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The key to successful risk management is to recognise where you are on the journey and to consider where you want to be, as you embrace the challenges and benefits of adopting sound risk management practices. 

An organisation at the end of the journey can confidently manage both the negative and positive consequences of risk. By taking a thorough and consistent organisation-wide approach to risk identification, analysis and evaluation and by adopting sound communication practices, an organisation can control the negative consequences of risk and exploit the opportunities for growth and wealth creation that risk presents.

Standards Australia have studied a number of leading Australian organisations and analysed their position on the risk management journey. The result has been the publication HB250:2000 Organisational Experiences in Implementing Risk Management Practices, a case study handbook developed in cooperation with Arthur Andersen. 

This handbook draws on the underlying principles in the Australian standard for risk management AS/NZS 4360:1999, the risk management expertise of Arthur Andersen, and the experiences of several participant organisations:

· AMP Ltd 

· Ansett Australia 

· BHP 

· Pioneer International Ltd 

· Qantas Airways Ltd 

· Sydney Ports 

· Telstra 

This short extract from the case studies reveals the risks of highest importance and difficulty in today's environment as identified by the participant group.


Identifying today's environment – an overview of key challenges 

The participant organisations in the Standards Australia case studies identified and defined the key challenges to implementation of an organisational risk management approach. 

Key challenge
Definition
Common risk language

The need for consistent points of reference for communication and reporting, and for the application of risk management methods.

Link to corporate strategy

The need for tailored integration with business strategy.

Board/chief executive officer support

The need to demonstrate the tangible benefits of risk management and to receive key stakeholder support for this area of management practice. (The board must see risk management as a cost 'reducer' or 'avoider' rather than a cost addition.)

Management buy-in

Reducing resistance to change; buy-in from operations will facilitate acceptance of responsibilities and proactive participation.

Risk measurement

The need for organisation-specific scales to estimate how often specified events may occur and the magnitude of their consequences; the transition of measurement from qualitative perspectives to quantitative approximations.

Link to control self assessment

The need to integrate and compare top-down strategic risk management processes to bottom-up control/risk self-assessments.

Adding value

The need to establish processes to link strategic risk management with value creation/competitive advantage.

Risk reporting

The need to design appropriate reports to assist and facilitate management and to make decisions with due regard for risk management principles.

Technology

The need for consistent methods for warehousing and reporting risk management data captured; methods might have had a design/develop or purchase, or a paper or system-based decision process embedded as part of their implementation.

Responsibility/ accountability 

The need to integrate assurance activities with risk management and compliance (eg. Where does risk management fit within an organisation?) and the involvement of other functional skills in the process.

Link and impact of changes to good corporate governance

The ability of the standards to be proactive in enabling the directors to meet their corporate governance responsibilities.

Each of the challenges were prioritised in a facilitated session and were based on the following criteria:

Criteria and scale used 
Definition *
Importance-High, Medium, Low

The relative importance of the challenge to the successful implementation of an effective risk management process at your organisation.

Difficulty-High, Medium, Low

The degree of difficulty in overcoming the challenge at your organisation.

* based on the premise that each participating organisation has already spent upwards of two to three years in implementation of risk management practices in their respective organisations (at the time of publishing this report).

The above challenges and the criteria for prioritisation were applied to the outcomes of the session. These outcomes are illustrated. Note that these outcomes are relative and are based on the cumulative results of the participating organisations present. However, a high level of consensus was achieved by the group.

These outcomes highlight the challenges faced by some of Australia's leading organisations as they implemented their organisational risk management programs. HB250:2000 Organisational Experiences in Implementing Risk Management Practices examines and compares the experiences of the participant organisations in managing these challenges and implementing risk management practices.
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