Strategic and Business Risk



Introduction
The Senior executive establishes the organisational Vision, Mission and Values.  From these, strategic objectives are set and it is against these strategic objectives that measurable Key Performance Measures or Indicators are set.  

Risks, which can have a positive or negative impact on the achievement of the objectives, cascade down the organisation structure.  However, there is recognition that whilst the lower level objectives, must be aligned to the strategic objectives, they will most likely differ because they need to be adapted, according to operational requirements or local conditions. 

The introduction to ISO/CD 31000 states:

“Risk management can be applied across many areas, to specific functions and levels of an organization as well as to the entire organization”
The I.R.I.S Software flexibly applies risk to specific functions and levels of an organisation, as well as to the entire enterprise.  If asked to break down the functional risk categories then we would consider them to be: 
· Strategic (Board) – long term (e.g. 25 years) external focus

· Enterprise (Executive Management) - medium/long term (5 - 10 years), internal

· Operational (Management) - medium term, internal (3 – 5 years)
· Project Risk – medium to short term (length of Project)
Risk management applies equally across the risk categories and the I.R.I.S software supports this with a flexible, client centred approach.

This flexibility is required to address the:
· local conditions; 

· local controls; and, 
· local culture – defined as “the way we do things around here”.

Importantly, I.R.I.S supports the key organisational areas that feed into to the strategy and these include:

· HR

· Financial

· IT 

· Asset management

· EMS

When we encounter an organisation for the first time, it is a common experience to find these areas operating as silos, rather than as a coherent group focused on delivering the overall strategy.  Often it is not the areas themselves at fault. Instead it is usually a by-
product of local organisational culture that does not help them to communicate effectively.

Contributors to cultural silos include:

· Legislation

· Regulation

· Codes of Practice

· Internal reporting 

· The language (lingo) of the Discipline

The purpose then of the I.R.I.S Software is to allow areas to keep their operational independence while at the same time operating within the vision, mission, values and objectives framework of the broader organisation.  Risk Management is a significant aspect to the achievement of objectives.

The Risk Framework

The Introduction to the draft Risk Standard states:

Although the practice of risk management has developed over time and within diverse sectors to meet diverse needs, a generic approach consisting of a framework of essential elements can help to ensure that risk is managed effectively and coherently across an organization. The generic approach described in this International Standard provides guidelines on implementing these essential elements so as to manage risk within any scope and context with transparency and credibility.
Periscope’s I.R.I.S software provides a software tool with the essential elements needed to coherently manage Risk across an organisation.  I.R.I.S allows the different risk categories to be managed individually at the different organisational levels and areas yet it allows coherent risk management and reporting due to its capability to link records.
From a Risk management perspective, once the risk categories and issues have been identified and documented, the greatest challenge is to effectively implement and to report performance.  
Risk Controls

Risk controls (or Action Tasks), are the common denominator to an Integrated Risk Management system.  Unfortunately they are often overlooked because they do not work well in spreadsheets (nor in project management software for that matter). 
The impact of controls on the Risk vary relative to each other, common categories include:

· Critical – dramatically impacts

· Significant – substantial impact

· Important – recognised impact

· Routine – marginal impact

· Minor – kidding yourself

The significance of the impact of the control is based on confidence i.e. confidence that the overall internal control rating is effective, acceptable or inadequate.

Our contention then is that Risk controls need to be actively managed with clear Tasks.  Very simply, Tasks tell the user:

· What (The Task Description)

· Who (Task Owner)

· When (Due Date (s)

· Where (Site/Project Area, Discipline, Risk Category)

· Why (Links to relevant risks, documents and related material)

In organisations, it is often the case that Risk Controls are confusing to the user so that they are not sure what is to be done when and by whom.  Moreover, the user may be new to the system and not understand the context within which the work is to be done.  I.R.I.S software supports these processes with a clear workflow for the Task owner/user to follow that helps to ensure that the Task owner has the requisite knowledge, skills and experience to action the Task.

Common Software configurations required for reporting of Strategic Risk are provided in our demonstration database.  For more information, please find us in the Contact Us section of our website:

https://www.periscopeconsulting.com.au/contact.html
