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Budget 2010...

Responding to Strategic Review with Risk-Informed
Priority Setting and Resource Allocation

A core expectation for risk management (RM) is its integration with prior-
ity setting and resource allocation. In times when resources are stable or
growing, these choices are complex, but less risk-loaded. In recent
years, departments have been integrating Corporate Risk Profiles
(CRPs) into their annual planning cycles.

In times like these, on the other hand, when resources are heavily con-
strained or declining, the importance of risk-informed decision-making
grows exponentially. Departments and agencies are being asked to in-
crease efficiency and reduce expenditures, and the risk focus is shifting
toward how things are done and what will be done (or not done) with
available resources. Managers are looking at their business lines from
the perspective of risks to Canadians and to themselves as programs
are reduced or eliminated and internal processes are streamlined.

The Centre for Public Management (CPM) has dewveloped a series of
quick and effective diagnostic tools based on risk-informed methodolo-
gies that can very quickly help you make difficult resource allocation and
reallocation decisions. These include:

e Assessing the extent to which your current business priorities are
risk informed;

e Risk assessing your clients, stakeholders, business lines, and busi-
ness processes; and

e Devweloping and applying an understanding of your organization’s
risk appetite and risk tolerance to inform decision-making.

Risk concepts should underpin resourcing choices and, due to the his-
tory, complexity, and uniqueness of organizations, won't be done the
same way everywhere. CPM risk management consultants understand
how government works, and have applied these same risk-based ap-
proaches in previous periods of restraint.
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What’s New in Risk Management?

It's becoming more and more evident that risk management
is here to stay! Ten years ago, skeptics described it as just
another layer added to an already overweightmanagement
regime. Now, it's a key part of the agenda to untangle the
“Web of Rules.” As organizations mature in their risk man-
agement thinking, they are making risk a central compo-
nent of decision making.

Important recent developments include:

eThe International Standards Organization (ISO) standard
on risk management (31000), that sets out principles and
a generic framework for managing risk;

e|nformation Systems Audit and Control Association
(ISACA) has introduced its Risk IT Framework;

eRM concepts have underpinned most recent legislative
and policy initiatives; and

eThe Treasury Board Secretariat (TBS) Management Ac-
countability Framework (MAF) is progressively raising the
bar for departments’ RM practices.

CPMis an active participant in this movement.

For example:

eCPMis participating in the Canadian Standards Associa-
tion (CSA) Working Group to develop the CSA Q850 Risk
Management guide that will provide further guidance to
support the implementation of ISO 31000 in Canada;

e\We are supporting the TBS in developing a Government
of Canada Risk Assessment Guide designed to guide
regulatory officials with risk assessment for draft regula-
tions;

eCPM planned and delivered the Office of the Comptroller
General (OCG) Government-Wide audit of CRPs; and

eCPMis helping many departments to converge (see the
next page for a discussion of “Convergence” ) RMinto
their business practices.
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At CPM, we understand that departments aren’t the
same, and that there is no single, ready-made risk
management solution for your organization. In-
stead, we provide practical, tailor-made solutions
that take into consideration the unique culture and
operating environment of each client. The risk man-
agement team at CPM understands government
and has an in-depth knowledge and extensive ex-
perience in the area of risk management. We have
provided RM support to client departments and
agencies across government.

The CPM Risk Management Team

130 Albert Street, Suite 1605
Ottawa, Ontario
K1P 5G4

Telephone: (613) 567-7752

Toll Free: 1-866-567-7774
Fax: (613) 567-7790
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Integrated Direction Setting

Many departments and agencies are “hard-wiring” risk man-

agement into their business management cycle. In addition to

strategic risks setting the stage for the selection of business

priorities, senior management wants to see:

e Senior governance committees with formal descriptions of
their RM responsibilities;

¢ An integrated “planning wheel” that emphasizes the role RM

plays;

e The alignment of RM, performance measurement, and qual-

ity management processes;

e Top down RM strategies and business models that support

distinctive organizational culture;

e Assignment of RM respon-

Performance Management
Agreements (PMASs); and
Senior level risk leaders
who act as the “risk con-
science” for the executive.
team.

Risk Management Del egation, Shar-
ing and Transfer (Click to enlarge)

Ongoing RM Assessment and
Continuous Improvement

Risk Management Capacity Assessments are being carried
out all over town. Management commitment, bolstered by
MAF reviews and Audit Committee oversight, has raised in-

sibilities in senior executive

What’s Going

on with
Convergence ?

RM Capacity Building

Have you ever asked yourself whether risk management
training actually makes a difference to the staff who take it?
This isn’t a bad question, given that:

e Most RM training is about RM theory, and teaches prac-
tices, tools, and templates that would usually only be ap-
plied by a few RM specialists;

e RM training usually doesn'’t help staff adopt “Risk—
Enabled Decision Strategies” that meet their own particu-
lar needs; and

e Other countries are inserting RM modules into all regular
training programs, rather than only offering it as an op-
tional speciality course.

If staff are to be expected to adopt risk management in their

everyday work, and to con- ——— -

sider risk management as a

central component in deci-

sion-making, the focus of

RM training needs to be re-

balanced between what

they can do for risk man-
agement, and
what risk man-
agement can
do for them

Risk Management Training

RM Implementation

Risk management is expanding into new areas. In recent
months, CPM has been involved in:
e Operational risk assessments to identify risks that have

terest in understanding where the RM gaps are. Unfortu- the potential to surprise the department and embarrass
nately, traditional maturity model strategies don’t work all that the Deputy head, but haven’t made it to the CRP;

well for risk management, and Generally Accepted RM prac- e Branch Risk Assessments, Strategic Outcome Risk As-
tices are still a long way from being defined. sessments, and Business Line Risk Assessments;

CPM has developed and extensively applied a non-traditional | « Rapidly evolving risk-based audit and evaluation meth-
maturity assessment model, fondly referred to as the odologies; and

“Wedge”. Managers like it because it recognizes that: ¢ Functional Area Risk Assessments. For example, human
resources management is an emerging area of RM at-
tention due to the emergence of Public Service Moderni-

Risk Management (RM) In Action

e Risk maturity can evolve top-down or bottom-up;

e RM at the operational
lewel is often very sophis-
ticated, internationally
integrated, and unique to
the function involved; and

e Committed, experienced
managers are addressing
risk on an ongoing basis.

zation Act (PSMA) expec-
tations, and the need to
incorporate risk concepts
into the lives of individual
HR staff.

Cultural

Risk Management in Action
(Click to enlarge)

Risk Capacity Assessment
The “Wedge.” (Click to enlarge)

“I learned that, in hindsight, it is much easier to see the sequence of events that led to the outbreak. And to iden-
tify steps that could have been taken. | heard, repeatedly, that if people had only known or recognized then what

they know now, these events might have evolved differently.” Sheila Weatherill, Independent Investigator,
Listeriosis Investigative Review




The CPM Risk Management Team

(From the left)

Front row: Sarah O’Connor simard, Shazmin Dosani, Nujhat Bashir, Alexandra Nedov,
Sandra Lalli, Kendra Hughes, Robin Sellar, Helen To.

Back row: Phil Carr, Scott Kiser, David Rattray, John Burns, Jason Russo, lan Doherty,
Tom Hopwood, Richard Burton, Allison Chen.

Missing: Bill Kessels, Alan Winberg, Eileen Gordon, Melissa Polak, Gisele Vallee.



Risk Management Delegation, Sharing and Transfer
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Risk Capacity Assessment - The “Wedge”
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Risk Management in Action

activities:
Decision Making

Reporting

Support to Governance

In support of governance, risk management is engrained into decision making. You would see the following

e Governance structures/committees ensuring all meeting agendas include a risk management component
Risk data is transformed into decision making information
Senior Management is actively involved and supports risk management efforts
Addressing risk management in specific areas of responsibility in agenda items
Discussing mitigation strategies quarterly at a senior committee
Maintaining relationships with top management on emerging risk issues
Including RM in the Terms of Reference of Senior committees

*  Obligation to report on significant emerging risks

e Including risk
Support

1t in all key initi

{ Supporting the development of the Corporate Risk Profile (CRP)

and major capital projects

/

/ Inputs

Expecting risk to be a part of all information received. This may take the

form of:

Business Process

«  Encouraging (expectations) Stakeholders in the business process to
provide risk information (risk assessment) to carry out responsibilities

Performance

e Including “sound RM practices” and accountability for mitigation in
DG PMAs ensures risk management is implemented into decision
making

Training

*  Risk management 101 seminar delivered by the risk team to
everyone to introduce, encourage and continuously ensure risk
management practices are understood and used in daily activities
and decision making

Projects
* Incorporating risk management in proposed projects, proposals, etc.
\ to identify risks before they become problems /
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Outputs and Activities

Ensuring risk has been included in all key outputs. This may take the

form of:

Reporting

*  Reports, business plans, projects, discussion papers, resource
allocation etc. would have a risk component (analysis/assessment)
to them

*  Regularly updating risk register

Performance Appraisals

*  Assessing performance based in part on risk management

Service Delivery

e Assessing the risk of the ability or inability to meet service delivery
standards

*  Prioritising activities based on areas of highest risk
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Internal

External

Management and Relationships

In support of management and relationships, you may see the following activities:

¢ Encouraging risk discussion in committees,
e  Communicating to staff and using risk vocabulary on a regular basis
e Maintaining personal contact with the risk team
*  Work with the organization’s risk team to introduce training, tools and templates

*  Participate in discussions with stakeholders and clients about risk and mitigation strategies
¢  Encouraging stakeholder community involvement in risk management issues

« International/environmental scanning on emerging risks in your area of responsibility

e Using a standardized risk assessment methodology
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