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Changing risk context for organisations 
 
The World Economic Forum (WEF) has commented on the increasing volatility, 
uncertainty, complexity and ambiguity of the world. WEF states that the current 
competitive landscape can be defined by one word: ‘disruption’. WEF states that the 
ideas of incremental progress, continuous improvement, and process optimizations do 
not work anymore. WEF acknowledges that these practices are necessary, but are 
insufficient.  
 
WEF supports the analysis that stakeholders are more engaged today, seeking greater 
transparency and accountability for managing the impact of risk, while also critically 
evaluating leadership ability to embrace opportunities. Even success can bring with it 
additional downside risk, such as the risk of not being able to fulfill unexpectedly high 
demand or maintain expected business momentum. Organisations and board members 
need to be more adaptive to change. They need to think strategically about how to 
manage the increasing volatility, uncertainty, complexity and ambiguity of the world.  
 
Following the global financial crisis in 2008, all organisations are taking a greater 
interest in risk and risk management. It is increasingly understood that the explicit and 
structured management of risk brings benefits. By taking a proactive approach to risk 
and risk management, organisations will be able to achieve the following four areas of 
improvement:  
 

 Strategy, because the risks associated with different strategic options will be fully 
analysed and better strategic decisions will be reached.  

 Tactics, because consideration will have been given to selection of the tactics and 
the risks involved in the alternatives that are available.  

 Operations, because events that can cause disruption will be identified and actions 
taken to reduce the likelihood of these events, limit the damage and contain the cost.  

 Compliance will be enhanced because the risks associated with failure to achieve 
compliance with statutory and customer obligations will be recognized 

Indeed, it is no longer acceptable for organisations to find themselves in a position 
whereby unexpected events cause financial loss, disruption to normal operations, 
damage to reputation and loss of market presence. Stakeholders now expect that 
organisations will take full account of the risks that may cause non-compliance with 
statutory obligations; disruption and inefficiency within operations; late delivery of 
projects; or failure to deliver promised strategy.  
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There are an increasing number of risks faced by organisations. Some of these risks 
relate to managing the organisation and others relate to rapid and/or unexpected 
changes in the marketplace. Most organisations need to manage risks associated with:  
 
• Variable cost or availability of raw materials.  
• Cost of retirement/pension/social benefits.  
• Increasing importance of intellectual property (IP).  
• Greater supply chain and joint venture dependency and complexity.  
• Reputation becoming more important and more vulnerable.  
• Regulatory pressures and legislative requirements increasing.  
 
The changes in the marketplace can be even more dramatic and include:  
 
• Volatile markets and globalization of customers, suppliers and products.  
• Increased competition in the marketplace and greater customer expectations.  
• Product innovation and rapid changes in product technology.  
• Threats to national economies and restricted freedom of world trade.  
• Potential for international organised crime and increased political risks.  
• Extreme weather events resulting in destruction and/or population shift. 

Management holds overall responsibility for managing risks to the organisation, but it is 
important for senior management to go further and enhance the conversation with the 
board and stakeholders. Risk management needs to be used to gain a competitive 
advantage. Through enhanced risk management, senior management and the board 
will gain a better understanding of how the explicit consideration of risk may beneficially 
impact the choice of strategy.  

Traditionally, risk management has played a strong supporting role at board level. Now, 
boards are increasingly expected to provide robust oversight of risk management. ISO 
31000 provides important information for boards, so that they can define and fulfill their 
risk oversight responsibilities. These considerations include governance and culture; 
strategy and objective-setting; performance; information, communications and reporting; 
and the review and revision of practices to enhance the performance of the 
organisation.  

However, there is a danger when implementing ISO 31000 that the output from the risk 
management process forms a stream of management information that is separate from 
the other information required to successfully manage the organisation. It is important 
that risk managers undertake their activities in a way that aligns with the current 
business model and the strategy for the future.  

Integrating consideration of risk into existing management activities will ensure that risk 
information is part of the management information used by executives and board 
members. This will help overcome the perception that risk management is only 
concerned with compiling and managing a list of risks and this can be undertaken 
separately from the day-to-day management of the organisation and the development of 
strategy for the future. 
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Readers may please note that D. L. Shah Trust brings out two e-journals on a 
fortnightly basis. These are mailed to those persons or institutions who are 
desirous of receiving them: 
 
These two e-journals are: 
1. Safety Info                  
2. Quality Info 
 
If you or your friends or colleagues wish to receive these journals, you may send 
us an email requesting for the same. There is no charge for these journals. Our e-
mail address is: 
 
dlshahtrust@yahoo.co.in  or haritaneja@hotmail.com or dlshahtrust@gmail.com 
 
You can also access these journals on our website: www.dlshahtrust.org  
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