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Disclaimer

RiskPost is the newsletter of the New Zealand Society for Risk Management. RiskPost welcomes contributions from members of the society. Any such contributions do not necessarily represent the views of the society has a whole, although from time to time RiskPost will publish items setting out the views of the society on particular topics.
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Catherine Sneyd
Projects nowadays all have risk registers – those pieces of paper that are brought out regularly in project meetings and given a cursory glance.  “Any more risks to add?” is asked, heads shake, and the register is put away until the next week’s project meeting.

I hope that is not the state of risk management in your organisation’s project management community.
Project risk management is far more complex than making plans for the ubiquitous project risks: key people leave, key people are unavailable, there is a lack of management buy-in.  Yes, these are risks to the vast majority of projects and can need to be mitigated against, but identification of project risks needs to go much further than the obvious.

Good project risk management does not stay with the generic – it delves into the specific.  Whatever type of project it may be, whether it be an IT project or a construction project or a mining project, there are a number of very specific risks that will need to be identified, analysed and evaluated in order to give the project its best chance of success.
An IT project, for example, will look at the different systems that it affects and calculate any additional operational risk it is adding to the business with this development.  What risk will it introduce into other areas of the business?  Does it risk causing instability in other critical systems?  Does it risk causing unacceptable customer outages?  But if the project does not go ahead, what will the company risk in terms of lost customer revenue or market share?
A good project manager will assess all areas of risk - and enable the making of sound business decisions based on a substantive and substantial assessment and evaluation of the project’s risks.

Project costing is another under-used application of risk management.  Were you aware that the sum of the most likely costs of all the individual projects in a program of work is not the same as the most likely cost for the program of work as a whole?  Because of the uncertainty inherent in business process and in project management, merely adding the most likely costs of each project to get the total program cost pretty much guarantees that you will end up with a budget that is woefully inadequate for its intended purpose.  It is a recipe for program failure.
I will spare you the mathematics, but if you want more information on this, check out the links at the end of the newsletter.

And in the meantime, the next time a project risk register is brought out in a project meeting, think – really think – about the risks the project faces.  You never know - the results may surprise you.
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John Russell-Hodge
Starfish Consulting

I want to share ideas about how management risk tolerance impacts on change initiatives.  In doing so it is of course essential to find out what the Hebrew word “chupchik” means and advise on how  to easily get something in a shop in Israel (or anywhere else for that matter) if you don’t know the name of it in Hebrew (or any other language being actively pursued by those around you).   We will follow a diverse route.

I first came across “chupchik” in 1989. I was a consultant working at British Airways, invited to attend a “very significant event”.  BA had invited Eli Goldratt to talk to engineering managers. He authored “The Goal”, “Critical Chain” and founded the Theory of Constraints.  He is also the only person to make money from a novel based on operations management theory.  

Four hundred people packed the main canteen. A hush rose up as He entered.  He had a cigar. No one ever smoked in the BA Engineering canteen.  But he had a cigar, and it was lit.  

Without notes he proceeded to download a stream of consciousness using only an overhead projector, a rotating roll of film, and a water-soluble pen in the dimmed room.  And his cigar. A very big cigar, one that needed a tripod to rest it on. When he breathed in the cigar glowed red like the port light on a wingtip. The room went a little darker. 

He came across rather like Edward de Bono without the sitting down.  For four hours he spoke with the surety that only a PhD-physicist-manufacturing-guru-revolutionary could.  He had a “been there, done that” aura of self confidence, more than adequately reinforced by the four minders who had accompanied him and the brain that pulsed and glowed behind his eyes. 

I took copious notes in my Filofax, my Personal Analogue Assistant.  Most memorable was a diversion in which he considered change management fads besetting the then manufacturing world and, since then, everyone else’s.  Total Quality Management, Business Process Reengineering, Just in Time.  All had been derided, but unfairly so, said Goldratt.

He drew a Pareto curve, commonly used in fault analysis as below (with thanks to http://syque.com/improvement/Pareto%20Curve.htm), and often called in engineering circles “ABC analysis” where “A” inventory items sit at the “port” end of the x scale.  Manage this small number of most significant items and you take care of most of the problem. So the theory goes.
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Goldratt applied this approach to Senior Management problem solving. Substitute “issues impacting on our business performance” for “causes of punctures” and you get the idea.  There was a core difference between champions of “TLA” initiatives that succeeded and those also-rans who failed.  The latter went through the motions rather than grasping the hard bits.  They inevitably failed and gave the “XXX” approach a bad name and its “fad” status.

The real difference, Goldratt said, was that pioneers actively used the technique to engage with the fundamental “A” type problems in their organisation. Focussing on real issues always made a difference.  Tackling left hand problems was, however, riskier.  It could mean risking the company if the solution failed.  “We need to change our culture to deliver total quality service to our customers by changing our entire service delivery model”, for example.  Not succeeding in such a change initiative could be so disastrous as to kill the business.  Or it could lead to huge gains, redefinition of world class performance and an article in the Harvard Business Review.

For other organisations, the faddists, they implement their “XXX” solution at the starboard end of the curve, Goldratt argued, they implement as chupchiks.  He drew an ellipse over the flattened section of the curve and shouted “chupchik” as he scribbled in Hebrew with a flourish.  He then returned to his theme about inventory level trends in late twentieth century airline businesses.  Chupchiks had been but a brief aside.

However, one brave soul at the back of the room interrupted the flow.  “Could you, er, define Chupchik, for me, please…  er….Sir?”  With a room of four hundred people travelling with me, I was transported back to infant school when questions were never asked for fear of being shown up.  There was a sudden void in the room, an expectant hush, a twisting of heads. 

Seven hundred and ninety eight eyes searching.

Gazes returned to Goldratt who shrugged his shoulders and said simply. ”A chupchik is pissing in the wind and feeling good while you’re doing it”.

Lights went on and laughter rang out.

The analysis works for everyone.  How many chupchiks do you have in your work? your life?  Things that you do for the sake of doing them mainly because they feel comfortable even though they add little value.  ISO 9000 anyone?  They also have the added advantage that they use up time that should be devoted to looking at core, riskier, issues.  

It seems to me that many organisations may even have risk processes that are “chupchiks”, producing registers full of starboard with not much port. “Had the workshop; got the register, so how come we’re not winning?”  Of course this needs senior management capable of championing risk and change.  They are a rare breed.

But what of buying overseas?  I googled “chupchik”.  For David Bogner (http://bogieworks.blogs.com/treppenwitz/2007/05/the_chupchik_fo.html) it is a really useful word, akin to “thingummybob” or “whatdoyoumacallit”.  You use it when you don’t know the name of something.  So if you are in a shop in Israel, point at something and say “chupchik”.  You become immediately fluent.  David points out this only works for things within arms reach. He recommends using a laser pointer to pick out more remote objects: “if I simply carried a laser pointer around with me I could easily point to anything I could see and I would immediately be understood. Not only that, but once an item had been targeted by the little glowing dot, the salesman/mechanic/co-worker would helpfully exclaim, "Oh, you mean the [fill in the correct Hebrew word for whatever I had indicated]".  
This is my tip for the day and my value-add.  It will work in any language although, as David points out, airlines prefer you not to take laser pointers on as hand luggage.  Perhaps it’s the red glow of the chupchik-man that they are really afraid of.

John Russell-Hodge is a Senior Consultant with Starfish Consulting.  He can be contacted at john.russell-hodge@starfishconsulting.co.nz
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Ilan Kelman

http://www.ilankelman.org
In the November 2004 issue of RiskPost (issue 4, number 3, pages 11-13), I discussed the notion that "natural disasters do not exist".  This statement has appeared in more than three decades worth of risk and disasters research and practice.  The argument is that environmental events--such as earthquakes, floods, and wind storms--are normal and neutral, often being essential parts of an ecosystem.  When people build and live in areas affected by these environmental events, then they are responsible for understanding nature and for avoiding adverse impacts.

When that does not happen, a disaster can result.  Therefore, disasters are not a result of environmental events, but of human decisions not to avoid adverse impacts.  Of course, our knowledge is never complete, yet established techniques exist to make decisions in the face of uncertainties and unknowns, even though they are often not applied in the case of disaster risk reduction.  The conclusion is that no disasters are 'natural'.  Instead, they are all human-caused.

The counterargument is that a disaster would not have happened without the environmental event.  Yet the disaster would not have happened without the human decisions.  Both nature and humans are needed for a disaster to occur; however, only humans (not nature) have the ability to avert a disaster.

Some authors have extended this argument to global cataclysms, such as meteorite strikes.  The rich amongst us have the resources to monitor beyond the solar system to identify possible threats, yet they choose not to.  The USA, for example, has spent well over NZ$1 trillion on the Iraq war.  The resources for deep space monitoring exist, but the active choice is to use those resources for other purposes.  Should nature or humanity be blamed if an asteroid or comet heading towards the Earth is identified too late to take action?

This discussion has been taken even further to ask 'Do natural hazards exist?'  Nature produces phenomena--such as earthquakes, floods, wind storms, and meteorites--which can be hazardous to humanity.  But they are only hazardous because of human choices.  If rain comes through my window and ruins my carpet because I decided not to close my window, is the hazard the rain or my lack of forethought?  If I approve a Wellington development without earthquake-resistant measures, is the hazard the earthquake or my decision?

Any environmental phenomenon could be termed a 'natural hazard'.  Stepping off a cliff reveals the gravity hazard.  Rather than suggesting that we mitigate against gravity, instead we build cliff fences, erect warning signs, and describe the dangers to children.  That is, we mitigate against the human decision hazard rather than blaming nature for gravity.  After all, gravity is frequently useful.  Should similar standards apply to rain and earthquakes which are also frequently useful?

Nature does not create hazards; we decide that they can be hazardous to us.  

In the same way that natural disasters do not exist because society constructs situations where they can occur, perhaps environmental phenomena are interpreted as 'natural hazards' only because society constructs situations where nature's events are hazardous to us.
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Mike Wood
Risk is in the news – or more precisely, the “re-pricing” of risk. A peculiar turn of phrase, since many would argue that risk was never “priced” in the first place for some of the lower quality fixed interest investments available in New Zealand. After all, how could risk be priced when it wasn’t disclosed? In a repetition of the XYZcorp floats of the 80s, and the .com floats of the 90s, the existence of a nicely presented prospectus seemed to be all that was needed to get the money flowing in, helped in some cases by lots of television advertising fronted by trusted and iconic New Zealanders.

So should investors have been able to price the risk by carefully analysing the figures in the prospectus? That’s doubtful, in my opinion. Risk disclosures need to be in plain language, not hidden from sight by complex financial engineering. Even the big ratings agencies (which only a handful of the bond issuers in New Zealand use – mainly the largest ones) admit they get it wrong sometimes, so how can ordinary Mum and Dad investors have any hope of figuring it out? They can’t, of course, so they rely on investment “advisors” – many of whom operate on a commission basis from the companies they are advising people to invest in. 

What are risk management practitioners to make of all this? Firstly, as is the case for many risks that eventuate within our own organisations, everyone is wise after the event, including the media. Risk never gets a mention while things are going well.

Secondly, the principles behind good risk management practice remain true for all risk contexts, including financial risk. But a glance at our membership list would indicate that we have few members from the finance sector. Why is that? Could it be that holistic risk management, AS/NZS 4360-style, is not considered relevant to them? Is this because most financial risk “management” is actually focused only on risk analysis and treatment? Use of the term “re-pricing” suggests that the problem was with the analysis, whereas it could be argued that the risk wasn’t identified adequately (or disclosed) in the first place.

As a Society focused on “improving the knowledge and management of risk in New Zealand”, we need to embrace the challenge of ensuring that all sectors, including the finance sector, are utilising best-practice risk management. 

Executive Director

Elsewhere in this issue, you will see an advertisement for expressions of interest in the Society’s new Executive Director position, which is a part-time role. It would best suit a risk management practitioner, so it is very likely to be filled by a current member of the Society – someone reading RiskPost right now! Why not give it some thought?
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Mike Wood

Chairman
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Climate Change Seminar Notes now available
The Climate Change Seminar was held at Te Papa on July 10.  For those of you unlucky enough not to attend, notes for this seminar are available from the Risk Management Society at a cost of $60.

Upcoming seminars
Corporate social responsibility will be the subject of our 4 September seminar.
NZRMS Environmental Special Interest Group 

The Environmental Interest Group has now reformed.
The Committee comprises Janet Gough (Convenor), Bob Blyth, Bruce Taylor, Steve Markham and Tony Cussins, with Peter Kingsbury as the Management Committee representative.

Three sub groups are operating in Auckland, Wellington and Christchurch and their meeting notes are posted below.  If you are interested in joining one of these groups, please contact the convenor.  If you would like to setup an additional group, please contact Janet Gough (janet.gough@ermanz.govt.nz). 

Information about the groups and meeting notes can be found in the members section of the website.  So far we have collected information from members of the group about their interests and expertise that we hope will be value to the SIG as well as the Society at large.  If you have anything that you would like to share, or add to the web page, please contact Janet (as above).

The subgroups are planning a range of different activities that we will report on through RISKPOST and on the webpage.  

NZRMS Environmental SIG – Christchurch Group Activities

The Christchurch group has now met three times. We have an active group of eight people at this time and welcome interest from others.

The group has agreed to meet at approximately six week intervals.  Our first activity will be find out more about our individual interests and areas of expertise.  Each member of the group is preparing a summary of their work to be shared.  We have also set a programme for each member of the group to make an informal presentation at each meeting.

The group also plans to write a series of articles suitable for publication in the Press.  These will explore the environmental risk management aspects of a range of current issues.

For further information, please contact 

Erica Seville erica.seville@rsrc.co.nz 

NZRMS Environmental SIG – Wellington Group Activities

On April 30 members of the Wellington Section of the Environmental Special Interest Group met for the first time. The meeting was held at the Office of the Parliamentary Commissioner for the Environment. The (five) attendees from the Office of the Parliamentary Commissioner, Ministry of Agriculture and Fisheries, ERMA New Zealand, Maritime New Zealand and Ministry of Civil Defence and Emergency Management talked about their expectations and the future activities of this group. 

It was agreed that the preferred activities include: sharing information with other risk management practitioners, members of the Group, both at meetings and electronically through the distribution list; creation of links with other, similar groups while developing its own unique profile; inclusion of the wider environmental risk management related community; and presentations by group members, as well as those outside the Group, either in the form of seminars or in a less formal setting, when work in progress could be introduced and peer comments sought.   

It was decided that the Group will be meeting bi-monthly and that the format of those meetings will vary, depending on the Group member’s current topics of interest. It was envisaged that seminars and presentations by invited speakers will be interspersed with more informal meetings where members will share information on current issues and developments of interest, and discuss their work in a supportive peer setting. 

Accordingly, the second meeting of the Group held at June 20 at the Maritime NZ was a seminar by Dr Alison Lane titled “Environmental Risk Assessments for Oil Spill Planning and Response”. Alison talked about realities of environmental risk management in critical situations when an immediate response to a high profile emergency is required. Her engaging presentation generated a lively discussion with the audience. 

The Group currently has 22 members on the mailing list. 

The October meeting will be held at ERMZ New Zealand whose team is preparing a presentation for this occasion.

If you are interested in the activities of the Group, or would like to contribute please feel free to contact:
Ljubica Mamula-Seadon at the Ministry of Civil Defence and Emergency management

Email: Mamula-Seadon.Ljubica@dia.govt.nz
Tel. 04 495 6849

Or

Bruce Taylor at the Office of the Parliamentary Commissioner for the Environment

Email: Bruce.Taylor@pce.govt.nz
Tel. 04 495 8363

------------------------------

	New members:
	We welcome the following new members of the Society:


	Individual
	Derek Clay, Customs Advisor, Bearingpoint Inc., Waikanae 
Kevin Williams, Director, Health & Safety NZ Limited, Auckland 
Megan Ferguson, Quality Advisor, Manukau City Council, Auckland 
Adam Carswell, Senior Advisor Strategic & Operational Risk, Ministry of Social Development, Wellington 
Craig Marriott, Office Manager, Vectra Group Limited, United Kingdom 
Sanjiv Jetly, General Manager, Securities Commission, Wellington 
Paul Mosen, Doctoral Scholar, Waikato Management School, Hamilton 
David Burt, Self-employed, Waikanae 
Phill Platt, Risk Management Advisor, Department of Labour, Wellington 
Jeff McArthur, Product Manager, Accident Compensation Corporation, Wellington 
Vivian Watene, Internal Auditor, Palmerston North City Council 
Pauline Leech, Managing Director, Aviation Quality Systems Limited, Greytown

	Associate
	Bay of Plenty District Health Board 
Greater Wellington Regional Council 
Commerce Commission 
Government Communications Security Bureau


	Become a member
	Membership of the Society is open to any person of good character or any organisation engaged in or with an interest in the practice, study, teaching or application of risk management.

The Society is keen to attract a wide range of members and associate members representing all the different aspects of risk management knowledge and practice. This includes those with direct involvement in the field and those with a personal or community interest.

Apply online at www.risksociety.org.nz/member.html


	The Society’s website
	The Society has a brand new website, located at www.risksociety.org.nz

Please remember that as a financial member of the Society you are entitled to access to the members only section of the society website. However, you do need a username and a password to access this section of the site. If for any reason you do not have a username and or password, or you have forgotten yours, please contact the Executive Officer (executiveofficer@risksociety.org.nz).
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(Nothing submitted for this edition)


Executive Director

New Zealand Society for Risk Management

The Society is seeking expressions of interest in the newly created position of Executive Director, which is a part-time role (around 15-20 hours per week). The major focus for the successful applicant will be the following:

· Being the public face of the Society, actively seeking and delivering opportunities to promote the Society’s objectives

· Advancing the delivery of the Business Plan

· Recommending strategic and tactical initiatives to the Management Committee that improve the efficiency and effectiveness of the Society’s operation

The role is expected to appeal to practitioners who are knowledgeable and passionate about risk management, with the skills to be an articulate and credible advocate for the Society and its members, and the ability to advance its organisational development.

A full position description is available from Mike Wood, the Society’s Chairman. Email Chair@risksociety.org.nz
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Bright*Star’s 3rd Risk Management Conference 

19th and 20th of November, 2007, Duxton, Wellington

Workshops, 21st of November, 2007, Duxton, Wellington

This year’s Risk Management Conference focuses on proactive management strategies for key areas of risk: Operations and HR and Emerging Fields

Risks are present in all areas of operations, in order to help you assess and manage potential threats Bright*Star has brought together professionals, from Risk Management and associated fields of Communication, PR, Fraud Detection and Environmental Management.  

Full details of the Conference will be added to Bright*Star’s website shortly. Check www.Brightstar.co.nz for more information.



ISO Risk Management Standard Not Needed says FERMA

The Federation of European Risk Management Associations (FERMA) believes that a formal international risk management standard, especially with an externally verified compliance regime, is undesirable and would not benefit European companies. This is the gist of the position paper issued by FERMA on proposals by the International Organization for Standardization (ISO) to create an ISO risk management standard 2009.

http://www.ferma.eu/PressNews/Pressreleases/tabid/105/DMXModule/457/Command/Core_Download/Default.aspx?EntryId=494

and a response from BSI:
 

Concern over risk management standard unwarranted says BSI
 

http://www.nu-riskservices.co.uk/news/briefs/cms/1187258646212694732588_1.htm
 

Web addresses for interesting sites or articles on project risk management, risk management and software development, or other risky topics:
http://www.intaver.com/index-whitepapers.html
http://www.sei.cmu.edu/risk/
http://www.systemsguild.com/GuildSite/DandL/RiskManagement.html
http://www.ibm.com/developerworks/rational/library/feb07/peraire/index.html?S_TACT=105AGX15&S_CMP=EDU
http://www.realclearpolitics.com/articles/2007/04/worry_about_the_right_things.html
http://www.movie-gazette.com/cinereviews/688
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Book review, by Adrian Sparrow 

Risk and Crisis Management in the Public Sector

By Lynn Drennan & Allan McConnell, 2007 Routledge, Abingdon: England

Lynn Drennan is CEO of ALARM, the UK national forum for risk management in the public sector.  Allan McConnell is Senior Lecturer in Public Policy at the University of Sydney.  Their intention when writing this 240 page soft leaf book was “to explore both the theory and practice of risk and crisis management from an organisational and a public policy/management perspective”.  They wanted to help students and professional practitioners understand the complexities and contradictions of risk and crises, rather than put together a “how to” book to manage risks and crises.
This is a well written textbook that follows the Routledge Masters in Public Management format.  It uses learning points, text boxes, annotated reading and student questions.  There is an overview of the area, a critical approach to the practise in public services and exercises to support reader learning.  The book covers the nature of risk and crisis; drivers for risk and crisis management; assessing risk; responding to risk; contingency planning and crisis preparedness; managing the acute phase of a crisis; holding decision-makers to account and learning from failure after a crisis; and global trends. It’s enlivened by a wide variety of case studies taken from around the world.
This type of format works well for those who like to learn in a paint-by-numbers way; and it makes an excellent primer for generalists or line managers early in their careers (especially if used as part of a broad but not too deep management education programme like an MBA).  
However, the book’s strengths for students and generalists are also weaknesses for practitioners because I didn’t find it engaging, insightful or practical.  It is dry reading - like a book length literature review.  I doubt that many practitioners will find it helpful for much more than a quick revision of their knowledge and references for further reading.
The first two chapters are pretty much “Definitions and Drivers for Dummies”.  The third chapter discusses at a high level techniques very familiar to practitioners, as well as perception of risk and acceptable v. tolerable risk.  Successive chapters follow the same path – a worthy but dull once over lightly.
The crisis management part of the book steps up half a gear.  “Managing the acute phase of crisis” differentiates between the symbolic-political aspects of representing the response effort and the operational demands of getting things done on the ground.  Unfortunately the discussion stops at a very high level just when it gets going, dangling interesting themes such as the psychology of response to crises, and “communication pathologies” tantalisingly out of reach.  Similarly, the chapter discussing “After the Crisis” introduces some stimulating ideas but it stops before going very far.  I am sure that most people working in the public sector would like to learn much more about the notion that “sceptical search for truth is bound before long to collide with established norms and authority”.
Late in the book, a quote is taken from the 9/11 Commission on what was wrong with the government agencies that allowed the attacks on the World Trade Centre: “the most important failing was one of imagination”.  I think the same is true of this book:- it is worthy and full of good intentions but as far as this practitioner is concerned, it missed the point.  

Adrien Sparrow is the Director, Corporate Assurance & Risk, Ministry of Agriculture and Forestry
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	Next issue
	The next issue of RiskPost will be published in September/October 2007.  The Theme will be Business Continuity.
Contributions are welcome – please send them to editor@risksociety.org.nz by 30 September.


This is the Society’s notice board. Content of this section includes:


Internal happenings in the Society, notices about the Society’s business and requests for members to contribute, such as in writing society submissions, contributing to reviews etc.


Legislative changes including brief descriptions of new Bills before Parliament, changes to regulations relevant to risk management etc.


Updates for relevant standards, guidance material and similar non-legislative documents of interest to the risk management community





Letters and member’s views 





This section of RiskPost is for member’s opinions and views. To be accepted for publication, letters should be clearly expressing a view about a risk management related topic and should generally be less than 1000 words in length. The editor reserves the right to edit material for length and to reject material as inappropriate (e.g. off the topic). 
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Risky Business








Activities and Services, Situations Vacant 





RiskPost provides a membership service for the display of notices and advertisements in this column, if aligned to the Society’s objectives. An insertion may describe an activity or service that the member or associate is running or providing, or advertise a risk management situation vacant. Each insertion comprises a maximum of 150 words of plain text, inclusive of all contact and reference details. Prices inclusive of GST are as follows: 


For notices of Activities, Events or Publications: The initial insertion on a topic is free for members and non-profit groups. All other insertions are charged at $60.


For Situations Vacant and Services: The initial insertion on a topic is free to members while subsequent insertions on the same topic are charged at $60. Non-profit groups are charged $120 and other organisations are charged $225 for each insertion. 


Payment must be made to the executive officer before publication. 


For further details on the Society’s advertising prices and conditions, please contact the Executive Officer (�HYPERLINK "mailto:executiveofficer@risksociety.org.nz"��executiveofficer@risksociety.org.nz�), �NZ Society for Risk Management, P O Box 31-071, LOWER HUTT.
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Members are invited to keep the risk management community informed about new significant sources of information about risk management. We will include


Significant new web page content including online articles major reports available on the web


New publications (including brief descriptions and where possible website links to further information). This will include new Journals in risk management, new books, where they are available etc.
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