

Definition
Risk management is a structured approach to managing uncertainty and is a key element of performance management and performance improvement. 

It is concerned with identifying actions or events that will affect an organisation’s ability to achieve its objectives; evaluating their probability and potential consequences and determining the most effective methods of controlling or responding to them. 
It is not about avoiding risk, but can encourage activities that have a higher level of risk (and therefore could deliver a greater benefit), because the risks have been identified and are being well managed, and the residual risk is lower. This is particularly important in some of the complex and inter-connected issues faced by health, housing and social care partnerships. 
Risk management is not just negative (ensuring that bad things are less likely to happen) but also positive (making it more likely that good things will happen). Risks may be Political, Economic, Social, Technological, Legal, Environmental or Human (which includes people and organisations).
Why should partnerships be concerned about risk management?

Most organisations rate risk management amongst their weakest corporate area (Audit Commission, 2005). In partnership, where decision making can be blurred, this weakness will be amplified against a context in which risk taking may be particularly needed to deal with intractable health, social and economic problems. A few cases have resulted in a significant loss of public funds and long term damage to reputation and public credibility when things have gone wrong in partnerships (Audit Commission, 2005).

Working in partnership offers potential benefits to service users and citizens and can increase innovation, but it offers less direct control than single organisational models of working. Some characteristics of partnership working call for particular attention to the management of risk:

· different, and potentially unfamiliar, risks than those known internally
· complex service delivery chains and/or contracting arrangements, making it difficult to define responsibilities for handling risks and engender ownership. 
· diversity of cultures in partnerships brings diverse perspectives on risks and arrangements for managing them

· separate statutory responsibilities and separate lines of accountability may make accountability for risk blurred
What are the particular risks which face partnerships?

A review of the literature listed at the foot of this fact sheet identifies the following risks which are peculiar to partnership working, particularly in more informal partnerships which are not bounded by the creation of a new, formally recognised organisation: 

· Failure to understand the extent of an organisation’s involvement in partnerships and the organisation impact they have. 

· Failing to align agendas, communicate effectively and ensure strategic fit
· Partnerships operating in isolation; duplicating effort and activity.

· Failure to identify problems in relationships.
· Partnering approach not understood by those operating it. Staff lacking in skills, experience and development of common culture

· Poor resilience of the partnership to unexpected events 
· Absent or insufficient corporate and economic criteria to assess whether an alternative model of working would be better than partnership
· Failure to adhere to the standards and protocols expected in member organisations
· Insufficient thought given to planning an exit strategy and to the management of any continuing financial liability

· Lack of incentives for partners to manage risks effectively e.g. sharing the consequences of failure 

· Failure to award sufficient responsibility to those responsible for managing risks 
· Lack of formal procedures for assessing the suitability of partners
· Lack of formal systems for assessing the risks of funding proposals
· Absence of mechanisms to identify conflicts of interest; getting too close to one partner at the expense of others
· Lack of clarity on insurable risk, such as indemnity cover or public liability.

· Absence of prompt, relevant, high-quality performance information or robust performance management arrangements
How should Partnerships design risk management strategies?

	For risk to be handled effectively within a partnership there are four key elements that need to be in place:

	· A senior management team that includes members of staff from all organisations within the partnership, who support, own and lead on risk management;

	· A risk management framework approved and agreed at the senior level, within which risks will be identified and managed on an on-going basis;

	· An organisational and partnership culture, which supports well thought through risk taking and innovation; and

	· Risk management thinking fully embedded in management processes and consistently applied throughout all project and partnership activities.

	Strategic Partnering Taskforce 2004


Risk Management is usually described as a five stage process:

Stage 1— Risk Identification

A common understanding of the risks facing the partnership is crucial if informed decisions are to be made about policies and service delivery. There are a number of systematic frameworks for generating ideas about the various categories of risk that exist.
Stage 2—Risk Analysis

Once risks have been identified an open dialogue and common language is needed in their systematic and accurate assessment. This should use agreed common standards and give a joint view of severity. A shared risk register provides a good basis for identifying how likely risks are to occur and what the impact would be if they did. Open Book arrangements can also help to ensure transparency in judging financial risks.

Stage 3—Risk control

A partnership can deal with risk in four ways:-

· tolerate it - because there is no cost effective control and the risk can be adequately monitored; 

· transfer it - to another party, e.g. by contracting out; 

· terminate it - by closing down the activity; or 

· treat it - by taking appropriate action to manage the risk through the introduction of appropriate controls. 
The agreement of management of risk should also clearly identify allocation of risk ownership and parameters to trigger interventions which are agreed with stakeholders and tested to verify that they would work.
Stage 4—Risk monitoring & review

Both the effectiveness of controls and the risks themselves need to be kept under review. Good quality monitoring information should include the scale of risks and how they are being managed. A clear view of the key issues and risks to be monitored will help avoid large volumes of un-interpreted information being provided by partners. There needs to be agreement in advance of rights of access to partners’ information.

The information should be reviewed in joint risk meetings, as an integral part of performance management arrangements consistently supported by senior managers. In a significant partnership there might be six-monthly chief executive meetings, quarterly senior management meetings, monthly (or more frequent) working level meetings, etc.. 

Significant partnership responsibilities should be included in public sector bodies’ annual statements on internal control, which is the culmination of the risk management process.
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Further Resources:

The Strategic Partnering Taskforce Risk Management technical notes are designed to provide guidance to partnerships on:

· Risks that impact on partnership success 

· The critical success factors of risk management 

· The role of the risk manager 

· Engaging other stakeholders in risk management 

· An organisational structure for risk management 

· The risk management process 

· Risk logs - a starting point for different types of projects and some generic risks to consider. 

CIPFA have developed a brief introduction and guide to risk management for elected/board members/non executive directors who may have varying existing awareness of the discipline and different levels of involvement in risk management as part of their duties. The guide provides a summary of the main points for those who wish simply to have a basic, background knowledge of the subject and fuller explanations in a series of Appendices and further reading for those (e.g. members of Audit Committees) who may wish to know more about the subject
The Risk Management Assessment Framework (RMAF) is a tool for assessing the standard of risk management in an organisation, evaluating performance and progress in developing and maintaining effective risk management capability and assessing the impact on delivering effective risk handling and required/planned outcomes. It is intended to assist with identifying areas of particularly good or poor performance and in establishing priorities for improvement action.

The Improvement Service has a comprehensive document library. In the section on toolkits and guides for Community Planning are a number of resources on Risk Management. 

The OGC/NAO guide ‘Managing risks with delivery partners’ identifies key issues to address in managing risks with delivery partners. It also provides links to other guidance on working successfully with partners, both commercial and non-commercial
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