nagement or
Risk? Moving
Om process to
ference!
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often where







from 1906 — 1995*

2004)

Over 140,000 injuries
and 22 deaths per year
from cuddly toys*
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e Nature of a Crisis

Catastrophes
w asualty accidents )
Environm@

Class Action

Consumer action

eover / \ \Defects & recalls
Discrimination

mages

Executive dismissal

Source: ICM Crisis Report 2001



otions and
r Impact on
perception




How many
of you
have a

fridge door

like mine?



“Grandpa quick!
I'm being eaten by
Cedric!”




moving from a
"to a “heart”
anding of risk
eferred?




Because If you don’t - you will become
stuck In a compliance/policing mode

EWFORCED BY |7

AIRCRAFT




Why have | started this presentation
the way | have?







George’s view IS hot uncommon:
*Doing something because he has to
*No real interest

*No understanding of how it can be integrated
Into the way he does business

The head and heart are both not
engaged — but this is not his fault, it
stems from 300 years of human thought.



Introduction of the notion of
dualism of mind and body.

(René Descartes 171" Century)

In everyday thinking we see this playing out:
sAthletes are prepared both mentally and physically
“It's all In your mind" Is common parlance

* [endency to treat the mind as the body's boss

*There is no place for emotion at work



“Emotions are remnants from
300 million years ago, where
they were necessary for the
survival of our species”.
(Charles Darwin 1872)




']*1"‘ BEE S “the emotional centres of

| — the brain are integral to
' a— | LT motion, = : ' 3
A e thinking and reasoning

5% s Qeago n, (Leading neurologist Antonio Damasio)

and

the
A
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DAMASIO
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lons, and moods are:
rt of our thinking

rt of our understanding




*Not linked to objects/events
«Cause obscure
sUndulate gradually over time

*Hard to disguise

Perception

IMPACT ON

Joods

*Displayed element of feelings
eUsually short-term

External .Attached to object or occurrence



The Risk Perception
Landscape

External

t] 3
environment ‘

|

Markets N
I
Services & Customers
products —t—

Emotions

I

[v
Alliances ~——

Feelings

Adapted from a model by Dr Carl Gibson






PERFORMANCE




Response
Analysis  gglection

(Head) (Hands)

F

Awareness Emotional
of situation Arousal

Action

1

k Culture

1




IS takes time.....




ge the heads, hands
your organisation you

strategy

ding of organisational

ools



Embedding @

Understanding of
risk issues in
strategic decision

making

— [

Consideration
of risk-reward
in all decision

Focus on risk
tolerance

Risk as barrier to
objectives

Risk considered
with causal factors

Organisation wide

making

R Py —

reporting

Focus on risk
optimisation

Risk as risk/reward
options

Focus = exploit
risks

In time reporting

Phase 3

Phase 4



Risk Management Strategy Update April 2004

Start-up
Year 2002-03

Consolidation
Year 2003 -04

C

e
ks

« 4360 qualitative introduced « CARM established
o Process * One-off issues based assessments « Annual corporate risk profile established
-t « Corporate Office method + multiple « A VWA wide consistent approach
3 others
o . .
> . » Focus on risk ranking ) « Focus on risk prioritisation for treatment
2 Expertise [| « Expertise pushed out to business « Risk Mgt Office seen as provider of
G expertise & assistance
= * One corporate language introduced, » Common language used to describe risk
- ool multiple others exist « Assessment of controls used to determine
00ls * Action prioritised according to HIGH rank|nd  need for action
. « Awareness created in higher risk areas
Awareness Awareness through attendance at workshop: are |
« Training delivered as issues arose « Training delivered through targeted
workshops
() * A few individuals with risk assessment skillls« Risk mgt skills developed in specialised
a Capability « Capability developed in Risk Mgt functions
o Office, + isolated pockets * Capability improved in higher risk areas
S_-’ of the business
* Resources limited to Risk Manager « Multi-skilled resources developed (eg
Resources security, safety & risk, RAU
B i « Risk viewed in terms of hazard * Risk recognised as both threat & opportunit
araaigm « Risk viewed in terms of potential events
« Risk seen as arising from broken processeq [s Business improvement seen as means of
o « Risk avoidance seen as strongest driver reducing risk through
S . .
= |Excellence | « | ocal pockets of excellence E)/e\g\{,?\nrg;:aosgnlsed as State govVe I
= * Key staff seen as local experts .
O « Key staff seen as State/industry experts
Integration | * Single risks managed in isolation « Risks managed by considering
interdependencies
. . i i i » Formalised information gathering (pull
g Intelligence Ad hoc information gathering (pull) g g (pull)
= + One-off reporting of new and emerging figkRoutine reporting on risk to EMG and ARM
c emerging risk emerging risk ] .
= W penortin - Reporting restricted to identified risk onjy Reporting including control and identified
o P g « Largely historical reporting in place treatments ) 5
c « Ad hoc data management b Historical and recent issues reporting in plag
* Individual databases develop for specific tas
Access
Risk issues identified and Broadening understanding of risk
Outcomes minimised in some areas issues and their management

Embedding
Year 2004-05

* Quantitative assessments
 Process = business cycle

¢ Customised modules built for security, fraiid
insurance tenders etc

« Focus on risk tolerance and mitigation
« Assistance sought widely on many issues

* Risk language becoming VWA - wide
Wide
 Action = trigger activation

Normalising
Year 2005+

* Quantitative/value at risk
* Process = daily operations

* Integrated business tools

* Focus on risk optimisation
« Capability business wide

* Risk language = normal use
« Action = continuous

« Management awareness ( Board& Mgt)
« Training delivered as part of planned
approach

« Generalised skills
« Capability in Divisions (development for
range of business functions and areas)

« Risk co-ordinators established within the
business

« Staff awareness
« Training delivered as part of general
business needs

* Widespread skills
« Capability = Authority wide

«Resources allocated as part of normal
business practice

« Risk is regarded as a barrier to objectives

. Focus= manage risk based on tolerance &
appetite

» Collaborative solutions

» VWA recognised nationally best in class

« Key staff seen as national experts

* Risk considered with causal factors

« Risk = risk/reward options
« Assessment considers interrelationships
of multiple risks

« Integrated VWA-wide management

« Internationally best in class
« Key staff seen as international experts

 Focus= exploit risk

« Intelligence sources established (present
in some areas)

« Regular reporting across the VWA
(separate reporting requires
consolidation)

* Reporting focuses on treatment performande

» Monitoring of current and changing risk
trends (issues based monitoring in place)

« Distributed database (developed for BCP)

* Information flows self managing

« In time consolidated & integrated
business reporting

* RM effectiveness reporting

» Monitoring of predictive indicators

 24X7 electronic database real time monitofing

Understanding of risk issues in
strategic & operational decision
making (developing in some areas)

Consideration of risk- reward in
all decision making




Engagement tools




In conclusion | have provided you with:
stheory and research to digest
smodels that you may find useful

spractical tools and advice to implement in
you business

| hope this afternoon has been both
entertaining and educative.

Finally..........



'S secrets
to

cessful
nhagement




Keep your eyes open for risks




Ignoring risks doesn’t make them go
away...




Just when you
think you have
things under
control something
will happen from
a great height...




not the big things that will bite
In the backside.........




jet the obvious...




Igation strategies work...
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INncrease ris

Confusing
solutions can




00king for risks — you may not
like what you find!!!




In managing
risks there are
always bad
hair days...




e all - enjoy your work!!




