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RISK MANAGEMENT STRATEGY

INTRODUCTION

1. The effective management of risk is an important principle for all businesses to properly address. For local authorities such as Kettering, managing risk is a key element of our Corporate Governance responsibilities.

2. Risk Management has become an important discipline across all sectors of the economy since the turn of the decade. The Audit Commission have previously highlighted Risk Management as one of the key elements to having effective governance arrangements in place to meet corporate objectives.

3. This risk management strategy seeks to promote the identification, assessment and response to key risks that may adversely impact upon the achievement of the Council’s stated aims and objectives.  It also seeks to maximise the rewards that can be gained through effectively managing risk.

4. This strategy will be used as a trigger to continue to formally embed risk management which helps support the effective delivery of quality customer services (within a robust and transparent framework of corporate governance). This strategy document is complemented by a pragmatic summary strategy and toolkit for staff and members.
5. The aims & objectives of Kettering’s Risk Management strategy are:
· To ensure that the Council has appropriate systems in place to help identify, evaluate and make a conscious choice about how to deal with the business risks that it faces;

· That systems are in place to track business risks (both existing and emerging) on an ongoing basis;

· That risk management is an essential part of the day to day management culture of the organisation in relation to how the business operates and makes decisions;

· That risk management training forms part of the normal training / induction programmes that are given to officers and members on an ongoing basis.

· To have a performance framework that continues to allow managers to proactively track performance, and assess / deal with risk in a timely fashion.

· To ensure that the Council continues to manage its business in a ‘no surprises manner’.

6. Overall responsibility for ensuring that the Council has the appropriate systems in place to manage business risk lies with the Council’s Strategic Management Team (SMT) at a strategic level. In effect, SMT are the sponsors for Risk Management within the Authority. Responsibility for managing specific business risks at an operational level lies with Service Heads and their dedicated Officers.  The Head of Finance and Corporate Development will ‘champion / coordinate’ the process on behalf of SMT (in consultation with Portfolio Holders as appropriate).

7. Risk management does not exist in isolation nor is it a subject in its own right – we all manage risk everyday whether we realise it or not. Risk Management is also about empowerment and the creation of value as well as preventing things from happening.

8. In practice, risks within the Council exist at many different levels (e.g., high level corporate risks to lower level everyday service based risks). For the purpose of this strategy, risks are split into two levels as follows:

i. Strategic Risks – high level risks that may impact on the Council’s ability to meet its objectives

ii. Operational Risks – service based risks that may prevent individual service aims and objectives being met (and therefore impact upon the attainment of corporate objectives)

9. In accordance with best practice, Risk management at the Council is a ‘top down’ process, starting with the identification and control of strategic risks and then rolling the process down to an operational level (hence embedding the process throughout the Council).

THE SCOPE OF RISK MANAGEMENT

10. Risk is anything that may prevent the Council from achieving its stated objectives. A more generic definition is provided below:

“Risk arises as much from failing to capture opportunities whilst pursuing business objectives as it does from a threat that something bad will happen”

11. Risk Management covers a number of areas, just one of which is financial risk. Accordingly, it is not just the impact of an event happening in financial terms that need to be evaluated but also the potential damage that such an event could have upon other things such as the reputation of the Council.

12. Risk Management is nothing new; the Council has been doing it effectively for many years. However, to comply with the Corporate Governance requirements the Council must ensure that its procedures in relation to risk management are sufficiently formalised so that it can demonstrate its monitoring and reporting framework is and also identify any areas for improvement.

ROLES & RESPONSIBILITIES

13. In order to ensure the successful implementation of the strategy, clear roles and responsibilities were identified when the strategy was last adopted in April 2005. The roles have been reviewed and are updated in the following table;
	Group/Individuals
	Role/Responsibilities



	SMT
	· Overall responsibility for ensuring that processes are in place to effectively manage risks within the Council;

· In principle ‘approve’ and adopt the Risk Management Policy and Strategy (prior to submission to members);

· Contribute towards the identification and management of strategic and cross cutting risks and opportunities facing the Council;

· Discuss key business risks with all Heads of Service on a monthly basis via the performance clinic framework.

	SMT / CMT
	· Updating the strategic and corporate risk register every quarter. By this means there is always a consensus and up to date view of the main risks.

· For key issues / projects to determine the Councils risk preference (risk averse or risk taking);

· To continue to ensure that risk management is part of the everyday management culture of the organisation 

· In line with the performance clinic arrangements – share and discuss key business risk issues each week through performance clinic feedback sessions at CMT. Key service risks will be escalated for management consideration.
· The Head of Finance to coordinate / act as a champion for risk management.

	All Service Heads
	· Identify, analyse and profile operational risks through their individual monthly performance clinic. The role of the performance clinic is pivotal to challenging and understanding the risk view as well as gaining confidence that the risks will be managed.
· To provide annual assurance on the effectiveness of controls in place to mitigate/reduce risks within their service through the annual service plan process

· To maintain awareness of and promote effective risk management techniques (incl. awareness of the strategy and policy) to all relevant staff;

· Ensure that risk management is incorporated into performance clinics, service plans & committee reports.

	All Activity Managers
	· Effectively manage operational risks within their areas and feed appropriate issues into the performance clinic framework for discussion by Heads of Service / SMT.

· To maintain awareness of and promote effective risk management techniques (incl. awareness of the strategy and policy) to all relevant staff;

	Internal Audit (Consortium Audit)
	· Provide independent review of corporate approach to risk management and compliance therewith;

· To contribute to the accuracy and integrity of the strategic risk register (as part of the risk based approach to audit).

· To follow best practice / code of practice in their work at all times.

	All Employees
	· Maintain awareness of risks and contribute to the control process where appropriate.

	Elected members 
	· Formal approval and adoption of the Risk Management Policy and Strategy;

· Contribute towards identification of strategic risks (mainly through the budget & service planning process)

· Receive reports to Monitoring & Audit on relevant issues as appropriate (including the annual statement of Internal Control / external audit reports / key performance booklet / effectiveness of internal audit)


RISK MANAGEMENT PROCESS

14. There are two levels at which business risks are assessed and managed by the Council. These are;

i. Strategic Risks – high level risks that may impact on the Council’s ability to meet its objectives

ii. Operational Risks – service based risks that may prevent individual service aims and objectives being met (and therefore impact upon the attainment of corporate objectives)

15.  The basic risk process is the same for either type of business risk and comprises of the following four basic steps;

	Step
	Description

	Identify
	Existing or emerging risks are identified

	Assess
	The risk is assessed

	Manage
	The risk is managed – the best way to manage the risk, i.e. avoid/eliminate/reduce, transfer, insure or accept, is determined

	Review
	The issue / risk is reviewed as appropriate.


16. Examples of the different types of risk within each category are provided below;

	Strategic risks 

	Political
	Local or national political issues that may impact on the Council meeting its objectives 

	Economic
	Affecting the ability of the Council to achieve its commitments

	Social
	Relating to the Council’s ability to meet the effects of changes in demographic, residential or social/economic trends

	Technological
	The ability to identify technological changes and using technology to meet changing demands

	Legislative
	The ability to meet the legislative demands affecting the Council

	Environmental
	Relating to the environmental impact of the Council’s service delivery 

	VFM / Best Value
	The need to demonstrate ‘Value for Money’ in service delivery

	Customers
	The ability to understand the changing needs of our customers


	Operational risks

	Professional
	Associated with the professional status of Council officers and the recruitment and retention of staff

	Financial
	Associated with the financial resources and related controls 

	Legal
	Relating to potential breaches of legislation

	Physical
	Related to physical damage, security, accident prevention and health & safety

	Contractual
	Associated with issues that may impact on the Council’s contractors to deliver services or products to the agreed cost and specification

	Technological
	Associated with reliance on operational equipment 

	Environmental
	Associated with pollution, noise, energy efficiency and community safety 

	VFM / Best Value
	The need to demonstrate VFM in “service delivery”

	Customers
	Associated with the ability to engage all our customers and the identification of their changing needs and related issues of equality.


17. The risk management process for strategic and operational risks is slightly different. The process is as follows;

	Strategic Risk

When the Corporate objectives are completely refreshed each year, the Council updates its Strategic Risk register (normally in the summer of each year following approval of the Corporate Improvement Plan in June). This is augmented by quarterly reviews of the main risks.

At the quarterly review the key risks from Heads of Service assessments will be considered so that emerging themes can be assessed or risks with a corporate significance can be considered.

The details of the main risks will be recorded in a risk register which will contain

· Risk No

· Summary of risk

· Risk cause and consequences

· Assessment of Likelihood 

· Assessment of Impact

These risks will be “plotted” on a risk matrix [See Appendix A] which will determine those risks to which priority mitigation measures need to be applied. This risk matrix shows an amount of risk exposure.  Risk mitigation plans will be developed for all “red” risks.



	Operational Risk

Heads of Service are responsible for managing operational risk within their respective service areas. Rather than have a similar mechanistic approach at an operational level (i.e., risk registers per service) the Council will use it’s highly acclaimed performance management framework for managing operational risk. This consists of: -

a) Performance Clinics – On a rolling monthly basis, Heads of Service prepare a performance clinic that is discussed at SMT with the relevant Head of Service. The performance clinic is an essential management tool at the authority and discusses four key areas – Performance Indicators / Budgetary Control / Projects / Staff Sickness. 
The data in the performance clinic is supported by the Councils performance management framework – the backbone of which was highly commended by the Audit Commission in their last inspection where it was one of a few local government performance management systems (data quality) to be given a four out of four rating. Consideration of key risks will be incorporated into these meetings (See Appendix B for a simple risk summary).
b) Team Meetings – Heads of Service discuss key operational risks both before and after a performance clinic at their respective team meetings.
c) SMT / CMT – Heads of Service share their performance clinic with Head of Service colleagues each week at CMT. This provides an opportunity to share key issues and risks that are being experienced and also provides an opportunity for shared solutions.




EFFECTIVE RISK MANAGEMENT

18. It is important that risk management techniques remain an important element of the Councils overall management and performance arrangements. 

19.  The Council believes that it has effective arrangements in place to manage the business risks that it faces.
20. An area where the Council has not scored highly on in the past in relation to risk management. However recent improvements to the process have allowed the management of risk to be integrated into the normal workings of the Council e.g. CMT meetings and performance clinics. The process has also been streamlined and the development of a simple toolkit enables Heads of Service to ensure that risk management becomes a living tool that produces benefits in their area.
Appendix A – Risk Matrix for prioritising Strategic and Service Risks
The risk matrix is a diagrammatic representation of risks plotted by likelihood and by impact e.g. risk No 2 has a “medium” likelihood of occurring and a “high” impact if it does occur.

The key objective is to focus on the “red” risks and over time to reduce the likelihood for these risks to occur and the impact if they did occur.
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Appendix B – Risk Assessment at a Service Level 

(Example performance report)
This report will be reviewed and challenged at Performance Clinics.
	Risk Profile: DATE
Area:  SERVICE AREA
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	Risk

No

Risk Description

Like-
lihood

Impact

Grade
Move-ment

Owner

1

Heading: Description.
High
Medium
(
2
Heading: Description.
3
Heading: Description.
4
Heading: Description.
5
Heading: Description.
(
(
(
New
Key challenges
1. Any risks missing?

2. The assessment of particular risks?

3. What is being done to manage key risks?

4. Will the mitigation measures offer VfM and be successful?


� Be specific about the issue that could potentially hit the service.


� Likelihood to be considered over a two year period and impact against service objectives.


� Movement equates to movement on the matrix since the previous review (moving up means getting worse!)


� These risk assessments will be considered as part of monthly performance clinics. A positive challenge will take place around the assessment (is it correct / risks missing / risks correctly scored) and  mitigation actions (what are they?/ will they move the risk / VfM)
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		CORPORATE RISK REGISTER UPDATE
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				6														1		Over ambitious project management

																		2		Not maintaining corporate capacity

																		4		Partnerships and joint venture arrangements may not be

				5																accountable and financially secure

																		5		Best service procurement options are not achieved

		INHERENT IMPACT																6		Not exercising external influence and/or maintaining relationships

				4														7		Not ensuring business continuity

																		16		Major health and safety non adherence

																		19		Not maintaining financial balance

				3														3		Not maintaining political focus and stability

																		8		Not up-holding financial governance

																		9		Ineffective emergency planning (managing community risk)

				2														11		Ineffective community engagement

																		12		Not having capacity to deal with population and economic growth
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																		14		Not embedding a new recycling scheme effectively
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																		20		In-effective, in-efficient and un-economic use of business ‘tools’
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