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Risk Management Culture 

Risk Culture is the άǘƻƴŜ at the ǘƻǇέ shaped by 
the values, strategies, objectives, beliefs, risk 
tolerances and attitudes that form how 
everyone .. views the trade off between risk and 
return. 
 

-RMA Enterprise Risk Council 
 



The Risk Intelligent Organisation 

Risk management is about bringing a perspective to the 
management of complicated issues in complex organisations. It 
is about the management (and not the avoidance) of risk.  
 
It helps to prioritise your work and that of others in a fast 
moving context with an approach that is better than simple 
intuition  and which facilitates communication between people.  
 
It is a style of thought, and is definitely not a paper chase. 
 

-Richard Anderson 

 



Never in all history have we 
harnessed such formidable 
technology. Every scientific 
advancement known to man has 
been incorporated into its design. 
The operational controls are sound 
ŀƴŘ ŦƻƻƭǇǊƻƻŦΗέ 
E.J. Smith, Captain of the Titanic 

Risk 
Ignorance 

Awareness 

Simple intuition is not good enough 



05/03 

25/03 

Pinnacle cost the shareholders more than  
1.8 Billion rand in less than a month 



Global Corruption Index 



AIG ς a conservative insurance company started in 
1919 that in 2005 took on tens of billions of risk 
associated with mortgages. It insured tens of billions 
of derivatives against default, but did not purchase 
reinsurance on that risk. Secondly, it used collateral 
on deposit to buy mortgage-backed securities.  



Åά¢ƘŜ risk associated with the credit-
default swaps portfolio is close to ƴƛƭΦέ 
 
ÅάLǘ is hard for us, without being flippant, 

to even see a scenario within any kind of 
realm of reason that would see us losing 
a dollar in any of those transactionsΦέ 
 
Åά¢ƘŜ risk actually undertaken is very 

modest and ǊŜƳƻǘŜέ 
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Aug 2007 ς losses totalled $1.5 Billion 
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Oct 2007 ς losses totalled $4.5 Billion 
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Feb 2008 ς losses totalled $5.3 Billion 
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May 2008 ς losses totalled $20.6 Billion 
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Aug 2008 ς losses totalled $26.2 Billion 
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Sep 2008 ς losses totalled $30.5 Billion 

Sep 16th 2008 - The Federal 
Reserve, with the support of the 
U.S. Treasury, authorizes the New 
York Fed to lend up to $85 billion 
to AIG through a revolving credit 
facility in return for a 79.9% equity 
interest. 



tǿ/Ωǎ нлмп Dƭƻōŀƭ Economic Crime Survey 

tǿ/Ωǎ нлмп Dƭƻōŀƭ 9ŎƻƴƻƳƛŎ 
Crime Survey 



tǿ/Ωǎ нлмп Dƭƻōŀƭ Economic Crime Survey 

tǿ/Ωǎ нлмп Dƭƻōŀƭ 9ŎƻƴƻƳƛŎ 
Crime Survey 

Occurrences of economic crimes perpetrated by businesses are often 
indicative of larger organisational problems such as failure of key internal controls or  
lack of appropriate tone from the top. 





The nine hallmarks of top-performing ERM programs: 

1. Board-level commitment to ERM as a critical framework for successful decision making and 

        driving value  

2.    Dedicated risk executive in a senior-level position, driving and facilitating the ERM process 

3.    ERM culture that encourages full engagement and accountability at all levels of the organization 

4.    Engagement of stakeholders in risk management strategy development and policy setting 

5.    Transparency of risk communication 

6.    Integration of financial and operational risk information into decision making 

7.    Use of sophisticated quantification methods to understand risk and demonstrate added value 

       through risk management 

8.    Identification of new and emerging risks using internal data as well as information from  

       external providers 

9.    A move from focusing on risk avoidance and mitigation to leveraging risk and  

       risk management options that extract value 

Aon Survey  4/13/2010 



More effective strategic and operational planning: Alignment of objectives and risks 

across the organisation 

Greater confidence in  decision making and achievement of operational and strategic 

objectives 

Greater stakeholder confidence : Transparency & Sustainable capability 

Early warning system (visibility and reporting of significant risks): Avoid surprises 

Proactive management of risk rather than reactive (the cost of reactive management: 

time and reputation; prevention is better than cure) 

Effective use of resources and Protection of assets 

Cost effective internal controls and control strategy 

Evidence of a structured / formalised approach in decision making  

Regulatory compliance and director protection 

 
 
 

 

Benefits of ERM 



Taking Risk Management Seriously:  
Formalised Systems Approach 



Integrated Risk, Compliance and Audit: 
you cannot manage what you cannot measure 


