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FEATURE ARTICLE: Rethinking Risk Intelligence
By Diana Del Bel Belluz, M.A.Sc., P.Eng.

Is your organization risk intelligent? Recently I
was asked to present a session on how to assess risk
management maturity to The Conference Board of
Canada’s Strategic Risk Management Council. My
research for the talk revealed three common
reasons that organizations fail to achieve risk
intelligence:
1. Many risk management progams are overly
focused on the components of their ERM
framework (e.g., risk assessment processes and
ERM accountability structures). It’s like building a
car for someone who doesn’t know how to drive
and doesn’t care to leave their house and then
wondering why the vehicle just sits in the garage.
While developing a risk framework and tools is
necessary for a successful ERM program; it’s not
sufficient for success.
2. In developing their implementation plans, many
ERM leaders fail to consider the human capital
required to actually bring an ERM framework
to life. It is people (not frameworks) who manage
risk. ERM programs don’t acheive risk intelligence
if they don’t invest effort into the development of
their people’s risk knowledge and skills.
3. Many ERM leaders pay scant attention to how
well the ERM progam is actually working.
They mistakenly measure their success based on
the ERM reports generated rather than by
evaluating how effectively ERM information is
applied to improve business outcomes. It’s like
judging a meal solely by the ingredients used to

create it and not evaluating how good it tastes. As
the proverb says the “proof of the pudding is in the
eating” and the value of an ERM program lies in
how effectively it helps managers to optimize
organizational performance and resilience. Ideally
an ERM report is the start of a conversation, not
the last word.
Here are two tips for improving your
organization’s risk management intelligence.
Tip #1. Measure the impact of ERM
It’s easy to get drawn into the details of the risk
framework and risk reporting. One way to stay
focused on the overall effectiveness of your ERM
program is to measure its impact.
At least once a year, review how well your ERM
program is serving the business. As the year draws
to a close, it is an excellent time to take stock of
where your ERM program has delivered good value
and where it hasn’t. Here are three lines of inquiry you
can use to spot good opportunities to sharpen your
risk intelligence.
a. Check the alignment of your key risks with
your stated risk appetite and tolerances
• Compare your latest risk profile to the one created
a year ago. Did the past year’s ERM activities
result in a closer alignment of your risk exposure
with your stated appetite and tolerance for risk? If
the answer is ‘yes’, was it dumb luck or can you
point to specific ways the ERM program helped?
Continued on page 2…
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• What lessons can be drawn from the organization’s
successes and challenges in meeting its goals and
targets that can be used to enhance your ERM
practices going forward?
b. Learn from surprises
• Over the past year, what risk events surprised
you? For example, did risk events occur that were
not on your radar screen? Or, did you vastly
under- or over-estimate the magnitude of any
enterprise risks? Why did you miss or miscalculate
these ‘surprise’ risks?
• What opportunities for improving your processes
and skills for identifying, assessing, monitoring, and
communicating about risks do these surprises
reveal?
• What can be learned from these surprises about
potential weaknesses in how you develop and use
risk indicators as early warning signals?
c. Spot the opportunities
• Over the past year, what hasn’t your organization
accomplished with respect to its strategic
objectives?
• What opportunities (i.e., upside risks) could your
organization exploit this year to bring it closer to
fulfilling its mission and goals?
Tip #2. Integrate ERM into the business
The outputs of ERM processes (e.g., risk appetite
statement, risk measurements, risk indicators, etc.)
don’t become risk intelligence until they are
applied to improve decision processes such as:
• Goal setting
• Strategy development
• Environmental scanning
• Scenario exploration
• Performance forecasting
• Business planning
• Business process design and implementation
• Performance monitoring and management
• Assessment of management effectiveness
(including risk management)
• Continuous improvement
• Organizational design and development
The integration of ERM into business processes
does not happen spontaneously. It requires effort
and intentionality to:
a. Define optimal flows of risk information
between ERM processes and other important
business management processes. The feedback
(and feedforward) loops are the key to driving risk
management behaviour that is aligned with the
organization’s risk appetite.
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Here are a couple of examples of feedback
loops:
• Management sets risk appetite and the Board
approves it. Risk appetite criteria inform the
goal and objective setting processs. Managers
pull risk appetite criteria into the risk
assessment process to help evaluate the
adequacy of their current efforts to manage
key enterperise risks and allocate resources
accordingly. Risk appetite criteria are
evaluated periodically by management and the
Board to ensure they continue to reflect the
organization’s values and aspirations.
• Risk estimates from the risk assessment
process are fed into the business planning
process to help develop performance
forecasts. On an ongoing basis, peformance
forecasts are compared with actual
performance, deviations and trends are
identified. Managers take action to address
potential performance shortfalls. A periodic
evaluation of forecast vs. actual performance
identifies opportunities for fine-tuning that are
fed back to the risk assessment process.
b. Identify where ERM and/or business
processes need to be updated to ensure timely
exhange of information and effective feedback
loops. Here you may benefit from collaborating
with colleagues who are responsible for
organizational design and enterprise architechture.
c. Develop and implement a change
management plan to ensure smooth information
flow between ERM and other business
management processes. Most importantly, the
change management effort must ensure your
people know what is expected of them and
develop the skills required to manage risk.
The Risk Wise bottom line… Achieving risk
intelligence requires more than an ERM
framework. You need to ensure your people have the
knowledge and skills to use ERM processes and tools.
Most importantly, they must be motivated to do so by
feedback loops that integrate risk information into key
management and decision processes.
*
To learn about cost effective ways to increase
your organization’s risk intelligence, contact
Diana Del Bel Belluz at Risk Wise: Diana.Belluz @
riskwise.ca or by telephone at (416) 214.7598
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Events and Special Offers*
February 9, 2011
The Conference Board of
Canada's

Investment Industry
Enterprise Risk
Management
Conference:
Answering the WakeUp Call
Sheraton Centre Toronto Hotel
Toronto, Ontario

Canadian firms take $21.5 billion hit on risk!
That's what ratings agency Moody’s Investor Services found when
they tallied up the hit Canadian banks took through their capital markets
divisions from the start of 2007 to the end of 2009. It’s a wake-up call
to all institutional investors that manage large pools of capital.
Up until now, the investment industry (including private and publicsector pension funds, endowment funds, foundations, insurance
companies, investment banks, trust companies, and workers’
compensation funds) has focused its attention primarily on investment
risk. The recent financial crisis revealed the consequences of ignoring
other risks to fund performance and reputation.
Join your peers to learn how you can capitalize on ERM's full
potential to enable decision-makers across your organization to
systematically integrate balanced risk thinking into critical business
processes, including investment policy formulation, strategic planning,
operations, compensation design, and corporate performance
management.
SPECIAL OFFER: $280 off* of the total registration fee
for Risk Management Made Simple E-Zine subscribers.

Supply Chain Risk Management Forum to be presented by The Conference Board of
Canada on March 29, 2011 in Toronto, ON.
SPECIAL OFFER: $300 discount for Risk Management Made Simple E-Zine subscribers.
* For details on the above events and offers, visit: http://www.riskwise.ca/events.html

ERM Breakfast Series. In the fall of 2010, Directors Global and Grant Thornton hosted and
recorded three talks on ERM:
1. “Practices that Standard & Poor's looks for in its reviews” presented by Steven Dreyer,
Standard & Poor’s.
2. “ISO 31000/CSA Q850-10: The new gold standards in risk management” presented by
Awad Loubani, Public Works and Government Services Canada, and Chairperson of the Technical
Committee of Canadian Standards Association.
3. “Getting your organization started, and improving corporate results” presented by John
Fraser, Hydro One Networks Inc.
To access video recordings of all three talks in the ERM breakfast series, visit:
http://events.grantthornton.ca/erm2010/

Pass it on! Please share this Advisory with people in your network.
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BONUS RESOURCE: Recording of Webinar on ERM Resources
On September 20, 2010, Risk Wise recorded a 1-hour webinar on the resources available in the
book Enterprise Risk Management: Today’s Leading Research and Best Practices for
Tomorrow’s Executives published by John Wiley & Sons, Inc.

What the webinar covers... The session features the two co-editors of the book:
•

John Fraser, Vice-President, Internal Audit and Chief Risk Officer at Hydro One, which is among
North America's largest electricity transmission and distribution companies, and

•

Betty Simkins, Williams Companies Professor of Business and Professor of Finance in the Spears
School of Business at Oklahoma State University

In the 1-hour webinar recording, you’ll hear Diana Del Bel Belluz interview the two editors about the
resources that are available in the book, as well as a live question and answer session with Betty and
John fielding questions from ERM practitioners. The webinar recording covers the following topics:
•

What does the book offer to executives who want to improve the practice of ERM in their
organization?

•

What important ERM challenges does the book address?

•

What does this book add to the ERM literature in terms of new ERM approaches and thinking?

•

What are the trends in how ERM is being applied?

•

What concepts in the book are thought-provoking and potentially game-changing?

•

How to overcome typical challenges faced by executives who want to implement or enhance ERM
in their organization.

To view the free recording of the webinar, go to:
http://www.riskwise.ca/erm-book-webinar-recording.html

Get answers to your risk management questions… We’re looking for your input on
topics for future webinars. Email us your ideas and risk information needs to: Diana.Belluz@riskwise.ca

About Us
Diana Del Bel Belluz, M.A.Sc., P.Eng., is a risk
management advisor who helps executives in
complex organizations to implement systematic
and sustainable risk management practices. Since
1990, Diana has been doing leading-edge risk work
for a wide range of organizations in the corporate,
government and nonprofit sectors.
In addition, Diana advances the field of risk
management by teaching university courses and
management training seminars, speaking at
conferences and authoring publications on a wide
range of risk management topics.
Diana Del Bel Belluz
President
Risk Wise Inc.

To learn more about Risk Wise, contact Diana Del
Bel Belluz directly at: Diana.Belluz@riskwise.ca
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