








ERM—Beyond the headlines and
why it matters now more than ever

In 2008, the financial crisis that rocked Wall Street and the rest of the country (and the
world) took a prime spot in the news. Could some of the problems been averted (or at least
minimized in damage) had an aggressive ERM program been in place at some of these
high-profile companies? Were there organizations that did have an ERM program in place,
but chose to ignore the advice of their risk management groups?

We may never know the answers to these questions but one thing is for sure—ERM has been
elevated to a more prominent position in discussions occurring at many organizations.
To demonstrate its commitment to the concrete benefits of ERM, we published RIMS State
of ERM Report 2008, the first truly in-depth study on ERM practices that unequivocally
substantiates the value of ERM.

To help understand what this means for RIMS members and their organizations, RIMSCOPE
sat down with Jeff Vernor, ARM, chair of RIMS ERM Development Committee and global

risk manager at Russell Investments.

A.

What tools can risk managers take advantage
of to enhance their companies’ existing ERM
programs or to help develop them?

It is not just about tools. Risk managers need to learn
lessons from other risk managers, from academia, and
from their own successes or failures in the past. RIMS
has many resources available that not only provide
“how to” tools for implementing ERM but also training
programs and networking opportunities through RIMS
courses and conferences. The ERM Center of Excellence
RIMS website (RIMS.org/ERM) is a “one stop shop”
for the risk manager looking to improve his/her ERM
process or even build one from the ground up.

What steps can risk managers take to broaden
their risk management programs from strictly
operational to omnes that cross the entire
enterprise?

Well, I worry a little about separating the two. Good
operational risk management is good enterprise risk
management, and vice versa. On a practical level, I
would tell risk managers to get to work on strategic and
emerging risk management. If you can find some way
to get ahead of the next big threat, then the value of
ERM will become crystal clear to your management. If
not already in place, risk managers should implement
a process for identifying and escalating emerging
risks. When one thinks of the risks around new
products, large investments terrorism and substantial
IT failure—these all require an enterprise view. Lastly, I
would encourage risk managers to take a fresh look at
their risk governance models and make sure they are as
efficient as possible so that identified exposures can be
escalated quickly to decision makers.

A.

Q.
A.

Do you think that, with organizations focusing
more on ERM today and in the future, we’ll see
an increase in the number of individuals who are
considering a career in risk management?

I certainly hope so. One of the less acknowledged
challenges in our field is that, in some cases, we just
don’t have enough risk management talent to execute
effective ERM programs. With the current turmoil in
the job market, I believe there are talented individuals,
perhaps from other core disciplines such as finance,
audit or operations who might consider it a good
time to make the move to an ERM job. Additionally,
universities continue to emphasize ERM in their risk
programs with some even focusing entirely on ERM.
The only challenge I see is that firms will be more
cautious about investing more in ERM, or any other
function, in this economy. While I am a champion of
ERM, it is foolish to think that increasing investment in
risk talent or software is an easy sell right now. This just
emphasizes how important it is for risk managers to lay
out the value proposition of ERM in clear language that
is directly tied to the company’s future success.

What is one of the biggest challenges facing the
ERM discipline in the short run?

Itis what I like to refer to as the “other” ERM—enterprise
recession management. Riskmanagers have tobelooking
at recession related risks and how they can help their
companies manage risk better, even when revenues,
expenses and profits may all be down. Times of crisis
warrant a commitment to the basics—so identifying
and monitoring the “key risks” facing your firm should
take precedent over significant effort spent on detailed,
process-level risk and control self assessments.

NOTE: A white paper titled, “The Financial Crisis of 2008: A Wake-up Call for Enterprise Risk Management,” is available in RIMS online Resource Library. The
paper, written by RIMS ERM Development Committee, recommends a call to action for enterprise risk management. To download a copy of this free white
paper, visit www.RIMS.org/ResourcelLibrary.
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