o
Ascendant

STRATEGY MANAGEMENT GROUP

Integrating Balanced Scorecard and
Enterprise Risk Management

May 11, 2009
Dylan Miyake Ted Jackson

Managing Parther Managing Partner
dmiyake@ascendantsmg.com tlackson@ascendantsmg.com
(617) 379-0918 (617) 379-0918

Copyright © 2009 Ascendant Strategy Management Group


mailto:ldowning@ascendantsmg.com
mailto:ldowning@ascendantsmg.com

Getting Ready for This Workshop é
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Workshop Goals

Our Goals Your Goals
} Share research, cases, and 1 Learn about the Balanced
experience in BSC and ERM Scorecard and Enterprise Risk
Management
} TG8reateo the workshop as
we go along to answer your }
guestions and meet your
needs }

} Learn from you and your
experiences with ERM and BSC
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Why Manage Risk?

1 Why Manage Risk?
1 A Balanced Scorecard Primer
y BSC/ERM Point Solutions

1 Towards An Integrated BSC/ERM Model
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Managing Risk Is ESSENTIAL In Today's Environment

A Many of the failings of companies can be attributed to the
acceptance of excessive risks or the poor management of
those risks

A Most companies have not formally considered what their
true appetite for risk is, accordingly, they do not have
effective processes to ensure they operated within the
expectations of key stakeholders

A Risk appetite, tolerances, risk targets and limits are a
critical element of prudent business management and an
effective risk governance process

Source: J. ChrisKkarow, fiRi sk Appetite and Toleranceo, Ernst & Young ERM Symposi um
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Types of Risk

Financial ALoss of program funds and resources.

AThe risks associated with misaligned processes to achieve business
objectives.

Process

|ntangib|e ADamage to reputation, brand and lost information.
Time ADelays, opportunity cost, mission loss.

ALoss of knowledge, skills and commitment of people.

Legal ALoss due to Governmental, federal and local regulations.

PhySical ALoss of land, buildings and equipment.
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Enterprise Risk Management Is a Portfolio View of Risk

Enterprise Risk Management

Financial Process Intangible Time

But Enterprise Risk Management Is NOT Just
The Sum of Risks
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Enterprise Risk Management: A Formal Definition

Enterprise risk management is a , effected by

an entityos board of direct
personnel, applied in strategy setting and across

the enterprise, designed to identify potential

events that may affect the entity , and manage

risk to be within its risk appetite, to provide

reasonable assurance regarding theachievement of

entity objectives

Source: COSO ERM Executive Summary
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Enterprise Risk Management Framework

4 Key Risk Management Areas

Strategic i
high-level Operations i
goals, aligned effective and
with and efficient use of
supporting its its resources
mission

Compliancefi
Reporting 1 compliance
reliability of with applicable
reporting laws and
regulations.

Source: COSO ERM Executive Summary
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Managing Risk Requires Managing Strategy

ERM Requirements BSC Attributes

} Focused on Strategy } Focused on Strategy

1 Aligned to Operations 1 Aligned to Operations

} Regular Reporting P} Regular Reporting

} Compliance } Let 0s Di scuss

Copyright © 2009 Ascendant Strategy Management Groupi Page 11



Why Manage Risk?

Done correctly, risk management allows
organizations to:

Align risk appetite and strategy

Enhance risk response decisions

Reduce operational surprises and losses

|ldentify and manage multiple and cross-enterprise risks
Seize opportunities

Improve deployment of capital

) mpd md Nmpd Nmd

Source: COSO ERM Executive Summary
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Table Discussion

1 How Is risk currently managed in your organization?

1 What does your organization do well?

1 What could you do better?
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1 Why Manage Risk?
1 A Balanced Scorecard Primer
y BSC/ERM Point Solutions

1 Towards An Integrated BSC/ERM Model
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Does strategy work?

The Vision Barrier

Only 37% said they have a clear
understanding of what their
organization is trying to achieve.

D 4
The People Barrier 9 of 10 The Alignment Barrier
Only one in five was enthusiastic } org anizations { Only one in five said they have a
about their team's and ] clear "line of sight" between their
organization's goal. fail to execute tasks and their organization's goals
strategy
A
The Resource Barrier
\ Only 15% felt that their organization )
fully enables them to execute key
goals

Source: Stephen R.Covey, The 8th Habit: From Effectiveness to Greatness ©2006
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Does strategy work? Often, sadly, the answer is no.

The Vision Barrier

Only four of the 11 players on the
field would know which goal is

theirs.
D 4
The People Barrier The soccer The Alignment Barrier
Only two of the 11 would know what
Only two of the 11 would care. } team WOUld { position they play and know exactly
|Ose O out of what they are supposed to do.
10 games!
A
The Resource Barrier
\ And all but two players would, in )

some way, be competing against
their own team members.

Source: Stephen R.Covey, The 8th Habit: From Effectiveness to Greatness ©2006
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Can these odds be improved?

Duke Chil drenodos | Hillside Family of Agencies
A Parent Sat. up from 4.3t0 4.7 A Reduced engagement wait time
® A Cost per case down 33% 56% o _
A Length of stay down 31% A Shrar_lk administrative overhead
Duke Childrens A Nursing absentee down 42% 25% in 2 years

A Net Margin up $15 Million

Fulton County Schools

A SAT up 23 pts over nation with
89% testing vs. 48%

A 82% parent Sat. vs. 68%
nationally

A Teacher vacancies and admin
expenses down

A5 pt annual improvement in
state tests for 3 years

A Exceeded revenue growth
targets for 8 quarters in a row

Canadian Blood Services

A 65% increase in donor
satisfaction in 2 years

A 70% increase in hospital
satisfaction in 2 years

A 20% increase in red blood cell
yield, saving $3 M

A Restored public trust in
Canada blood supply

Source: Balanced Scorecard Hall of Fame Repor2004-2007, Harvard Business School Publishing
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