Emerging Risks:

Strategic Decision-Making in
the Face of Uncertainty

In Association with

1 - Strategic Decision-Making in the Face of Uncertainty

2 - Strategic Decision-Making in the Face of Uncertainty

Emerging Risks:

Strategic Decision-Making in
the Face of Uncertainty

Contents
Introduction................................................................................................................................................................. 4
Foreword .......................................................................................................................................................................5
Executive Summary . .................................................................................................................................................. 6
The Survey....................................................................................................................................................................7
Top Five Perceived Global Emerging Risks.............................................................................................7
Global Emerging Risks by Rank......................................................................................................................... 8
Predicted Impacts of Emerging Risks............................................................................................................... 9
Risk Measurement Tools Currently Employed & Tools That Should be Employed.......................................12
Efficacy of Currently Used Risk Evaluation Methodologies and Tools...........................................................14
Distribution of Risk Information.......................................................................................................................15
Methods of Risk Communication.....................................................................................................................16
Challenges in Identifying and Assessing Emerging Risks...............................................................................17
Efficacy of Risk Information Integration......................................................................................................... 18

Conclusions and Recommendations........................................................................................................................19
Methodology.............................................................................................................................................................. 20
About Oliver Wyman.................................................................................................................................................. 23

3 - Strategic Decision-Making in the Face of Uncertainty

Introduction
Alex Wittenberg, Managing Partner, Corporate Risk
Oliver Wyman
The past 18-24 months have been tumultuous as we saw many “emerging” or
“long tail” risks become “actual” risks, fundamentally impacting all sectors of
the global economy.
Given the pace, scope and severity of recent events, we wanted to better
understand how organisations viewed the emerging risk landscape and the
effectiveness of the tools and approaches used to identify, assess and analyse
emerging risks. To achieve this goal, Oliver Wyman commissioned FT Research
to conduct a global survey of executives across all sectors of the economy. The
survey was supplemented by a number of individual executive interviews and events in New York, London and Hong Kong.
The emerging risk forecast indicates that executives continue to see a challenging business environment for the
next 18-36 months, driven by the repercussions of the financial crisis. Organisations are grappling with the
conflicting challenges of near-term survival and long-term viability. High profile risks of only a few months ago, such
as rising commodity and energy prices and terrorism have been overtaken by concerns about the global recession,
liquidity/credit availability and regulatory intervention.
The research also highlights that many organisations do not have the necessary tools and capabilities to deal with
emerging risks, essentially struggling with four key issues:
• Aligning effective risk management processes within the organisations
• Selecting the appropriate tools or methods for measuring risk
• Applying sufficient resources to interpreting and utilising available risk information
• Communicating risk information to those who need it
The result: risk management is disconnected from financial and strategic decision making processes and provides
limited value.
The explicit integration of risk into the strategy development process is one of the most important goals of corporate
risk management. Rising from the current economic situation, there will be winners and losers. How organisations
use their understanding of risk to evaluate and position their business units and product mix, and test strategic and
operational options will separate those that will ultimately fail, those that merely survive, and those that will dominate
their industries.
Our survey report comes at a time when many organisations are questioning both the value and effectiveness of
risk management processes and tools. We hope this report provides your management team with the comparative
benchmarks to assess your company’s ability to recognise, evaluate and respond to emerging risks.
Alex Wittenberg
August 2009
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Foreword
by Gillian Tett,
Assistant Editor, Global Markets, the Financial Times
In the last year, risk has come to be seen as a four-letter word—or so the joke,
among some businesses currently goes. Three years ago, the world was basking
in the so-called “Great Moderation” era, or “Nice Decade”: inflation was low,
money was cheap and there was steady growth in almost every corner of the
world. As a result, the type of “risks” that companies worried about tended to be
long-term or relatively abstract in nature, rather than immediate or direct.
But over the past year, a string of banks have collapsed, a host of companies have lost access to working capital and
the global economy has tipped into a recession. Little wonder, then, that this year’s survey shows that companies
around the world have become obsessed with tangible threats, such as the danger of a global economic slump or
the further evaporation of liquidity. Nor is it a surprise that the time horizon of such fears has shrunk: in the current
environment, immediate survival is key, and worrying about the outlook over the next decade seems a luxury.
There are at least two striking observations that can be made. First, the events of the last year have shown senior
company executives that risk is not an issue which can be delegated to a dedicated risk management department
or outsourced and then ignored. Instead, chief executive officers and corporate boards have had a brutal lesson in
the importance of keeping a “hands on” attitude towards risk management, and ensuring they understand those risk
issues in full.
Second, the turmoil of last year has tested the survival skills of countless businesses. No longer is the concept of “tail
risk” (or extreme outcomes) a theoretical manner: executives have seen it first hand. And having witnessed it once—
say, during the shocking collapse of Lehman Brothers—they are unlikely to forget that lesson easily. A whole new
generation of executives, in other words, has now seen that systems can occasionally collapse.
But while those two points might in the long term—just possibly—help to create a healthier, better-equipped business
community, they offer limited comfort in the short-term. Right now, after all, the main focus of most businesses
remains survival. And it may not be that easy in a world where there is still the potential for more economic aftershocks that could test the risk management skills of businesses around the world.
Gillian Tett
August 2009

Gillian Tett is currently an assistant editor at the Financial Times, where she oversees the
newspaper’s global coverage of the financial markets. In addition to shaping the strategic direction
of the coverage, she writes commentary and analytical pieces, and runs the global team.
In 2007 she was awarded the Wincott Prize, the premier British award for financial journalism for
her capital markets coverage. Gillian is also the author of Fool’s Gold: How Unrestrained Greed
Corrupted a Dream, Shattered Global Markets and Unleashed a Catastrophe.
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Executive Summary
The practice of risk management is utilised by virtually all major global businesses. Organisations around the world
employ risk departments, outsourced risk management teams and many types of risk management tools and
methodologies in order to better understand and assess emerging risks and prepare for their occurrence. Why, then,

did so many global organisations appear to have been caught flat-footed by the current economic slowdown and
liquidity freeze?
FT Research and Oliver Wyman undertook a study aimed at learning how today’s global organisations utilize risk
management to manage their businesses better. The research took a look not just at the tools these organisations
use, but at how risk information is communicated within the organisation and how that information is utilised
to mitigate exposures. The study also examined executives’ opinions about the overall effectiveness of their
organisations’ risk management skills and capabilities, including feedback addressing the tools and methodologies
that would be of most value.

“It’s the implementation of risk management that failed,
not the practice itself.”
–Chief Risk Officer, Financial Services sector

Overall, the goal of this research was to determine if there were common areas to which greater efficacy could be
brought, in order to better prepare for the impacts of emerging risks and to allow organisations to continue pursuing
their business strategies while accounting for the potential ill-effects of emerging risks.
The survey results highlight the fact that many organisations continue to use a limited range of risk identification and
assessment techniques, and do not effectively communicate and apply the risk information that the organisation
does collect. With increasing stakeholder focus on corporate risk management, organisations must review their
efforts to ensure risk information is effectively integrated into operational and strategic decisions.
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The Survey
Global Recession and Liquidity Seen as Key Emerging Risks
Over 350 executives from around the world responded to the survey, which was conducted in the winter of 2009.
More than one-third (38%) of respondents believed that the global recession was the greatest risk to their organisation
over the next 18-36 months, with 80.4% of respondents listing it among their top five risks. The next-most-referenced
risk was liquidity, with 70% including it in their top five. Changes in governmental regulations and policies, financial
market volatility, and the potential collapse of a major economy, in that order, were most frequently noted as additional
key emerging risks. It is clear that the most significant categories of perceived emerging risk for this group of
respondents are macro-economic and financial in nature.

The Top Five Perceived Global Emerging Risks

Ranked #1
Ranked #2

Top Five Perceived Global
Emerging Risks

Global Recession

Ranked #3
Ranked #4

Liquidity/Credit Crunch

Ranked #5

Regulation Policy Risk
Financial Market Volatility
Major Country/Economy Collapse

Percentage of Respondents

Macro-Economic and Financial Risks Seen as Most Threatening
“We have technology challenges and we have staffing challenges and we have foreign currency exchange challenges
and [others],” said the senior vice president (SVP) of corporate strategy and business development at a software
company. “But they’re all much less important than the macroeconomic problem of world trade dropping so quickly
and so much.”
Events in the environmental, technological and societal categories were seen as key emerging risks by a smaller
percentage of respondents, and many of these were driven by industry-specific challenges. For example, the vice
president (VP) of enterprise risk management at a technology company noted: “There are technology shifts going
on in the marketplace, things that are made possible by new technologies, whether it’s cloud computing or smart
infrastructure. There’s the ability to do new things in new ways that represent non-traditional ways of selling or
putting technology into offerings.”

7 - Strategic Decision-Making in the Face of Uncertainty

Global Emerging Risks by Rank

Global Recession
Major Country/Economy Collapse
Cost Inflation
Regional and Global Supply Chain Fragility
Supply Chain Quality
Resource Scarcity
Shifts in Economic Powerhouses/Emergence of Multi-Polar Global Economy
Liquidity/Credit Crunch
Financial Market Volatility
Commodity Price Volatility
Regulation/Policy Risk
Increased Protectionism and Associated Policies
Expropriation/Political Risk
Declining Influence of Inter-Governmental Security Regimes
Terrorism/Acts of War
Energy/Resource Security
Aging Populations in Mature Economies
Growing Demands for Sustainable and Socially Responsible Business Practices
Pandemics/Infectious Diseases
Migrations (including growth of megacities)
Chronic Disease
Accelerating Pace of Technological Change
Data/Intellectual Property Theft
Cyber-Terrorism
Mobile/Pervasive Computing
Nanotechnology
Climate Change
Natural Catastrophe/Extreme Weather

65.6%
24.7%
8.3%
5.5%
2.8%
2.1%
1.7%
50.2%
30.1%
12.3%
27.6%
7.2%
4.2%
0.5%
5.6%
3.2%
2.5%
2.5%
2.5%
0.7%
0.4%
5.9%
4.5%
1.6%
1.1%
0.1%
4.4%
4.3%

0%

Risk Categories
Macro-Economic
Financial
Governmental
Societal
Technological
Environmental
20%

40%
60%
Percentage of Respondents

80%

100%

Numbers represent a weighted average reflecting respondents’ ranking of key global emerging risks as 1-5, in descending order.

“It’s nice to be thinking about emerging risks five years
down the road, but you’ve got to survive first.”
–Divisional President, Chemical sector
Risks in the mirror may be closer than they appear
In examining the survey data, it becomes apparent that the perception of emerging risk is transient, and highly
correlated to a respondent’s specific industry sector and/or geographical location, as well as the 18-36 month
timeframe under consideration. The proximity to a recent event also significantly impacts perceptions of the future.
To this point, in March 2009, the Financial Times published more than 100 articles that included the phrase “global
recession,” the survey’s top-ranked risk. During the previous summer, the record-breaking price of crude oil and
resultant rise in petrol prices garnered front page headlines. Yet, in this year’s survey, only 12.3% of respondents
(weighted ranking) listed “Commodity Price Volatility” as a key emerging risk to their business. Furthermore, only eight
years after the attacks of September 11th, 2001, just 5.6% of respondents (weighted ranking) listed “Terrorism/Acts of
War” as a key emerging risk.
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“It’s nice to be thinking about emerging risks five years down the road, but you’ve got to survive first,” said one
divisional president of a manufacturing company, a statement that seemed to reflect respondents’ focus on events
that are currently taking place rather than on ones that are not an immediate concern.

“An event, action or something similar which is new
and likely to impact, either positively or negatively, on
investment decisions.”
–Managing Director, Financial Services sector

Indeed, there were differing views as to what constitutes “emerging risk”. The managing director of a financial services
company defined it as “an event, action or something similar which is new and likely to impact, either positively or
negatively, on investment decisions”.
“What’s different in the world, and what’s different because of the way we’re now doing business?” noted a technology
executive. “Sometimes [it’s] those things independently, or sometimes [it’s] where those two things come together.”
An energy company SVP defined it as such: “Emerging risks are those risks that probably don’t have an area assigned to
manage them as they evolve over time within a corporation.”

Predicted Impacts Of Emerging Risks
Impacts Of Global Recession:
Drive Cost Management
Strategies
Affect Financial
Growth Trends
Implement Changes
To Cost Base

43.5%
31.1%
29.2%

Impacts Of Financial Market Volatility:

Impacts Of Major Country/
Economy Collapse

Affect Financial
Growth Trends

36.4%

Affect Financial
Growth Trends

28.0%

Develop Alternative
Sources Of Capital

33.1%

Change/Develop
New Customer

20.0%

Drive Cost
Management Strategies

28.1%

Expansion In Emerging
Economies

19.0%

Impacts of Liquidity/Credit Crunch:

Impacts Of Regulation/Policy Risk:

Develop Alternative
Sources Of Capital

43.0%

Greater Regulatory
Requirements

59.1%

Affect Financial
Growth Trends

32.0%

Taxation (Direct And
Indirect) Changes

20.5%

Drive Cost
Management Strategies

33.0%

Drive Changes In
Corporate Structure

19.7%
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Impacts of Emerging Risks Include Decreased Financial Growth and a Focus on Cost Management
Respondents were also asked to identify how the risks would impact their organisations’ strategy and operations,
including the anticipated response to the risks. The expected impacts of the emerging risks were diverse. That noted,
all viewed the operational and strategic consequences to an organisation as significant. “The world has changed and
you just wonder what happens next,” stated the chief financial officer (CFO) of a rental and leasing company. “Not just
from the economic view, but from a social and political point of view.”
Respondents expected that the primary impacts of the global recession would be in areas of cost management,
financial growth trends and their businesses’ cost bases. For those who noted a prohibitive liquidity situation as key,
the most frequently identified impact was the need to develop alternative sources of capital, followed by changes to
financial growth trends and then cost management strategies.

“You can be sure that 2009 is going to mean people aren’t
going to be making investments they had planned to.”
–Senior Vice President, Media sector

Ensuring liquidity and managing costs were themes for many of the respondents. “There’s a lot of headcount coming
down. There’s a lot of fleet being sold. We’re trying to make sure we just rate the organisation and the fleet to match
the demand,” said a rental and leasing company executive.
The executive vice president (EVP) of corporate strategy and acquisition at an industrials company said that his firm
had taken action to mitigate its economic risk by ensuring it would not have to seek additional capital for several
years. “We went to the corporate bond market to secure a €500M bond, which means that we don’t have to return to
the capital markets before 2013.”
The impacts of financial market volatility generated a combination of economic concerns, including growth, capital
availability and cost management. One executive, the SVP and controller of a media company, summed up the likely
impact of various macro-economic and financial events, stating, “You can be sure that 2009 is going to mean people
aren’t going to be making investments they had planned to.”
Respondents also expressed concerns about the impact of increased government involvement and regulation. One
respondent, a consumer products executive, likened the governmental risk within the US to that of an emerging
nation. “The government is imposing new controls and introducing a legal risk that one would typically look for in an
emerging market, where rules are being changed arbitrarily and without much discussion.” Respondents expected
their organisations to alter tax structures and corporate structures in response to increased regulatory risks.
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A Greater Focus on Risk Management
One of the direct impacts of an increased awareness of emerging risks is a greater emphasis on risk
management. Some respondents and interviewees indicated that their organisations had recently formulised
their risk management processes or added personnel. “The implementation of enterprise risk management
has been the change,” said one SVP of finance and strategic planning for an energy company. “Prior to that, we
had a number of cross-functional committees, but they were more bureaucratic.”
Some respondents indicated that their organisations were now assessing risk more frequently out of
necessity. In the words of the divisional president of one manufacturing company, “We assess risks now on
a much more regular basis because it’s becoming a condition of survival for many companies.” The vice
president of strategy and business development of a consumer products company concurred, noting, “There
are people specifically looking after and estimating, almost on a daily basis now, our currency risks and the
hedges that we put in place to reduce those risks.”
The near-constant monitoring of risk was also noted by the chief risk officer (CRO) of a financial services
company, who said, “It’s daily review of risks that could have longer than one-day maturities.”
Several respondents stressed that the goal of their risk identification efforts was to better understand the risk
and the potential rewards. “When you’re looking at the risk, what’s the cost of not taking it? Risk and reward
are things that go together. The fact that something has a risk to it is not an assumption that you shouldn’t
do it,” stated the SVP and treasurer of a consumer products company. “What it does mean is that you need to
understand the risk that you’re taking and make sure that the benefit you might receive, the profits that you
might make, are commensurate with the risk that you’re taking. Then it becomes a capital allocation.”
The consensus of the respondents was that the prediction of risk must constantly evolve to accommodate
new situations and emerging threats.
The SVP and treasurer of a consumer products company summarised it in stating, “The key thing about an
emerging risk or enterprise risk process is that you take some time on a regular basis to stop and think:
has anything changed in my operating environment or my opportunity set that will bring risks that I don’t
currently have?”

“Make sure that the benefit you might receive, the profits
that you might make, are commensurate with the risk
that you’re taking.”
–Senior Vice President and Treasurer, Consumer Products sector
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Risk Measurement Tools Currently Employed & Tools That Should be Employed
Risk Mapping and Decision Tree Analysis
54%

35.9%
Table-Top/Simulation Exercises

36%

18.2%
Tools and Methodologies for Measuring Risk

Externally Generated Indicatros

56%

40.3%
Scenario Analysis

71%

58.4%
Statistical Analysis/Probabilistic Modeling
29.4%

39%

Key Risk Indictators
45%
Exernal Experts

54%

47%
40.7%

Individual/Group Self Assessments
44%
42.4%
Internally Generated Indicators
64%
63.2%
SWOT Analysis

51%
51.9%

Internal Experts

57%

Should be employed

68.8%

Currently employed
0

20

40
Percentage of Respondents

60

80

“The world has changed and you just wonder
what happens next,”
–Chief Financial Officer, Rental and Leasing sector
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Executives Seek to Include More Externally Generated Data in Risk Management Tools
In addition to surveying the emerging risk landscape and its impacts, our survey also explored how organisations
are actually executing and implementing risk management. First, we examined the techniques organisations use to
first identify and interpret the potential impact of risks. Executives were asked to list the tools and methodologies
their organisations currently use to identify and prioritize emerging risks, as well as those they believe should be
used for this purpose. When these two sets of responses are charted together, the variations can be significant.

“By bringing transparency to risks and
gaining an understanding of the most
important risks . . . one becomes less
scared of it.”
–Head of Corporate Strategy Projects, Pharmaceuticals sector

Internal subject matter experts and internally generated and tracked risk indicators were the most widely used
risk management and measurement tools. Many respondents noted that their organisations have developed
an over-reliance on internal tools and experts, and wanted to put greater emphasis on external sources and
statistical/probabilistic analysis. Respondents also wanted to see more use of risk mapping, decision tree
analysis and table-top simulation.
The survey analysis demonstrated that respondents expressed a desire for their organisations to increase the use
of scenario analysis more than any other tool or method.
“By bringing transparency to risks and gaining an understanding of the most important risks, especially by
speaking to experienced people, one becomes less scared of it,” noted the head of corporate strategy projects at a
pharmaceutical company. This view is echoed by the survey responses, in which 50-60% of respondents note that
their organisations should make greater use of external experts and externally generated risk indicators.
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Efficacy of Currently Used Risk Evaluation Methodologies and Tools
Key Risk Indicators
Individual/group Self Assessments
Internal Experts
Risk Mapping And Decision Tree Analysis
Scenario Analysis
Table-top/simulation Exercises
Swot Analysis
Internally Generated Indicators
External Experts
Statistical Analysis/probabilistic Modeling
Externally Generated Indicators
0%

20%

40%

Very Effective

60%

Moderately Effective

80%

100%

Ineffective

Percentage of Respondents

Are the Currently Employed Tools and Methods Really Effective?
In general, respondents felt that the tools and methodologies their organisations currently used were reasonably effective
predictors of risk. Internal subject matter experts, scenario analysis and internally generated and tracked risk indicators
garnered the highest percentage of “effective” usage, although, as noted previously, many also wanted to see a broader
range of tools used.
“Having [a] committee in place has helped us prevent ourselves from making some mistakes and helped us avoid
some potholes that would have been ahead of us,” said the SVP for corporate strategy and business development of a
transportation company.

“The management of risk is the responsibility of all, not
just the Chief Risk Officer.”
–Director, Biotech sector
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Distribution of Risk Information
Finance and Treasury

80.9%

Departments and Roles Receiving Risk Information

Executive Committee

68.4%

Board of Directors

60.4%

Customer Relations/Sales and Marketing
60.0%
Strategic Planning/Innovation

58.2%

Operations/Business Line Management
51.1%
Legal

49.3%

Government Relations

31.1%

Human Resources
22.2%
Public/Shareholder Relations
21.8%
Supply-Chain/Sourcing
20.4%
Research and Development
19.1%
0%

20%

40%

60%

80%

100%

Percentage of Respondents

So Much Information, So Few Recipients
Departments and functions must receive emerging risk information in order to use it. According to the survey results,
there is no single department or function that is given risk information as a matter of course. Instead, it varies from
organisation to organisation.
Respondents were asked to identify all those departments that regularly receive risk management information. The
data shows significant gaps in the dissemination of risk information. While the vast majority (80.9%) of organisations
provide the information to their finance and treasury departments, just 68% of executive committees and only 60%
of boards of directors receive it. Only 58% of planning/innovation departments have regular access to findings on
emerging risks. Given the role of these groups in managing and overseeing performance, developing new strategies, and
creating long-term value, the survey data points to the real limitations on effective risk management generated by these
communication shortfalls.
“Non-executive directors spend all their lives in the dark, are given little and late information, and still need to make the
most groundbreaking decisions,” stated a managing director of a financial services company.
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Equally surprising, less than 25% of respondents regularly provide emerging risk data to human
resources, research and development, and supply chain management departments. These departments
are critical to maintaining effective relations with employees, suppliers and customers—often the most
significant generators of risk.
A director of a biotech company added to the argument in favour of wider dissemination of emerging risk
information, stating, “The management of risk is the responsibility of all, not just the Chief Risk Officer.”

Methods of Risk Communication
Executive Committee Meeting
72.9%

Methods of Communicating Emerging Risk Information

Periodic Updates Prepared and Distributed Formally by an Internal Team
47.1%
Incorporated into Strategic Planning Exercises
45.3%
Audit Committee Meeting
44.0%
Included in Annual Risk Report Provided to Board
40.4%
Informally/Ad Hoc via Direct Manager
37.3%
Included in Standard Risk Reports
28.4%
Dedicated Section of Risk Dashboard
13.3%
Subscription to News Feeds
10.7%
Posted on Intranet
6.0%
0%

10%

20%

30%

40%

50%

60%

70%

80%

Percentage of Respondents

“If senior management is not available to listen, then I
think the whole thing is sort of useless.”
–Chief Risk Officer, Financial Services sector
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Emerging risk information is disseminated using a wide variety of methods, with the most common being meetings of
the executive committee and periodic updates formally prepared and distributed by an internal team. Audit committee
meetings and annual updates to the board of directors are also vehicles used to communicate emerging risk information.
Surprisingly, only 45% of companies use the strategic planning process as a means to communicate and discuss
emerging risks. As important as the medium, though, is the receptiveness of the intended audience, according to
respondents. “It’s verbal, it’s written, and it’s reported, but I think it’s important to be able to communicate to senior
management. If senior management is not available to listen, then I think the whole thing is sort of useless,” said the
CRO of a financial services company.
One respondent, the SVP of an energy company, explained that it was important for senior executives to understand
what was being reported by the risk management group. “It’s getting a lot of visibility in the sense of getting a common
language around risk, getting an acceptance that risk is not something to avoid. Risk is something to manage.”

Primary Challenge in Identifying and Assessing Emerging Risks

Interpreting/Aligning the Data to the Company’s Strategies and Operations

17.8%
37.3%
11.1%

Ensuring Senior Leadership Focus
Applying Appropriate Company Resources and Time
Insufficient Analytical Capabilities and Methodologies

12.4%

20.4%
Obtaining Information

Organisations Find it Challenging to Successfully Integrate Risk Information
Respondents were asked to select the greatest challenge in identifying and assessing risks. Thirty-seven percent of respondents
agreed that interpreting and aligning the data to their organisations’ strategies and operations were the primary challenges in
identifying and assessing emerging risks. Put differently, over one-third of the organisations cannot effectively interpret the risk
information in terms of the impact on their organisations’ strategy or operational goals.
One executive, the vice president of enterprise risk management for a technology company, explains the integration challenge
thusly: “There is art and then there’s science. It’s not just science and you’re not going to figure it out just by looking at data. You
have to have business and market insights to be able to understand how to connect dots that haven’t been connected before,
and to be able to see the potential for integration across business units that you might not have seen before.”
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The application of appropriate organisational resources and time were stumbling blocks for 20.4% of respondents, in
terms of being able to identify risks. “Crystallizing the company to action was clearly increased after there had been a
mistake or two,” stated an SVP of a media company.
Additionally, executives reported that they were spending more of their time addressing emerging risks since the
beginning of the credit crisis. “It was maybe ten or fifteen percent before, and it’s probably forty or fifty percent now. That’s
quite a bit of an increase [in time spent on risk monitoring],” said one consumer products executive.
Risk integration efforts sometimes alter longer-view plans. A consumer products executive stated, “We integrate a risk here
and there, and then we see as we go along. Obviously, you tend to try to forget some of the long-term strategies because
they’ve been thrown away with the bathwater. You need to look at very short-term issues to make sure that you’re okay.”
Obtaining good intelligence on emerging risks can also be a challenge, as noted by one manufacturing executive. He
explained that in his industry, the same syndicated risk research purchased by his organisation is also available to its
competitors, making it difficult to gain an advantage in this area.

Efficacy of Integrating Emerging Risk Information into Decision-Making Processes
Strategic Planning
57.6%
Capital Allocation/Capital Investments
51.2%
Operational Planning

Key Decision Making Processes

48.4%
Mergers and Acquisitions
36.1%
Sales and Marketing
37.8%
New Country/Market Entry
36.4%
New Product/Service Development
35.5%
Sourcing and Supply-Chain Planning
32.7%
Research and Development
32.3%
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Percentage of Respondents Stating Integration is “Very” or “Highly” Effective”
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60%

Effectiveness of Risk Information
Despite the limitations in risk information distribution and the challenges noted above, many respondents nonetheless
believed that their organisations were generally “very” and “highly” effective at integrating emerging risk information into a
variety of decision-making processes. Strategic planning, capital allocation/capital investments and operational planning,
specifically, were seen as having the highest level of efficacy with regard to the integration of emerging risk information.
Yet just 45.3% of organisations incorporate emerging risk findings into strategic planning exercises. This may reflect the
bias of the roles of the executives surveyed, however, as they were more frequently drawn from these areas than from
other departments.

Conclusions and Recommendations
The survey data highlight the continued dichotomy regarding risk management that many organisations exhibit:
a widespread acknowledgement of the significant business impact of emerging risks, yet continued limitations on
consistently applying and integrating risk information into ongoing business and decision-making processes. Risk
management remains distinct from “regular” business decisions.
Executives must lead their organisations to better utilise and embed risk information into ongoing decision-making
processes with the following steps:
 First, review the existing risk identification and assessment processes to determine if there are ways to
enhance them by additional use of external data and a greater variety of techniques.
 Second, map the flow of risk information within the organisation: do the right people receive the right
information at the right time?
 Third, examine the format of the risk information to determine if it is currently provided in an
arrangement and a timeframe that support ongoing business decisions. Risk information should be
integrated into the key performance metrics, strategies and operations of the business to ensure the
risk taken is commensurate with the reward over a comparable time horizon.
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Methodology
FT Research and Oliver Wyman researched the topic of emerging global risk with 350 senior executives of global
organisations with annual revenues of $1B and higher.
In its entirety, the research project consisted of a series of conferences held in New York, London and Hong Kong;
a survey conducted and verified by an independent third party; and a series of one-on-one interviews in which a
number of survey respondents participated.
“Emerging Risk” as a topic was not defined by the interviewers or survey-takers, but was instead left open to the
interpretation of the individual respondents.
The research was undertaken to find out which risks executives felt were the most important, what the impacts
of these risks would be to their businesses, and to identify the types of tools and methods of risk management
organisations currently employed. It examined the way that risk was communicated and integrated into these
organisations’ businesses. The investigation concluded with an examination of whether or not executives believe that
their organisations successfully integrate risk management across key departments and functions.
Responding executives lead organisations across a wide spectrum of business sectors, including financial services,
energy, consumer products, computers and communications, mining and metals, transportation and retail. Nearly
30% of the respondents were from the financial services sector. The respondents were drawn primarily from the
finance, risk management and strategic planning areas of their respective organisations.

Corporate/Business Unit Alignment

35.4%
64.6%
Business Unit Group Level
Corporate Level
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Respondents’ Companies’ Global Annual Revenue

More than $40bn
18.1%

19.2%
$20bn-$40bn

8.8%

$10bn-$20bn
$5bn-$10bn

26.9%

10.4%

$2bn-$5bn

16.5%

$1bn-$2bn

Respondents’ Titles
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31.5%
30

Percentage of Respondents

25
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Chief
Operating
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Chief Legal
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General
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Head/
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50

1.5%

Chemicals

2.3%
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2.7% 2.7%

Healthcare
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All Other
Industries

3.1% 3.1%
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3.5%
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5.0%
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Not for Profit
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6.2%
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Respondents’ Business Sectors
29.2%

25

20

15

10.8% 10.4%
9.2%

6.2%
4.6%

1.2%

Geographical Breakdown of Respondents’ Business Locations
56.5%

30.4%

8.1%

2.7%

2.3%

60

About Oliver Wyman
With more than 2,900 professionals in over 40 cities around the globe, Oliver Wyman is an international management
consulting firm that combines deep industry knowledge with specialised expertise in strategy, operations, risk
management, organisational transformation, and leadership development. The firm helps clients optimise their
businesses, improve their operations and risk profile, and accelerate their organisational performance to seize the
most attractive opportunities.
As part of Marsh & McLennan Companies (NYSE: MMC), Oliver Wyman is also able to draw on experts from our sister
companies in the areas of brand and identity management, microeconomics, human capital strategies, insurance,
and security. For more information, visit www.oliverwyman.com.
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