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Lessons: 
1. ERM is a capability (not a function) to improve 

decision making while avoiding catastrophic risks  
2. Playing solid defense (avoiding catastrophic risks) 

gives you an opportunity to participate in the offence 
(improved decision making) 

3. Risk Philosophy – This is what we think about risk. 
Risk and reward must go hand in hand. Qualitative 
and quantitative risk appetite statements required. 

4. You need a common Risk Language to marry Business 
& Risk - ERM has to be made simple but not too 
simplistic – Use the concept - What is a bad day? 



ERM and Strategy - Introduction 

Value Driven ERM - How can ERM 
help an organization achieve 
competitive advantage?  
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Discussion & Close 

Lessons from Milliman Risk 
Institute Survey on value creation 
from ERM 
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1. ERM and 
Strategy - 
Introduction 
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ERM definition 
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“… a process, effected by an entity's board of 
directors, management and other personnel, 
applied in strategy setting and across the 
enterprise, designed to identify potential events 
that may affect the entity, and manage risks to be 
within its risk appetite, to provide reasonable 
assurance regarding the achievement of entity 
objectives.” 

COSO 



ERM Objectives 
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Organizational objectives for pursuing ERM are: 
  
1. To gain competitive advantage 
2. To achieve strategic goals 
3. To maximize shareholder value 
4. To ensure transparency of management 
5. To improve decision making 
6. To achieve operational Efficiency 



The shift to Strategic ERM 
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ERM: Safeguard  

enterprise value - DEFENSIVE 

 

•Compliance focused 

•Extensive risk mapping – heat maps 

•Risk mitigation 

•Disconnected from strategic and 
operational decisions 

•Lower level of staff activity – More 
risk activities by Risk & Audit staff 

•                  Strategic ERM: Maximize 
enterprise value - OFFENSIVE 

• Value-Focused 

• Focusing on few key risks driving 
disproportionate gains/ losses 

• Risk Optimization (Optimized 
mitigations) 

• Core to strategic and operational 
decisions 

• Line Function, facilitated by highly 
skilled staff 

To From 

Necessary but low value adding activities 
in the minds of Senior Management 

An organizational capability that drives 
substantial value vs competition 



 
2. Value Driven 
2. ERM - How 
can ERM help an 
organization 
achieve 
competitive 
advantage?  
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McKinsey 



Value Driven ERM 
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Value Driven ERM 
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Depth of  ERM Capabilities 
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Depth of  ERM Capabilities 
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Value Driven ERM 
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Key Elements of Value Driven ERM: 
  
1. Are we truly value driven? 
2. Are we truly comprehensive? 
3. Are we consistent in evaluating different 

risks 
4. Are we consistent in applying out risk 

appetite? 
5. Where can we learn more? 



Value Driven ERM     …Cont’d 
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Value Driven ERM     …Cont’d 
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Value Driven ERM     …Cont’d 
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Are we truly comprehensive? 
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Are we truly comprehensive?    …Cont’d 
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Are we truly comprehensive?    …Cont’d 
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Are we truly comprehensive?    …Cont’d 
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Are we truly comprehensive?    …Cont’d 
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Are we consistent in Risk evaluation? 
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Are we consistent in applying risk appetite? 
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Are we consistent in applying risk appetite? 
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3. Lessons from 
Milliman Risk 
Institute Survey 
on value 
creation from 
ERM 
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Who took the part in the survey? 
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Responses were received from 125 risk professionals 

representing organizations with minimum turnover of  

USD 100M per annum in North America 



What measures were used? 
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Key question 1: ERM & Corporate planning 
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To what extent do you agree with the following 

statements about your company’s risk management 

practice? [scale of  1-5 where 5 is Strongly agree] 



Who are the Trendsetters? 
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To define extent to which companies were creating value through ERM, 

differentiation of  Question 1 was made. The scores were added across 

the 8 categories of  risk proficiency from Level 1 (strongly disagree) to 

level 5 (strongly agree) to produce the following 3 groups.  

Over 2/3 of  the trendsetters are financial services firms. Trendsetters 

were also majorly larger companies where over 62% reported $2billion 

annual turnover 



Key Question 2: Measuring ERM value 
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How does your company measure the cost benefit of  its 

ERM program? 



Measuring the value 
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From the survey companies were seen to be using at 

least one of  the following to measures the value of  

ERM. However, no method has emerged as a best 

practice. The most widely used are: 

 

1. Benchmarking performance against peers (27%) 

2. Return on Productivity (26%) 

3. Return on Investment (21%) 
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Key Question 3: ERM Execution 

Which of  the following statements about your 

company’s management and Board do you agree with? 
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Key Question 4: ERM Gains 
To what extent does ERM create significant value for 

your company in the following areas: 



How can your organization become a 

Trendsetter? 
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Closer attention to ERM implementation and adoption of  a fuller 

spectrum of  tools and techniques ERM makes available emerge as key 

differentiator between Trendsetters and Transitionals. 

 

There are 6 main best practices that Trendsetters do differently to 

enable them turn more proficient ERM into greater success at value 

creation: 

1. Closer collaboration with top management 

2. Better use of  Risk Appetite statements 

3. Linking risk tolerances at the corporate and business  unit 

levels 

4. Advanced tools and methodologies 

5. More frequent ERM audits 

6. Taking more proactive approach 



End note 

As the world of risk & risk management continues to 
rapidly evolve, it is important to remember that ERM 
processes and activities can offer immediate value while 
iterating and becoming more mature over time.  

 

As Members, we challenge ICPAK to carry out a similar 
survey for Kenyan organizations to provide a basis of 
continued investment in ERM for value addition and 
competitive advantage rather than just for 
compliance. 
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4.0 Discussions, 
Questions and 
Answers 
 
“Properly implemented, ERM can 
help organizations pursue 
strategic growth opportunities with 
greater speed, skill and 
confidence by aligning the 
organization’s risk taking with its 
core competencies and risk appetite..” 
 
              - Protiviti, 2016 
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Thank you  
for your participation! 


