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Embracing complexity and 
uncertainty with value-based 

risk management 



Comprehensive risk management practices are of 
increasing importance for asset intensive industries to 
support strategic decision making and embrace uncertainty   

 
• Asset intensive industries are increasingly envisioned as an integrated system and in the 

context of increasingly complexity, risks originate from a wide range of sources and can 
have far reaching impacts 

• Organizations must increasingly take risks proactively into consideration as additional 
factors to account for in their decision making process and operational management 

• To that effect, an integrated risk management system offers a framework for 
implementing suitable strategies and is seeing a growing recognition for its added value 
at the strategic level 

• Finally, in a rapidly evolving society, risk management systems should not only be 
perceived as a tool to mitigate risk, but also a way to embrace adversity and 
uncertainty as opportunities 



Risk management practices have evolved over time from 
isolated practices to integrated systems focused on all business 
risks to support strategic decision making   



Conventional Enterprise Risk Management (ERM) 
approaches (dubbed the “Accountant” or “Assurance”) are 
increasingly struggling to deliver real value   



Arthur D. Little favours a value-based approach to align 
risk management efforts with strategic objectives and 
deliver real business value   



1. Maintain strategic alignment: it is vital that risk 
management is aligned with changing business strategies 
   

• Progressive integration of all 
critical risk categories into a 
comprehensive Enterprise Risk 
Management system fosters 
creation of company value and 
eases realization of corporate 
risk-based decision making 

• Seamless alignment of the ERM 
system with other key 
management systems enables a 
holistic view of the organisation, 
which support the development 
of meaningful improvement and 
mitigation measures 



The risk appetite statement and associated corporate risk 
matrix are important outputs that should be derived from 
stakeholder expectations, strategic goals and culture   

• The risk appetite aligns top risks 
with expectations for business 
unit activities 

• The risk appetite enables the 
identification of business critical 
risks, which in turn supports 
development and prioritization of 
business unit action plans 

• Short, middle and long term 
business priorities can be 
considered during the 
development of the risk appetite 
statement 



Workshops with key stakeholders are typically used to 
define the risk appetite assessment, risk acceptability 
regions and plot organizational top risks   



2. Focus on vulnerabilities:  Use the 6Cs to assess current 
risk management arrangements, including their maturity 
and effectiveness in delivering risk reduction   

• We use our 6C framework to 
structure reviews 

• Many systems of enterprise risk 
management place undue focus 
on an organization’s codes and 
their compliance with them 

• This often fails to address key 
issues. The competencies within 
an organization, its culture, the 
change which it is experiencing 
and the complexity of its 
processes or the environment in 
which it operates, are all equally 
important factors 



Effective mitigation strategies should be adopted for each 
top risk, many companies fail to understand and investigate 
risks resulting in incorrect analysis and significant exposure   



Effective comprehensive risk identification across all 
business activities and future investments are critical to 
reduce potential risk exposure   



3. Facilitate decision-making: Design risk reporting top-
down for fast decision-making based on the organizational 
structure and understanding of roles and responsibilities   

• Ensure information flow from 
the operational level to corporate 
level 

• Transfer decision-making to 
operational levels to avoid red 
tape 

• Stimulate and exploit risk 
perception at all levels of the 
company, not only at top 
management, specific 
departments, or specialized 
functions 



Development of strong ERM practices, based upon robust 
structured processes, facilitates risk reduction and provides 
the ability to anticipate new and/or changing risks   



4. Build a dynamic risk culture: Develop risk capabilities to 
enable resilience to change by fostering a risk culture driven by 
values, attitudes, perceptions, behaviour and competencies   



The value-based approach focus on five key success 
factors that underpin high performing Enterprise Risk 
Management organizations   



Typically development of the paper system is only part of 
the challenge – formation of a strong risk culture requires 
sustained effort and will need consideration   



Strong leadership is critical to shape the organizational 
culture and drive effective implementation and ownership 
of Enterprise Risk Management across the organization   



Overall, the successful implementation of ERM practices 
is highly dependent on the ability to implement effective 
simple programs supported by risk culture   



Typical Value-Based Risk Management (VBRM) projects 
combine comprehensive redesign and focused levers in 
order to demonstrate value through pilots   



We favour the value-based ERM approach, which is 
about responding to change and dynamically focusing 
risk management efforts to deliver business value   



Thanks for 
Attention 
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