. These threats may have a
technical origin, but normally the prime cause is poor management of engineering
processes and facilities.
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STATEMENT OF PROBLEMS

In the highly competitive aviation market, airlines face continuous pressure to
ensure customer satisfaction, and to increase profitability and growth. The industry is
characterised by razor-thin margins, so the best path to an improved bottom line is
through tightened financial controls and reduced costs. In an environment where
many uncertainties are beyond the company's influence, such as fuel costs that
fluctuate with the market, and labour costs that are set by union guidelines and
labour contracts, maintenance is one area in which an airline does have the ability to
exert some risks controls. As a result, airlines are being challenged to increase their
overall maintenance efficiency.
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internal risks in e department, Whlﬁh are usually found in the followmg operations:
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a. Aircraft Line Maintenance

b. Aircraft Heavy Maintenance

c. Aircraft Engine Overhauls

d. Aircraft Components Overhauls
2. Organisation and Management

As there is time limitation, the study cannot include the system implementation and
ongoing monitoring.
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EXPECTED OUTCOMES

There are two major outcomes from the study, they are.

1. Risk mitigation plan which contains action plans to mitigate the potential risks;

2. Risk early warning system which comprises of key performance indicators. It will
assist the performance measurement system to monitor the unexpected risks.

EXPECTED BENEFITS

Benefits to the researcher are the lessons learnt about:
1. organisational behaviour regarding group decision making process.

3. how to link risk managem ‘_ it : ‘ ion’s strategic plan.
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Phase 4: Conclusion
Summarise the research.
Suggest further research.
Write up the fist draft.

Step 5: Thesis Write Up
Correct the mistakes and present in the standard format.



The work plan is shown in table 1.2.
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2. Participatory management encourages involvement of stakeholders at all levels in
analysis of problems, development of strategies and implementation.
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