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Risk Management in Action

Wednesday 26 November 2008, Highways Agency, Manchester
Once again we had a number of speakers addressing specific aspects of risk management in action.  We were delighted to welcome a packed audience at the limit of what we could accommodate, so it seems this type of meeting is very attractive.

And once again, the day was generously hosted by the Highways Agency who provided the venue and refreshments.  We are very grateful for their hospitality.  The lunch will be paid for by revenues we shall have to raise from future meetings.   We are relishing the challenge and look forward to our members' support!  The presentation slides are on the website alongside this note which provides a brief summary (with the responsibility for any errors or misinterpretations being mine alone!).

First up was Shaun Delaney of Royal Mail who described the experience of Royal Mail in reinvigorating its risk management approach; this represented a move from 'risks managed' to 'risks exploited'.  As ever, a key challenge was getting senior buy-in, and in the case of Royal Mail the catalyst was a new FD, very committed to risk management.  Risk workshops had become much more appreciated as a way of sharing perspectives.  Shaun was able to provide tips on other tools and techniques such as a formalised way of articulating risks on the risk registers, one page risk reporting, and an emergent risk radar.  Most recently Royal Mail had used an EFQM scoring scheme.  This had shown they had come far; and had far to go!  The key benefits so far were: a strategic focus, executive engagement, enhanced self assessment and quality and standards.  The challenges for the future are software, communication, the risk appetite, emergent risk, risk indicators, opportunities and training.

Next on was Tim Chronnell from the Department of Work and Pensions who provided a similar overview of risk management in his organisation.  This had also resulted from a shake-up following a new appointment.  Interestingly too, the DWP had pioneered a EFQM approach some year's previously and was now moving to relying on internal audit opinion.  The department had recently commissioned a review of risk management by Deloittes.  Some of the findings included an overly bureaucratic approach, a reluctance to record anything controversial or political, and issues with reputational risk.  Deloittes had reported in April and an action plan had been put in place to implement the recommendations.  The key elements of this were: sharpening accountabilities, strengthening governance, increasing executive oversight, improving risk assessment and simplifying reporting.  This last was also focussed on one sheet of A4: there's no point producing stuff that is not read.

First after lunch was our most novel attraction, Paul Moxey from ACCA Global who discussed corporate governance and the credit crunch.  His starting point was that all the work that had been done on corporate governance over the past fifteen years had not prevented more recent corporate collapses, especially in banking (he thought nonetheless that the banking sector remained a good prospect).  ACCA had published two reports on these matters, available at www.accaglobal.com/governance.  The root causes had included remuneration schemes which encouraged short-termism, risk management lacking influence and power, lack of accountability and information asymmetry.  ACCA's 10 principles for good corporate governance included a shared common understanding of its purpose, leadership by example, 'boards account to shareholders; shareholders hold Boards to account', and alignment of executive remuneration.  He thought the elephant on the Board was the risk appetite: Boards need to discuss risk.  In reply to a question he felt the ACCA approach differed from Turnbull by being more strategic: no-one really knows how to assess the effectiveness of internal control; it's culture that determines what happens.

Following this Anne MacInnes of ESR Technology described aviation risk, in particular the risk of aircraft not following their required paths and potentially crashing.  Broadly speaking the challenges the ESR Technology teams are asked to resolve relate to where it is not possible to apply the normal operational safety design.  Do you change the engineering or change the procedures?  The analysis is carried out using seven standard hazard scenarios and different risk modelling approaches are available.  Empirical data is used to quantify the risk models where possible.  Interestingly, for example, larger planes land more accurately on the runway centre line than smaller ones.  These techniques have enabled aviation safety to be improved in many locations around the world.  Typical conclusions include firstly identifying the main source of risk, and then proposing solutions such as revised ground movement practices, extending the runway or relocation of hold points to improve the chance of successful ATC intervention.

Finally Matthew Praunaskas from DNV described how quality assurance had operated to reduce risk and improve performance in the NHS.  The issues relate to the multi-tier supply chain.  At the top is the Primary Care Trust which commissions services from hospitals, its own provider arm and community services.  These in turn rely on GPs, pharmacies, dentists, opticians and so on.  Many of these organisations are not set up for rigorous ISO9000-type QA.  Instead the main gaps are fixed and organisational maturity assessments are carried out.  Questions focussed on the challenges of restructuring.  Matthew noted that these are often flagged a year or two in advance and during this period performance can drop.
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