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Basic Risk Types

A The number of possible sources and combinations of sources of risk is almost
beyond classification
A The primar evolve around the origin of the risk and
around the nature of tf
The most obvious initial classification of Over and above this basic classification,
risk is to differentiate it in terms of the risk risk can also be classified in terms of the
Iev which it pecific nature of the riskits origin and
impacts characteristics, and the extent to which the
A Strategic risk risk is dependent upon or linked with other
A Change or project risk risks
A Operational risk A Financial and knowledge risk
A Unforeseeable risk A Internal and external risks
A Speculative and static risks
A Risk interdependency
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Basic Risk Types (contkl)
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Cost oves
Operating controls
Poor capacity management
Supply chain issues
Employee issues, inchiding fraud
Bribery and corruption
lation

Debe and interest rates
Poor financial management
Asset losses

Goodwill and amortisation
Accounting problems
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What Can Be Strategic Risk?

A Strategic risk relates to risk at the corporate level, and it affects the development and
implementation of an organisation's strategy
T Strategic risk includes risk relating to the long-term performance of the organisation

Typical examples

A The strategic plan
might b
A Incorrectassumptions
may have been made
A Theenvironment
may have been
incorrectly assessed
A Sufficientresources
may not be available
A The plan might not
actually represent
where theorganisation
really wants to go
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A The original strategic

plan may have been

orrect but interna

changes may have

ompromised it

A Internat
organisationsmay
have led to a loss of
efficiency

A Requiredchangesin
operationabrocesses
may not have been
introduced

A Plannedchangesmay
not havedelivered
what was required
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A The original strategic
plan may have been

eorrect but externa

changes may have

sompromised it

A Theexternal
environment may
have changed
significantly

A New competitors
may have emerged

A New competing
products may have
been released

A Statutory controls
may have changed




Current and Desired Positions
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A Point A: Current position. This is where the company is now
i The position is determined by a number of factors including market position, size, vulnerability,
gearing, asset base and so on

A Point B: Desired position. This is where the company directors want to be in X years'
time
T Again, this position can be determined and described using a wide range of variables

A The direct route to B represents the course upon which the company wishes to
progress e
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Strategic Risk
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A In charting the direct route from A to B , there will be a range of both foreseeabl
unforeseeable risks impinging upon this course
T Some will be large risks; some will be small
T Some may occur and some may not
i Each one that does occur will affect the course of progression of the organisation from A to B.

A The organisation's strategy to get from A to B is really the collective management of
these numerous competing risks é
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Strategy Displacement

A The risks that stand between position A and position B cannot be accurately
determined
T They may affect the achievement of the strategy more in some areas than in others
i Wholly unforeseen events might affect the viability of navigating between A and B

i The net result is that the company evolution suffers deflections as it attempts to implement the
strategy or stay on course

T Some risks have a greater impact than the strateg

A The netresultis a general divergence o r  drenetheddesired course é
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