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 What is strategic risk management (SRM)?
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 SRM as part of ERM at the University of Saskatchewan

 Integrating into strategy setting and execution

 Questions

http://rimscanadaconference.ca/


Page  4Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.

What is Strategic Risk Management?

Strategic risk management (“SRM”) is a business discipline that drives 
deliberation and action regarding uncertainties and untapped 

opportunities that affect an organization’s strategy and strategy execution. 

http://rimscanadaconference.ca/
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Value Creation or Value Protection?

1. How does the 
organization intend to 
create shareholder and 
stakeholder value?      

2. How does the 
organization intend to 
protect shareholder and 
stakeholder value?      Risk = an uncertain future outcome 

that can either improve or 
worsen our position

Risk = an uncertain future outcome 
that can either improve or 
worsen our position

http://rimscanadaconference.ca/
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Interplay of Value Protection, Value 
Creation and Value Destruction

In the past 12 months, which organizations have 

•created value (describe how) 

•protected value (describe how) and 

•destroyed value (how)

http://rimscanadaconference.ca/
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Poll – Show of Hands

To what extent is the risk management discipline integrated with 
strategic planning at your organization?

1. Highly integrated 
• for example, risk practitioner(s) included as part of planning team

1. Moderately integrated 
• for example, risk practitioner(s) involved in strategic plan review

1. Partially integrated 
• for example, risk practitioner(s) identify strategic risks for planning

1. Not integrated at all

2. We do not have an explicit strategic planning process

http://rimscanadaconference.ca/
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Poll Results from RIMS SRM Webinar
To what extent is the risk management discipline integrated 

with strategic planning at your organization?

Date of poll August 4, 2011

http://rimscanadaconference.ca/
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SRM as the New Core Competency

If ERM encompasses all areas of organizational exposure 
to risk, including strategic, why is SRM the new core 

competency? 

http://rimscanadaconference.ca/
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Findings: The Five Reasons ERM Fails
Strategic Risk Management Lab – DePaul University

1. Risk Management is not connected or integrated with Strategy and 
Strategy Execution.

2. Risk Assessments are focused on the wrong risks, not focused on 
strategic risks (“80/20 rule”). 

3. Risk Management is not executed as a continual and repeatable 
process.

4. Risk Management “silos” create barriers. 

5. Risk Management is not viewed as value-added.                                 
                   

(ERM is often under-resourced and under-networked in the 
organization.)

“Strategic Risk Management is not a core competency”“Strategic Risk Management is not a core competency”

http://rimscanadaconference.ca/
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Is SRM a needed Core Competency?

In their 1990 Harvard Business Review article, C.K. Prahalad and Gary Hamel 
introduced the concept of core competence and there are some striking 
applications to strategic risk management:

1."core competence is about harmonizing...“ (harmonizing risk management 
capabilities and processes)

2."core competence is communication, involvement and deep commitment to 
working across organizational boundaries"  (i.e., avoiding the silo problem 
which is prevalent in risk management).   Silos create blind spots and 
redundancies, but they also present barriers to further developing strategic risk 
management as a core competence.

3."core competence does not diminish with use.  Unlike physical assets, which 
do deteriorate over time, competencies are enhanced as they are applied and 
shared“ "core competencies are the collective learning in the organization....“

Opportunity to develop SRM as a core 
competency and increase the value 

contribution of ERM

Opportunity to develop SRM as a core 
competency and increase the value 

contribution of ERM

http://rimscanadaconference.ca/
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Company A or Company B 

Company A Company B 

Which has managed strategic risks and opportunities better?

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission.
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Company A or Company B – 
Which has managed strategic risks and opportunities 
better?

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission.
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The LEGO Group Risk Management 
has evolved over the past 5 years

Preparing for 
Uncertainty

Active Risk & 
Opportunity 

Planning 
(AROP)

Enterprise 
Risk 

Management

Monte Carlo 
Simulations

With a 40% average growth of profits
© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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• Most risk management 
was in place for years

• LEGO added strategic 
risk management late 
2006

• LEGO defined and 
implemented a 
consolidated ERM 
reporting from 2007

• LEGO defined its risk 
appetite, and reporting 
up against that in 2008

The LEGO Group Uses SRM to Drive Results

Employee
Safety

Operational

Hazard

IT
Security

Legal

Financial

    Strategic

ERM

© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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Simulation has enhanced LEGO’s 
understanding of uncertainty

LEGO applies Monte Carlo simulation 
on …

• Budget- and estimate 
uncertainties to show earnings 
volatility and pinpoint key drivers 
based on input from business 
controllers

• Simulation on ERM risk portfolio to 
consolidate risk exposure and 
identify 5% worst case scenarios – 
which is the base of our defined risk 
appetite

• Simulation of credit risk portfolio 
as “tool” to have a more frank 
discussion with insurance partners

© Copyright LEGO Group 2011 - Do not copy or 
redistribute without express written consent of Mr. Hans 
Laessoe. Used with permission.
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LEGO uses Active Risk & Opportunity Planning 
for Project Business Cases

• Systematic process defined in 
collaboration with project 
“Process Expert Network”

• Standardized Excel-based 
tool developed and 
implemented

• Mandatory for strategic 
projects, lighter edition used 
for other projects – embedded 
in approval process

• Done as part of preparing the 
project business case

Across all types of business 
projects within the LEGO 
Group

© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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LEGO uses strategic scenarios as mind-setters 
and resilience testing

• Based on 12 mega trends from 
IMD/WEF, LEGO developed four 
strategic scenarios

• These were first used to open 
peoples minds before defining 
strategies for 2015/2022

• LEGO then developed a process 
and framework for defining the 
issues of strategic resilience

As well as a framework for 
prioritizing our handling efforts

• Systematic and validated testing is 
mandatory for a defined set key 
strategies as part of deep-dive 
preparation and discussion

© Copyright LEGO Group 2011 - Do not copy or 
redistribute without express written consent of Mr. 
Hans Laessoe. Used with permission.
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LEGO has grown and profited far beyond the 
market it is a part of

© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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The Strong “Resilient” Organization

What can we learn from High Performance Companies?

Return Driven Strategy Framework
Describes the strategic activities necessary 

to create shareholder value

Strategic Risk Management 
Framework

Describes the interrelated risks of an 
organization and how they impact 

shareholder value© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission.
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Return Driven Strategy

• High performance isn’t permanent. 
Every high-performance company we 
studied faces the risk of fading. Some 
have already begun to fade in either 
returns or growth or both. 

• In every case, the reasons for fade 
can be charted to how the tenets of 
Return Driven Strategy were 
neglected or could not be executed. 

• Meanwhile, the rise of these 
companies’ performance and the 
sustainability of high performance 
can be attributed to attention to these 
tenets. 

• Companies with mediocre or poor 
performance demonstrate significant 
gaps in their business models when 
viewed through the lens of Return 
Driven Strategy.

Understanding the Rise and 
Decline of Companies and 

Business Units

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission.
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Consider the case of the adidas Group

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission
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adidas Group 2010 Annual Report
Risk and Opportunity Management System

http://rimscanadaconference.ca/
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adidas Group 2010 Annual Report
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adidas Group 2010 Annual Report
Corporate Risk Overview
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Opportunity Management

Value, Strategy and Performance Metrics Discussion
 
•Are you moving your program from risk management to risk opportunity? 
 
•How are you delivering more value through risk than just the governance aspect?
 
•What practices are you using that are being recognized (e.g., by board, 
management, other stakeholders) for creating value for your organizations?
 
•Describe involvement with strategy setting and execution at your organization. 
 
•What performance metrics do you use for ERM, in addition to risk avoidance?  
Would these be different from a governmental agency perspective?
 
•How have you worked with strategic management to measure strategic risks,  
monitor them, and especially develop them into opportunities? What process is used 
for developing the measure/metric? 

http://rimscanadaconference.ca/
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adidas Group 2010 Annual Report
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SRM as part of ERM at the  

Page  28

http://rimscanadaconference.ca/


“Never forget- decision-making is all about 
taking risks. You cannot eliminate risks. It is futile. 
The bigger your job, the greater the risks you 
should be taking. 

The idea is not to try to eliminate risks, but to take 
right risks.”

Peter F. Drucker

ERM is intended to support the 
achievement of our strategic objectives 

Page  29
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Sample Enterprise-level Risk Categories

• Credit default
• Market risks
• Interest rate changes
• Currency/foreign exchange 

fluctuations
• Liquidity, cash flow issues

• Growth Strategy
• Competitive Threat
• Intellectual capital
• Research and Development
• Channels and Networks
• Client/Industry Changes
• Brand/Reputation Mgmt

• Property Damage
• Employee Injury/Illness
• Natural Disasters
• General Liability/Legal Risks
• Business Interruption
• Product Contamination

• Governance
• Information Systems
• Accounting/Control Systems
• HR/Key People Issues
• Supply Chain
• Commodity & Labour Costs

Business
Risks

Financial RisksFinancial Risks Strategic RisksStrategic Risks

Hazard RisksHazard Risks Operational RisksOperational Risks

Page  30
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Strategic Risk Drivers in Higher Education

1) The maturing of the country and 
the national higher education 
landscape

2) Changes in funding for 
universities, particularly in federal 
government funding

3) Canada’s continuing weak 
innovation performance

4) Changing local and national 
expectations of universities

5) Technology and its impact on 
how we organize our activities, 
and

6) The international higher 
education context, particularly in 
Europe and China

Page  31
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• Attract and retain outstanding faculty

• Increase campus-wide commitment to research, scholarly 
and artistic work

• Establish the University of Saskatchewan as a major 
presence in graduate education

• Recruit and retain a diverse and academically promising 
body of students, and prepare them for success in the 
knowledge age

Strategic Directions

Page  32
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ERM Organizational Framework

Board of Governors

Audit Committee of the Board

President

Risk Management Steering Committee

President’s Executive 
Committee

Operational Risk Management Group Risk Management 
and Insurance 

Services

Colleges 
& Units

Risk 
Information 
and Metrics

ERM 
Policies

Others
e.g. Research Services, 

Audit Services, etc

Campus 
Safety

Health Safety 
& 

Environment

Information 
Technology 

Services

Facilities 
Management 

Division

Human 
Resources

Provost’s Committee on 
Integrated Planning (PCIP)

Communications
Financial 
Services
Division

Student & 
Enrolment 
Services

Responsible for 
strategic planning 

process Responsible for risk 
management process

Page  33
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• Risk Management ‘informs’ strategic planning and provides 
input and context to assist in decision-making and resource 
allocation

• Strategic plans and objectives are key considerations in 
determining top risks

• Risk Management steering committee and integrated planning 
advisory committee have common members, and meetings 
are “co-scheduled”

• Proposals are required to identify effects on top risks

• Emphasis on building risk management capability and 
capacity to use to our advantage, i.e. intelligent risk taking

Risk Management links with Strategic / 
Integrated Planning

Page  34
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Quarterly 
•  Review and report  progress on ‘Top Ten’ ERM 

risks 
•  Report  on new  risks and significant  developments 

regarding other ERM risks from risk register 
Annually 
•  Assign ‘risk owners’ and monitor progress 
•  Assess risks, va lidate  mit igat ion measures and 

approve updates to risk register and risk map  
•  Oversee development of ERM framework and 

policy 
 
Risk Management and Insurance Services:  
•  Produce and maintain risk register and map 
•  Primary support  to RM Steering Committee 
•  Lia ison and resource to risk owners 

Quarterly 
•  Review progress report  on ‘Top 

Ten’ and other ERM risks and 
provide feedback 

•  Review and validate risk 
register and risk map as needed 

•  Ident ify and priorit ize ‘Top Ten’ 
ERM risks 

•  Provide direct ion and input to 
deve lopment of ERM framework 
and policy as needed 

•  Receive and review  risk register 
and risk map 

•  Review and respond to ‘Top 
Ten’ ERM risks 

•  Provide Board oversight of ERM 
 

REPORT 
EVERY 

3 months 

REPORT 
EVERY 

6 months 

FFEEEEDDBBAACCKK  TTOO  SSTTEEEERRIINNGG  CCOOMMMMIITTTTEEEE  

Develop and 
monitor 

Review and 
validate 

Review and  
respond 

Risk Management Steering Committee President’s Executive 
Committee 

Audit Committee of the 
Board of Governors 

•  Deans and unit  heads provide Steering 
Commit tee w ith input  for risk register, e.g. 
ident ify college-level risks and ERM level 
risk s from college view  

•  Review and provide feedback regarding ‘Top 
Ten’ ERM risks and others as appropriate  

Colleges and Units 

•  Provide input into risk register from 
Integrated Planning perspect ive 

•  Consider and incorporate Top Ten ERM 
risks and risk register into Integrated 
Planning process 

Provost’s Committee on 
Integrated Planning (PCIP) 

FULL REPORT   
EVERY 

24 months 

Deans’ Council 

•  Review and respond to ‘Top Ten’ ERM 
risks and other risks as appropriate 

•  Consider ‘Top Ten’ ERM risks and other 
risk s to inform planning act ivit ies. 

Planning Committee of Council 

ERM process is a continual and repeatable cycle

Page  35
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• Focus on strategic risks and “enterprise-level” risks of any category

• Engages President’s Executive Committee and other senior 
management to consider the most critical ‘strategic’ risks at a point 
in time 

• Ensures that Top 10 risks are tracked closely and discussed 
frequently by senior management and board.

• Supports common understanding of risks affecting strategic 
objectives, our Risk Management capacity and effectiveness

Top 10 and Top 20 process

Page  36
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So, how does ERM actually help us achieve 
our strategic objectives? 

University of Saskatchewan
Strategic Directions Update

April 2010

“We are determined to make the changes
that are required to place the University of
Saskatchewan among the most distinguished
universities in Canada and in the world.”

President Peter MacKinnon

Page  37
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Strategic Risk Assessment:
A First Step for Improving Risk Management

Frigo and Anderson, “Strategic Risk Assessment: 
A First Step for Improving Risk Management and 
Governance” 
Strategic Finance (December 2009): and Frigo and 
Anderson, Strategic Risk Management-A Primer for 
Directors and Management Teams (2011). Used with 
permission.

http://rimscanadaconference.ca/
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1- Operational 
Excellence

3-Grow High Value 
Customer Relationships

4-Organizational 
Alignment

Financial
 Strategic Objectives

Profitable Growth from 
New Technologies and 

Services 

Increase Value from 
Existing and New 

Customers 

Organizational 
Efficiency and 

Leverage

Customer  
Strategic Objectives

Cost & Quality
Leadership 

Develop Technologies 
to Improve Cost & 

Performance

Deliver Highly 
Valued Solutions Customer Focused

Internal Process
Strategic  Objectives

Develop Balanced 
Scorecard and 
Strategy Maps

Retain and Develop
Critical Talent

Capabilities and 
Growth

 Strategic Objectives 

Improve Productivity

Enable and Encourage
Continuous Learning

and Knowledge Sharing

Improve Pricing 
Discipline

Enable Rapid New
Product introduction

Leverage an Open 
Collaboration 
Technology

Transfer Model

Risk Management:
Protect Customer 

Information

Reduce
costs

Improve quality and 
costs

continuously

Eliminate non-value
added processes

Risk Management:
Liability for Failures

Disciplined Investment
 in New Technologies

Drive Packaging 
Technology

Leverage
Technology

Licensing

Risk Management:   
Protect IP

Strategic Themes

Communication and
Teaming

Information Sharing

Roles and Alignment

Risk Management:
Strategic Risk
Assessment

Risk Management:
ERM  Initiative

Develop
Strategic Risk Management 

Skills and Culture

Develop Leadership
and Execution-Driven

Culture

Source: Frigo, Mark L. and Richard J. Anderson, Strategic Risk Management: A Primer for Directors and Management Teams (2011). Used with permission.

Create and Protect Shareholder
and Stakeholder Value

Organizational Alignment “Create a High Performance Culture and Infrastructure”

2-Create Value with 
Technology

Integrated in 
Strategy Setting

http://rimscanadaconference.ca/
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Integrating in Strategy Execution
DEVELOP THE STRATEGY
•Mission, Value, Vision
•Strategic Analysis
•Strategy Formulation
•Strategic Risk Assessment

ALIGN THE ORGANIZATION
•Business Units
•Support Units
•Risk & Control Units
•Employees
•Board of Directors

PLAN OPERATIONS
•Key process improvement
•Sales planning
•Resource capacity plan
•Budgeting (RiskEx)

MONITOR & LEARN
•Strategy Reviews
•Operational Reviews
•Risk Management 
  Reviews/Profiles

TEST & ADAPT 
•Profitability Analysis
•Risk Analytics
•Emerging Strategies
•Emerging Risks

Performance 
measures

Results

Performance 
measures

Results

2

3

4 5

•Strategy Maps w/ risk obj.
•Measures / Targets
•Risk Appetite
•Initiative  Portfolios
•Funding / StratEx/RiskEx

1TRANSLATE THE STRATEGY

6•Strategy Maps
•Balanced Scorecard
•StratEx/RiskEx

Strategic Plan

Operating Plan
•Sales Forecast
•Resource Requirements
•Dashboards
•Risk Dashboards
•Budgets

EXECUTION
Process

Initiative

Adapted from: Kaplan and Norton, The Execution Premium 
(Harvard Business School Press,  2008). 

http://rimscanadaconference.ca/
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Thank You

Wrap Up

•Questions

•Key Takeaways

Please explore RIMS ERM 
Center of Excellence

www.rims.org

http://www.rims.org/
http://rimscanadaconference.ca/
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