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Abstract. This research aims to identifying, measuring and establishing risk in food and 
beverage industry.  The risk management is implemented by referring to Australia/New Zealand 
4360 Standard which has four phases such as problem formulation, risk analysis, risk 
characterization, and risk management. The implementation of risk management is done by case 
study at Back Alley Café. Based on the risk identification result, there are 59 risks were found 
in Back Alley Café. The risk identification is conducted based on observation and interview with 
the café manager who understand the condition of Back Alley Café properly. Based on the 
assessment of impact and probability, the risk mapping produced four risks at extreme level, 16 
risks at high level, 24 risks at medium level, and 18 risks at low level. The strategy was designed 
as the risk mitigation after the risk mapping for the extreme and high level. The strategy which 
is given as the prevention or treatment of risk in Back Alley Café is divided into three. There are 
reducing the risk, sharing the risk and accepting the risk. The strategy is then implemented for 
each relevant activities.  
Keywords: Risk Management, Australia/New Zealand 4360 Standard. 

1.  Introduction 
According to [2] risk management is defined as a process related to identification, analysis, response to 
uncertainty including maximizing the outcome of positive events and minimizing the impact of reverse 
events. The coordinated effort to direct and control the company against the risks in conducting business 
activities, is expected to reduce the potential loss as low as possible or if possible utilize the risk into 
opportunities that can increase corporate profits. In the absence of risk management, the risks that may 
occur will have an impact on the company itself. Risk management is a process of identifying, measuring 
risks, and forming strategies for managing them through available resources. The existence of risk 
management will assist the company in making decisions of any existing risks, so that the impact that 
will adversely affect the company can be minimized or even eliminated. This research discusses the 
understanding of the risks gained to make decisions about the next steps to be taken, where the decisions 
include risks that requiring risk management, which risk management activities should be undertaken, 
and which risks need to be prioritized in risk management. 
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2.  Literature Review 

2.1.  Risks Management 
According to [2] risk management is defined as a process related to identification, analysis, response to 
uncertainty including maximizing the outcome of positive events and minimizing the impact of reverse 
events. The risks involved in identifying and evaluating project risks, consider what to do with the 
impacts, the possibility of transferring risk to others, or how to mitigate risks. Risk management has the 
ultimate goal of limiting the likelihood of risk occurrence and the impact of negative project activities. 

2.2.  The Benefit of Risks Management 
According to [2] the benefits of risk management given to the company can be divided into five main 
categories: 

• Risk management may prevent the company from failure. 
• Risk management directly supports the increase in profit. 
• Risk management can deliver earnings indirectly. 
• The peace of mind for managers caused by protection against pure risk, is a non-material 

treasure for the company. 
• Risk management protects firms from pure risk, and since customer and supplier creditors prefer 

a protected company it indirectly helps improve the public image. 

2.3.  The Process of Risks Management 
According to [1] the main procedures for risk management are four, among others: 

2.3.1.  Problem Formulation. The process of evaluating the suspicion of why an effect on a project that 
has already occurred, or that can occur from human activities. This stage is the initial stage of the overall 
project risk assessment. Some of the main things in the formulation of the problem include: 

• Identify and describe the problem 
• Collect and integrate available information 
• Develop a conceptual model of problems 
• Develop a risk analysis plan 

2.3.2.  Risk Analysis. [1] describes that risk is a possibility of an undesirable event that will affect an 
activity or object. The risk is measured in consequences (impact) and likelihood (possibly). Likelihood 
is a possibility within a period of time that a risk will arise. Consequence is an event of a consequence 
such as a loss (impact caused). Risk calculation can be formulated as multiplication of Likelihood with 
Consequence as in the following formula: 

Risk = Likelihood X Consequences        (1) 

As in table 1, the assessment of likelihood is divided into 5, ie, almost certain, likely, moderate, 
unlikely, and rare. As for the assessment of consequences, as shown in table 2, the assessment is divided 
into 5, ie, insignificant, minor, medium, major, and catastrophic. From these five risk analyzes, there are 
four levels of risk: Extreme, High, Medium, and Low, which will be described in table 3. 
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Table 1. The Assessment of Likelihood. 

Level Descriptor Description 

A Almost Certain The possibilities happen very often 

B Likely Often occur 

C Moderate Happened several times 

D Unlikely Happens sometimes 

E Rare Possibilities rarely occur 

Table 2. The Assessment of Consequences. 

Level Descriptor Description 

1 Insignificant Causes death, inflicts serious harm, and enormous financial losses 

2 Minor Needs first aid, medium financial loss. 

3 Medium Requires medical treatment, high financial loss. 

4 Major Caused widespread losses, serious injuries, and huge financial losses. 

5 Catastrophic Causes death, inflicts serious harm, and enormous financial losses. 

Table 3. Risk Metrics. 

Likelihood 
Consequences 

(1) 
Insignificant 

(2) 
Minor 

(3) 
Medium 

(4) 
Major 

(5) 
Catastrophic 

(A) Almost Certain H H Ea E E 

(B) Likely M H Hb E E 

(C) Moderate L M H E E 

(D) Unlikely L Ld Mc H E 

(E) Rare L L M H H 
a This risk cannot be tolerated need immediate treatment 
b This risk is undesirable and is only acceptable when risk reduction is unenforceable, special attention 
needs from the management. 
c This risk is accepted with consent and requires clear responsibility from management. 
d This risk is accepted with the consent of the management and can be addressed by routine 
procedures. 

2.3.3.  Risk Characterization. Risk characterization is the last step of a risk assessment, ie to determine 
the level of risk of an event. This level of risk can be determined by grouping or classifying likelihood 
and consequences values into a risk metrics. Having known the value of existing consequences and 
likelihood, can be plotted on Risk Metrics to find out how high the risk will be generated. 

2.3.4.  Risk Management. [1] "Risk Management" explains that the implementation of risk management 
is conducted to understand the risks obtained in the risk analysis phase to make decisions on the next 
steps to be taken, where the decisions include risks that requiring risk management, which risk 
management activities should undertaken, and which risks need to be prioritized in risk management. 
According to [1] "Risk Management" there are several types of ways to manage risk: 
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• Risk avoidance is to decide not to engage in risky activities at all. The decision-making process 
is conducted by considering the potential benefits and potential losses generated by an activity. 

• Risk reduction is also called risk mitigation is a method to reduce the possibility of a risk or 
reduce the impact of damage generated by a risk. 

• Risk transfer is to transfer the risk to other parties, generally through a contract (insurance). 
• Risk deferral is the impact of a risk is not always constant. Risk deferral involves delaying the 

aspect of a project to the point where the probability of occurrence of the risk is small. 
• Risk acceptance, although certain risks can be eliminated by reducing or transferring them, but 

some risks must remain accepted as an important part of the activity. 

3.  Methods 

3.1.  Research Method 
This study will be carried out through some stage to analyse the risks as described above, such as 
identifying activities, identifying risks, setting the scale and risk criteria, assessing the impact and the 
probability of risk, risk evaluation and final step is to determine the acknowledgment of each risk. 

3.2.  Data Collection 
The required data were collected through interview and questionnare. Interviews are conducted on the 
parties directly related to the project for validation. Questionnaires were made to obtain primary data 
based on existing parameters, so that the data obtained is relevant to the purpose of the study.On the 
determination of the evaluator will be set manager and some owner of Café Back Alley. The evaluator 
will be the source of the interview to obtain the company's data related to the research, the risk 
identification process, and to be the respondent in assessing the risks identified. The determination of 
this evaluator is done with the assumption that the selected evaluator knows in detail the condition of 
Café Back Alley. 

4.  Result and Analysis 

4.1.  Risk Identification 
Risk identification is done by analyzing the business activity of each business process. From each 
activity there is a deeper understanding to identify the risks that exist in each activity. These identified 
risks were the result of interviews with evaluators at Café Back Alley and amounted to 59 risks. The 59 
risk shown in Appendix 1. Here are examples of existing risks based on business activity: 

Table 4. Risk Identification. 

Business Activity Possible Risks 
No 

Risk 

Conducting production 
process (cooking) 

Not available or lack of raw materials used in the 
production process 

R.01 

The equipment used in the production is damaged thus 
disrupting the production process R.02 

Work accident in kitchen area or bar R.03 

4.2.  Determination of Criteria for Impact and Probability 
The determination of the criteria in the risk assessment to be performed refers to [1] made relevant to 
the condition of the company. The determination of this criterion is performed in conjunction with the 
manager of Café Back Alley who is assumed to know correctly the condition of Café. The scale used in 
risk assessment is one to five, which can present an identified risk. Risk assessment criteria are divided 
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into four criteria, namely, financial, reputation, customer satisfaction, and production processes. The 
criteria of risk impact assessment can be seen in table 5. Table 5 shows the risk probability criteria with 
qualitative and quantitative description of criteria. 

4.3.  Risk Evaluation 
After assessing each of these risks, a risk evaluation is conducted by mapping risk into the metrics 
according to its impact and probability values. For this mapping do the rounded up. Metrics creation 
aims to determine the level of each identified risk. Determining the level of risk will be useful to 
determine the treatment of risk. The level of risk in the risk matrix consists of low, medium, high, and 
extreme. Then the risks that fall into the high and extreme levels will be given risk treatment or 
mitigation. Overall, risk mapping can be seen in table 7. 

Table 5. Risk Assessment Criteria. 

Risk 
Impact 

Impact Scale 

1 2 3 4 5 

Insignificant Minor Medium Major Catastrophic 

Financial 

Suffered a loss of 
<5% of start-up 

capital 

Suffered a loss of 
5% - 15% of start-

up capital 

Suffered a 
loss of 16% - 
40% of start-

up capital 

Suffered a 
loss of 41% - 
75% of start-

up capital 

Suffered a loss 
of >75% of 

start-up capital 

Costs exceed <5% 
of the budget 

Costs exceed 5% -
20% of budget 

Costs exceed 
21% -40% of 

budget 

Costs exceed 
41% -60% of 

budget 

Cost exceeds> 
60% of budget 

Revenue below 
<10% of target 

 

Revenue is below 
10% -20% of 

target 

Revenue 
below 21% -
30% of target 

Revenue 
below 31% -
50% of target 

Revenue 
below> 51% 

of target 

Reputation 
There was a bad 

publication within 
the company 

There is bad 
publicity within 
the company and 

local people 

Bad 
publications 

occur in fixed 
subscribers 

and suppliers 

There are bad 
publications in 

market and 
stakeholder 

prey 

There was a 
bad 

publication 
published in 
the media 

Customer 
Satisfaction 

 
Customers are 

disappointed with 
the service and 
product quality 

Customers were 
disappointed with 

the service and 
product quality 

and showed such 
disappointment at 

the time 

Customers are 
disappointed 

with the 
service and 
quality of 

products and 
do not want to 
go back to the 

café 

Customers are 
disappointed 

with the 
service and 
quality of 

products and 
encourage 

others not to 
come to the 

cafe 

Customers are 
disappointed 

with the 
service and 

product quality 
and write on 
social media 

Production 
Process 

Unavailability of 
materials / 

equipment / 
employees can 
still be replaced 

with existing 
inventory 

Unavailability of 
materials / 

equipment / 
employees can 
still be replaced 
with materials / 

equipment / other 
employees 

There was a 
delay in the 
production 

process 
<30min 

There was a 
delay in the 
production 
process> 
30min 

The 
production 

process cannot 
be done 

Table 6. Risk Probability Assessment Criteria. 
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Table 7. Risk Metrics. 

Likelihood 
Consequences 

(1) 
Insignificant 

(2) 
Minor 

(3) 
Medium 

(4) 
Major 

(5) 
Catastrophic 

(5) Almost Certain      

(4) Likely   R.59 R.35, R.42, 
R.46, R.57 

R.47, 
R.48 

  

(3) Moderate 

  
R.50, 
R.51, 
R.58 

R.12, R.32, 
R.36, R.39, 
R.40, R.41, 
R.43, R.49 

R.01, 
R.34   

(2) Unlikely 

R.03, R.08, 
R.21, R.26, 

R.56 

R.02, 
R.06, 
R.07, 
R.16, 
R.17, 
R.27, 
R.28, 
R.33, 
R.52, 
R.55, 
R.58 

R.04, R.05, 
R.08, R.09 
R.10, R.11, 
R.13, R.18, 
R.19, R.24, 
R.37, R.38, 
R.44, R.45, 
R.51, R.52 

R.14, 
R.29   

(1) Rare 
R.25, R.54  

R.15, R.20, 
R.22, R.23, 

R.31 
 R.30 

4.3.1.  Risks with Low Risk Level. Small risk that easily controlled by the company, because of the 
impact and probability of a relatively small risk. This risk can be ignored by the company as it is deemed 
to be handled without an analysis of such risks. Based on the results of risk assessment, there are eighteen 
risks that fall into low risk. 

4.3.2.  Risk with Medium Risk Level. Risks that require considerable attention by the company. This risk 
can be accepted by the company or given an action if the company has enough data sources. Risks at 
this level can potentially lead to some disruption to corporate activity, although not significant enough. 
Based on the results of risk assessment, there are 24 risks that fall into the medium risk. 

4.3.3.  Risk with High Risk Level. Risks that require serious attention for the company. This risk has a 
significant impact on corporate activity and high probability. Under these conditions, the company needs 
to take measures of treatment or mitigation against risks at high levels. Based on the results of risk 
assessment, there are sixteen risks that fall into the high risk. 

Rating Kriteria 

Angka Deskripsi Kriteria Kualitatif Kriteria Kuantitatif 

1 Rare Possibilities rarely occur Possible 0-10% 

2 Unlikely Happens sometimes Possible 11-30% 

3 Moderate Happened several times Possible 31-60% 

4 Likely Often occur Possible 61-90% 

5 Almost Certain The possibilities happen very often Possible 91-100% 
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4.3.4.  Risk with Extreme Risk Level. Risks with extreme risk levels are risks that require very serious 
concern for the company. Just like the risks at the high level, these risks have a considerable impact on 
corporate activity and high probability. This risk becomes the company's top priority that should be 
treated as soon as possible. Based on the results of risk assessment, there are four risks that fall into the 
extreme risk. 

4.4.  Determination of Risk Treatment. 
After evaluating the risks and getting risks falling into the high and extreme levels, further analysis of 
the treatment strategy will be performed in accordance with each of these risks. Some examples of risk 
treatment can be seen in Table 8. 

Table 8. Risk Treatment Strategy. 

No 
Risk Risk Risk Level Treatment 

Strategies The Effort 

R.01 
Not available or lack of raw 
materials used in the 
production process 

Extreme 
Risk 

Reduction 

• Safety Stock 

• First in first out 
System 

R.47 
The existence of changes in 
customer trends affecting 
forecasting 

Extreme 
Risk 

Acceptance 

Improve forecasting by 
taking into account trend 

changes as quickly as 
possible 

R.12 Goods received from suppliers 
are not in good condition 

High 

Risk 
Reduction 

• Safety Stock 

• Divide reservations 
to multiple suppliers 

Risk 
Transfer 

Return thing 

R.46 Error in forecasting High 
Risk 

Acceptance 
Fixed forecasting as 

soon as possible 

5.  Conclusion 
In accordance with the purpose of research and the results of the analysis conducted, the following 
conclusions are obtained: 

• Based on the business activities in the café Back Alley has identified 59 risks overall. The risks 
are then mapped into the metrics according to the value of impact and its probability value. Risk 
mapping produces four risks at the extreme level, sixteen high risk risks, 24 medium-level risks, 
and eighteen risks at low levels. 

• The impacts resulting from the likelihood of risk are divided into four parts, namely, financial, 
reputation, customer satisfaction and production processes. The financial impact itself is divided 
into three parts that include losses from initial capital, expenses that exceed the budget, and 
revenue is below the target. For reputation impacts include bad publications from internal to 
external that will affect the company's image. The impact of customer satisfaction involves 
customer dissatisfaction with product and service quality. The impact of the production process 
involves the unavailability of goods causing delays to the production process. 

• Strategies that can be provided as a form of risk prevention or treatment at Café Back Alley are 
divided into three that is, reducing risks, sharing risks, and taking risks. The choice of strategy 
is tailored to the associated risks applied with the relevant form of effort. 
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6.  Suggestion 
In this research, risk identification is done without taking into account the level of employees. 
Meanwhile, in reality in the café business, there are some employees who play an important role to 
influence the operational risks café. So in the next research can be done research by taking into account 
the level of employees in risk identification. Subsequent research can also be continued and 
complemented by measuring the success rate of risk management at Café Back Alley and making 
proposals of monitoring and controlling design to improve the effectiveness of risk management 
implementation at Café Back Alley. 

Appendix A. Risk Identification. 

Business Activity Possible Risks 
No. 
Risk 

Conducting production 
process (cooking) 

Not available or lack of raw materials used in the 
production process 

R.01 

The equipment used in the production is damaged thus 
disrupting the production process 

R.02 

Work accident in kitchen area or bar R.03 

Setting up and controlling 
product quality 

The quality of the product provided does not match the 
customer's expectation 

R.04 

There are some things that are missing in the control of 
product quality 

R.05 

Maintain personal hygiene and 
tidiness in production 

Employees ignore personal hygiene and tidiness in 
production 

R.06 

Cleaning the cooking area 
(kitchen / bar) 

Ignoring the cleanliness of the cooking area due to 
heavy production 

R.07 

Order raw materials to the 
purchasing division as 
inventory 

Order quantity or type of goods ordered wrong (too 
many or few) 

R.08 

Ensure availability of raw 
materials to be purchased for 
production purposes 

Error forecasting amount of raw material to be ordered R.09 

Error calculating the amount of raw materials available R.10 

Controlling in and out of raw 
materials 

Goods received from suppliers do not meet the 
specifications requested 

R.11 

Goods received from suppliers are not in good condition R.12 

Dishonesty of employees responsible for controlling 
raw materials R.13 

Serve and greet customers 
well 

Employees make mistakes while serving and greeting 
customers 

R.14 

Recording customer orders Error in customer order recording 
R.15 

 

Preparing cutlery and utensils 
Lack of amount of cutlery and utensils R.16 

Damage to cutlery and utensils R.17 

Lifting cutlery and utensils, 
and cleaning the table 

The carelessness of employees when lifting cutlery and 
cleaning the table 

R.18 
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Business Activity Possible Risks No. 
Risk 

Take and present orders to 
customers 

Servers misrepresentation error R.19 

Responsible for cleanliness 
and neatness of work area and 
outlet 

Delay to clean and tidy outlet area R.20 

Responsible for inventory of 
equipment and service 
equipment 

There is equipment and service equipment broken R.21 

An unsuitable amount between recording and 
equipment quantity and service equipment 

R.22 

Create a daily turnover report Error recording transactions so as to affect the report R.23 

Supervise and work on the 
daily cash cashier Calculation error in doing daily cash cashier R.24 

Making financial reporting Error calculation that impact the financial statements R.25 

Conduct a thorough analysis 
and create weekly report and 
general report 

Error weekly report and general report analysis R.26 

Maintain all assets of the 
company through monthly 
stock opname 

There is often a difference between recording and the 
number of stock of the hospital 

R.27 

Error in calculation in stock opname R.28 

Pay taxes 
Taxpayer calculation error R.29 

Delay in paying taxes R.30 

Create a report on purchasing 
and disbursement of goods 

There are unrecorded purchases or expenses that affect 
the report 

R.31 

Ensure the availability of 
goods / materials through audit 
mechanism or control stock 

The ignorance of communication with the production 
section (kitchen and bar) about the needs of raw 
materials 

R.32 

Error communicating with suppliers regarding ordered 
quantity or delivery time 

R.33 

Ensuring the procurement of 
goods operational and non-
operational according to the 
budget, according to the time 
required, according to 
specifications and according to 
the desired quality 

The price offered by the supplier is too high R.34 

Fluctuations in raw material prices R.35 

The raw material specifications do not match the 
original agreement 

R.36 

Maintaining good 
relationships with suppliers 
and stakeholders (related 
parties) 

Communication error between supplier side with café 
party or stakeholder with cafe party 

R.37 

Trying to get the best deals 
from some of the proposed 
alternatives 

Dependency occurs only on 1 supplier (Supplier 
monopolizes the market) 

R.38 

Scarcity of raw materials R.39 
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Business Activity Possible Risks No. 
Risk 

Create a report on the use of 
goods 

There is an unrecorded use of the goods that affect the 
report 

R.40 

Ensuring goods received from 
suppliers in good condition 
and ready supply 

There is an in-flight delivery by the supplier R.41 

Inaccuracy in the inspection of goods, so that goods 
should be returned, received and entered in the café R.42 

Determine the selling price of 
the product to be launched 

The pricing done does not match the target market 
capability R.43 

Evaluate customer satisfaction 
from the survey results of all 
sales teams to ensure the 
achievement of target 
customer satisfaction is 
determined 

Error determining criteria determination R.44 

There are customer characteristics that are not taken 
into account in customer satisfaction assessments R.45 

Monitor order acquisition and 
summarize forecasts to ensure 
production capacity is 
optimally filled 

Error in forecasting R.46 

The existence of changes in customer trends affecting 
forecasting 

R.47 

Analyze and develop 
marketing strategies to 
increase the number of 
customers and areas in 
accordance with the specified 
target 

The strategy is less successful in attracting the target 
market 

R.48 

Planning the utilization of 
existing human resources to be 
effective and efficient 

Inefficient labour force (too many or few) R.49 

Planning is not in accordance with the practice in the 
field 

R.50 

Ensure that all activities in all 
areas work well 

The occurrence of things beyond the sudden planning 
and effect on service 

R.51 

Monitor any incidents that 
occur inside or outside of 
outlet-related outlets 

Work accident inside the outlet R.52 

Illegal charges made by irresponsible people R.53 

Controlling employee 
absenteeism 

Employees quit working unexpectedly without any clear 
news 

R.54 

Employees do not working suddenly without clear news R.55 

Payroll employees The delay in paying employees R.56 

Conduct recruitment, 
selection, placement, and new 
employee orientation 

High turn over R.57 

Placement of employees who are not in accordance with 
ability 

R.58 

Controlling employee 
discipline 

Employees violate the agreed rules R.59 
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