TOPIC TWO

Notes on Risk Management Frameworks and Standards

1. Reasons Why Risk Management Standards Are Needed:

o Consistency and Best Practices:

o Risk management standards provide a unified approach and common language for
organizations to assess, manage, and mitigate risks, ensuring that best practices are
followed globally.

o They reduce the wvariability in risk management practices, which helps
organizations across different industries to adopt similar methodologies for
handling risks.

o Improved Decision-Making:

o Standards help organizations identify, assess, and prioritize risks in a structured
manner, supporting better decision-making processes at all levels.

o By having clear guidelines, organizations can make informed choices about risk
mitigation and resource allocation.

o Compliance with Legal and Regulatory Requirements:

o Adhering to recognized risk management standards helps organizations comply
with legal and regulatory obligations.

o This s particularly crucial in highly regulated industries such as finance, healthcare,
and energy, where failure to comply can result in significant legal or financial
penalties.

o Organizational Resilience:

o Effective risk management standards help organizations become more resilient to
external shocks, operational disruptions, or unforeseen events, reducing the
likelihood of severe business impacts.

o They provide a framework for managing and adapting to emerging risks, ensuring

long-term sustainability.



o Enhanced Stakeholder Confidence:
o Adopting globally recognized standards builds trust with stakeholders, including
customers, investors, regulators, and employees.
o It assures stakeholders that the organization is proactively managing risks and

prioritizing their safety and interests.

2. Key Aspects of ISO 31000 (2009): International Standard for Risk Management

ISO 31000 (2009) is an international standard that provides a structured and comprehensive

framework for risk management. The key aspects of ISO 31000 include:

e Principles:

o Integration into Governance and Decision-Making: Risk management should
be an integral part of organizational governance, embedded in the decision-making
processes at all levels.

o Structured and Comprehensive Process: The risk management process should
be systematic, structured, and cover all aspects of the organization.

o Transparency and Inclusiveness: Stakeholders should be involved in the risk
management process, and there should be open communication about risks and
decisions.

o Dynamic and Iterative Process: Risk management should be continuous and
responsive to changes in the internal and external environment.

o Tailored to the Organization’s Context: Risk management should be customized
according to the specific context, culture, and needs of the organization.

o Framework:

o Leadership and Commitment: Senior leadership must be committed to
embedding risk management in the organization’s culture and strategy.

o Integration with Organizational Processes: Risk management must be integrated
into business processes, planning, and decision-making.

o Continuous Improvement: The risk management process should continuously
evolve and improve based on feedback, monitoring, and the changing risk

landscape.



e Process:

o

Risk Identification: Identifying potential risks that may impact the organization’s
objectives and operations.

Risk Assessment: Evaluating risks based on their likelihood and impact, and
prioritizing them for treatment.

Risk Treatment: Developing strategies to manage identified risks, including
avoidance, reduction, sharing, or acceptance.

Monitoring and Review: Continuously monitoring and reviewing the
effectiveness of risk management processes and adjusting strategies as necessary.
Communication and Consultation: Ensuring that there is open and ongoing
communication and consultation with stakeholders regarding risks and risk

management activities.

3. National Standards and Good Practice Guides for Risk Management

National standards and good practice guides offer frameworks and methodologies tailored to

specific countries or industries. These standards help organizations align their risk management

practices with local regulatory requirements and industry expectations.

o Key National Standards:

o

United States (ANSI/ASSP Z690): Provides guidelines for risk management
practices within different industries, including construction, healthcare, and
manufacturing.

UK (BS ISO 31000): The British Standard for Risk Management, aligning with
ISO 31000 but with additional country-specific guidance.

Australia/New Zealand (AS/NZS ISO 31000): This standard is a national
adaptation of ISO 31000, specifically developed for use in Australia and New
Zealand.

European Union (ISO 9001 & ISO 31000): The European Union follows ISO
31000 guidelines but often integrates them with other standards like ISO 9001 for
quality management, emphasizing the alignment of risk management with broader

organizational objectives.



¢ Good Practice Guides:

o

UK Government’s Risk Management Guide: Provides detailed advice for public
sector organizations on how to implement risk management frameworks and
processes, focusing on governance, accountability, and stakeholder engagement.
Australian/New Zealand Risk Management Guidelines: Offer practical advice
and tools for organizations to assess and manage risks in line with ISO 31000,
focusing on maintaining flexibility and adaptability in managing risks.

Risk Management Practice for SMEs: Tailored guidelines for small and medium-
sized enterprises (SMEs), helping them implement cost-effective and practical risk

management practices without the complexity of large-scale frameworks.

o Industry-Specific Standards:

o

o

o

Conclusion:

Healthcare: Standards like the Joint Commission's National Patient Safety Goals
(NPSGs) help healthcare organizations manage risks associated with patient safety
and medical practices.

Finance: The Basel Accords (Basel I, 11, III) provide risk management standards
specifically for financial institutions, focusing on risk capital, liquidity, and
operational risk management.

Environmental Risk: Standards like ISO 14001 guide organizations on managing
environmental risks, focusing on sustainability, pollution control, and regulatory

compliance.

Risk management standards, such as ISO 31000, provide structured frameworks for identifying,

assessing, and managing risks in organizations. These standards ensure consistency, compliance,

and resilience. National standards and industry-specific good practice guides further tailor risk

management approaches to meet local needs and regulatory requirements, ensuring effective and

proactive risk management strategies across various sectors.



