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Abstract
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Enterprise Risk Management (ERM) is a holistic process that enables organizations to identify, assess, 

and manage risks to their objectives. It considers various types of risks, including financial, opera-

tional, strategic, and compliance risks. 

The goal of ERM is to create an environment where risk is understood, managed, and accepted at 

an appropriate level. This ongoing process involves identifying and assessing risks, developing and 

implementing risk mitigation strategies, and monitoring and reviewing the effectiveness of risk man-

agement processes. 

Implementing an effective ERM program brings several benefits, such as improved decision-making, 

increased efficiency and effectiveness, reduced costs, enhanced reputation, and improved share-

holder value. 

In this ebook, we explore the do’s and don’ts of effective risk management, focusing on proactive risk 

assessment, clear risk management processes, regular risk monitoring and review, fostering a 

risk-aware culture, and not neglecting regular risk assessments and updates. By following these 

guidelines, organizations can enhance their ability to proactively manage risks and protect their 

objectives, assets, and long-term sustainability.



What is Enterprise Risk Management?
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Enterprise risk management (ERM) is a process that helps organizations identify, assess, and 

manage risks to their objectives. ERM is a holistic approach to risk management that considers all 

types of risks, including financial, operational, strategic, and compliance risks.

“The goal of enterprise risk management is to create an environment in which risk is        

understood, managed, and accepted at an appropriate level.”

- American Institute of Certified Public Accountants (AICPA)

The goal of ERM is to improve an organization’s ability to achieve its objectives by:

  

       Identifying and assessing risks to those objectives

       Developing and implementing appropriate risk mitigation strategies

       Monitoring and reviewing the effectiveness of risk management processes

ERM is an ongoing process that should be integrated into an organization’s overall management 

system. It is not a one-time event or a set of procedures. ERM is a way of thinking about risk and 

managing it throughout the organization.

“Enterprise risk management is a journey, not a destination.”

- The Risk Management Society

There are many benefits to implementing an effective ERM program, including 

 

       Improved decision-making

       Increased efficiency and effectiveness

       Reduced costs

       Enhanced reputation

       Improved shareholder value



Do’s for effective enterprise risk
management
Some of the actions that organizations should take for effective risk management are shown 

below.
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We will delve into the do’s and don’ts of effective risk management in this ebook. Let’s start with 

the do’s before we move on to the don’ts.

Assess risks proactively

Regularly monitor and review risks

Foster a risk-aware culture

Don’t ignore potential risks

Establish clear risk management
processes

Don’t rely solely on reactive measures

Don’t neglect employee engagement

Don’t neglect regular risk assessments 
and updates

Assessing risk proactively is a crucial aspect of effective enterprise risk management (ERM). By 

conducting proactive risk assessments, organizations can identify potential risks and their poten-

tial impact on the achievement of objectives before they materialize. This enables them to take 

appropriate measures to mitigate or manage them effectively.

Do assess risks proactively

Do’s Don’ts

Conduct thorough
risk assessments

Prioritize risks based on 
likelihood and impact

Identify potential
risks & vulnerabilities



Here are some key steps to assess risk proactively for ERM:

Conduct thorough risk assessments

Proactive risk assessment involves a systematic and 

comprehensive evaluation of potential risks that could 

impact the organization. This process typically includes 

gathering relevant information, such as historical data, 

industry trends, internal controls, and input from key 

stakeholders.

The goal is to identify and assess both internal and exter-

nal risks that may arise from various sources, such as 

operational processes, financial factors, regulatory com-

pliance, technology, reputation, or strategic decisions. 

Thorough risk assessments provide a foundation for 

understanding the organization’s risk landscape and 

enable informed decision-making.

Risk identification is a critical step in proactive risk management. It involves systematically recog-

nizing and documenting specific risks that could affect the organization’s objectives. This process 

requires a comprehensive analysis of the internal and external environments, considering factors 

such as organizational structure, industry dynamics, emerging trends, and regulatory changes. 

By identifying potential risks and vulnerabilities, organizations can gain insights into areas that 

require mitigation or further analysis, allowing them to take appropriate preventive or corrective 

actions.

Identify potential risks and vulnerabilities

Once potential risks are identified, it is essential to prioritize them based on their likelihood of 

occurrence and their potential impact on the organization. Likelihood refers to the probability or 

frequency of a risk event happening, while impact refers to the potential consequences or severity 

if the risk materializes. These risks are then entered into a risk register maintained by the organiza-

tion for easy identification and formation of mitigation strategies.

By prioritizing risks, organizations can allocate resources and focus their risk management efforts 

on the most significant and critical risks. This prioritization helps ensure that mitigation strategies 

are effectively deployed to minimize the overall risk exposure and maximize the protection of the 

organization’s key assets and objectives.

Prioritize risks based on likelihood and impact
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This involves the following key steps:

Clearly define the roles and responsibilities of individuals 

involved in the risk management process. This includes 

designating a risk management team or personnel 

responsible for overseeing and coordinating risk man-

agement activities. Each team member should under-

stand their specific responsibilities and be accountable 

for executing them effectively.

Define roles and responsibilities
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Do establish clear risk management processes

To effectively manage risks within an organization, it is crucial to establish clear risk management 

processes. By establishing transparent risk management processes, organizations can ensure 

that everyone understands their roles and responsibilities, follow a structured approach to man-

aging risks, and have effective communication channels in place. 

Good governance promotes consistency, transparency, and accountability in managing risks and 

enhances the organization’s ability to identify, assess, and address risks in a timely and effective 

manner.

By conducting thorough risk assessments, identifying potential risks and vulnerabilities, and prior-

itizing risks based on their likelihood and impact, organizations can enhance their ability to proac-

tively manage risks. This proactive approach allows organizations to implement appropriate risk 

mitigation strategies, allocate resources efficiently, and make informed decisions to protect their 

assets, reputation, and long-term sustainability.

Define roles and 
responsibilities

Establish communication 
channels for reporting 
and addressing risks

Implement a structured 
risk management 

framework



Develop and implement a structured risk management framework that outlines the overall 

approach and methodology for managing risks. This framework should define the key steps, 

processes, and tools to be used in identifying, assessing, mitigating, and monitoring risks. It 

provides a consistent and systematic approach to managing risks across the organization.

Implement a structured risk management framework

Establish clear communication channels and reporting mechanisms for identifying, reporting, and 

addressing risks. This includes defining how risks should be reported, the frequency and format of 

risk reporting, and the escalation process for addressing significant risks. Effective communication 

ensures that risk information flows to the appropriate stakeholders and enables timely deci-

sion-making and action.

Establish communication channels for reporting and addressing risks

This involves the following key actions:

Implement a system for ongoing monitoring and evaluation of identified risks. This includes regu-

larly assessing the status of existing risks, tracking changes in their likelihood and impact, and 

identifying any new risks that may emerge. 

Continuously monitor and evaluate risks
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Do regularly monitor and review risks

To maintain effective risk management practices, it is essential to regularly monitor and review 

risks. It allows organizations to maintain an up-to-date understanding of their risk profile, assess 

the effectiveness of risk mitigation efforts, and stay proactive in addressing emerging threats. 

By continuously evaluating risks and adjusting risk management strategies accordingly, organiza-

tions can enhance their resilience, minimize potential disruptions, and seize opportunities in an 

ever-changing business landscape.

Continuously monitor 
and evaluate risks

Stay updated on emerging 
risks and industry trends

Regularly review risk 
mitigation strategies



Evaluate the effectiveness of risk mitigation strategies on a periodic basis. Assess whether the 

implemented measures are adequately reducing the identified risks or if adjustments are 

required.

This may involve reviewing control mechanisms, security protocols, contingency plans, insurance 

coverage, and other risk mitigation measures. Regularly reviewing risk mitigation strategies 

ensures their ongoing relevance and helps identify areas where improvements or adjustments 

are needed.

Regularly review risk mitigation strategies

Monitoring can involve various methods, such as regular data analysis, performance metrics, 

feedback from stakeholders, and internal and external audits. By continuously monitoring risks, 

organizations can stay proactive and responsive to evolving threats.

Stay informed about emerging risks and industry trends that may impact the organization. This 

includes monitoring changes in the business environment, regulatory landscape, technological 

advancements, geopolitical factors, and other external influences. 

For example, in the current scenario of the Ukraine-Russia war, the geopolitical factors are chang-

ing. On the one hand, some of the trade routes are closed, and on the other, some of the materials 

are in short supply. Such situations can create a gap in the supply chain affecting the business of 

the organization. Staying informed about such situations in advance can help the business cut 

losses in time and money.

By staying updated, organizations can proactively identify and assess emerging risks, adapt their 

risk management strategies, and take necessary preventive actions to minimize potential nega-

tive impacts.

Stay updated on emerging risks and industry trends
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Do foster a risk-aware culture

Creating a risk-aware culture is crucial for effective enter-

prise risk management. By fostering a risk-aware culture, 

organizations can empower their employees to actively 

engage in risk management processes. This culture 

encourages individuals to be vigilant, proactive, and 

accountable for identifying and addressing risks. 



The key steps to foster a risk-aware culture are:

Promote risk awareness and accountability at all levels

Establish a culture where risk management is seen as everyone’s responsibility. This involves 

promoting awareness of the importance of risk identification, assessment, and mitigation across 

all levels of the organization. 

Leaders should set a positive example by demonstrating their commitment to risk management 

and holding themselves accountable for managing risks in their areas of responsibility.

Create an environment where employees feel comfortable reporting risks and concerns without 

fear of retribution. Implement channels for reporting risks, such as anonymous reporting mecha-

nisms, suggestion boxes, or dedicated risk management platforms. 

Encourage open communication and provide clear guidance on the reporting process. Recognize 

and reward employees for their proactive participation in risk reporting.

Encourage employees to report risks and concerns

Offer comprehensive training programs and resources to enhance employees’ risk management 

skills and knowledge. This may include workshops, seminars, e-learning modules, or access to 

relevant industry publications. 

Ensure that employees understand the fundamentals of risk management, including risk identifi-

cation, assessment techniques, and best practices for risk mitigation. Provide ongoing support 

and guidance to help employees apply their skills effectively.

Provide training and resources to enhance risk management skills

It creates a shared understanding of the importance of risk management and promotes a collab-

orative approach to mitigating risks throughout the organization. Ultimately, a risk-aware culture 

enhances the organization’s ability to identify and respond to risks in a timely and effective 

manner, leading to improved overall risk management outcomes.
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Promote risk awareness 
and accountability at 

all levels

Provide training and 
resources to enhance 
risk management skills

Encourage employees 
to report risks and 

concerns



Avoid overlooking or dismissing potential risks

It’s crucial not to underestimate the importance of any potential risks, no matter how small or 

unlikely they may seem. Even seemingly insignificant risks can escalate and have a significant 

impact if left unaddressed. Take a comprehensive approach to risk management and consider all 

possible scenarios.

Risk management should not be based solely on subjective judgments or assumptions. Treat all 

identified risks with equal seriousness and conduct a thorough assessment to understand their 

potential impact on the organization. Some risks may have a low likelihood but a high impact, 

while others may have a higher likelihood but a lower impact. Consider both factors when evalu-

ating risks.

Take all risks seriously, regardless of their perceived likelihood or impact

Don’ts for effective enterprise risk
management
It’s not just what organizations can do, enterprise risk management depends a lot on what organi-

zations shouldn’t do. Let’s explore some of the activities that organizations should refrain from 

doing.
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Don’t ignore potential risks

By not ignoring potential risks, organizations can prevent or mitigate adverse events and safe-

guard their operations. Taking a proactive approach to risk management ensures that risks are 

addressed early on, allowing for timely and effective risk mitigation strategies. It also demon-

strates a commitment to the long-term sustainability and resilience of the organization, fostering 

a culture of risk awareness and proactive decision-making.

Avoid overlooking or 
dismissing potential risks

Be proactive in 
addressing emerging 

risks

Take all risks seriously, 
regardless of their 

perceived likelihood or 
impact



Avoid relying solely on incident response and crisis management

Reactive measures focus on responding to risks and mitigating their impact after they have 

occurred. While important, they are not the most effective approach to risk management. By 

solely relying on reactive measures, organizations may find themselves constantly in a state of 

crisis, dealing with the consequences rather than preventing them.

Risk landscapes are dynamic, and new risks can 

emerge at any time. Stay informed about industry 

trends, technological advancements, regulatory 

changes, and other factors that may introduce new 

risks to your organization. Be proactive in identifying 

and assessing emerging risks and develop appropriate 

strategies to mitigate or adapt to them. Regularly 

review and update your risk management processes 

to address evolving challenges.

Be proactive in addressing emerging risks

The reasons why organizations should not rely solely on reactive measures are:
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Don’t rely solely on reactive measures

By emphasizing proactive risk mitigation and prevention, organizations can significantly reduce 

their exposure to risks and their associated costs. This approach allows for the identification and 

mitigation of potential risks before they escalate into crises, safeguarding the organization’s repu-

tation, resources, and continuity. It also demonstrates a commitment to continuous improvement 

and a proactive mindset within the organization.

Avoid relying solely on 
incident response and 

crisis management

Implement controls and 
safeguards to reduce 

risks in advance

Emphasize proactive 
risk mitigation and 

prevention



Harnessing the power of collective knowledge and expertise

Employees possess valuable insights and expertise about the day-to-day operations of the 

organization. They are on the front line and have a unique understanding of the risks associated 

with their roles and responsibilities. By neglecting employee engagement, organizations miss out 

on tapping into this collective knowledge.

Organizations should establish robust risk mitigation strategies and controls that address identi-

fied risks. This may include implementing security measures, enhancing operational procedures, 

conducting regular audits, and fostering a culture of risk awareness and accountability. By taking 

proactive measures, organizations can reduce the likelihood of risks and create a more resilient 

and secure environment.

Implement controls and safeguards to reduce risks in advance

Here are some key reasons why organizations should prioritize employee engagement in ERM:
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Don’t neglect employee engagement

Employee engagement is often overlooked or underestimated in the context of enterprise risk 

management, but it plays a critical role in the success of any risk management program. Neglect-

ing employee engagement can lead to missed opportunities, ineffective risk mitigation, and a lack 

of risk awareness throughout the organization. 

Emphasize proactive risk mitigation and prevention

Proactive measures are key to effective risk management. Instead of waiting for risks to material-

ize, organizations should focus on identifying potential risks in advance and implementing con-

trols and safeguards to reduce their likelihood and impact. This proactive approach aims to 

prevent risks from occurring or minimize their negative consequences.

Harnessing the power of 
collective knowledge 

and expertise

Strengthening risk 
mitigation and resilience

Enhancing risk
communication and 

reporting



Engaging employees in risk management processes allows organizations to benefit from their 

experience and insights. Employees can provide valuable input in identifying potential risks, 

assessing their likelihood and impact, and developing effective risk mitigation strategies. Their 

perspectives can uncover risks that may not be apparent from a top-down approach, leading to 

more comprehensive and robust risk management practices.

Enhancing risk communication and reporting

Effective communication and reporting channels are vital 

for successful ERM. Neglecting employee engagement 

can hinder the flow of risk-related information within the 

organization. When employees are disengaged or una-

ware of risk management practices, they may not com-

municate risks in a timely manner, report incidents, or 

share valuable information that could help in identifying 

emerging risks.

Engaged employees, on the other hand, are more likely to 

communicate risks effectively, report incidents promptly, 

and share insights that can contribute to the organiza-

tion’s risk intelligence. They feel comfortable raising con-

cerns, sharing  observations, and providing  feedback  on

risk-related matters. This open communication and active reporting culture enable organizations 

to identify and address risks more efficiently, preventing potential issues from escalating into 

major crises.

Neglecting employee engagement can limit the effectiveness of risk mitigation efforts. When 

employees are not engaged in the risk management process, they may not fully understand the 

importance of risk mitigation measures or their role in implementing them. This can result in 

inconsistent application of risk controls or resistance to adopting risk management practices.

Engaging employees in risk mitigation initiatives ensures that they understand the purpose and 

significance of risk controls. They become active participants in implementing risk mitigation 

strategies, promoting adherence to policies and procedures, and identifying opportunities for 

improvement. Their engagement enhances the organization’s overall risk resilience, as risks are 

identified and addressed collectively.

Strengthening risk mitigation and resilience
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Avoid treating risk assessments as one-time activities

Risk assessments should not be viewed as isolated events that occur sporadically. Risks are 

dynamic and can evolve over time due to changes in the business environment, industry trends, 

regulations, or internal factors. Treating risk assessments as one-time activities can lead to 

outdated risk profiles and inadequate mitigation strategies.

Revisit risk mitigation strategies regularly to ensure their effectiveness

Risk mitigation strategies should be regularly reviewed and assessed for their effectiveness. As the 

business environment changes, certain mitigation measures may become less effective or new 

strategies may need to be implemented. By revisiting risk mitigation strategies, organizations can 

adapt and improve their approach to risk management, ensuring that controls and safeguards 

remain aligned with current risk profiles.

Organizations should regularly review and update their risk assessments to ensure that they 

accurately reflect the current risk landscape. This includes identifying new risks that may have 

emerged and reassessing the likelihood and impact of existing risks. By staying proactive and 

adaptive, organizations can effectively respond to evolving threats and opportunities.

Continuously update risk assessments to reflect changes in the business
environment
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By not neglecting regular risk assessments and updates, organizations can maintain a proactive 

and informed approach to risk management. This allows them to stay ahead of emerging risks, 

make timely adjustments to their mitigation strategies, and ensure that risk management efforts 

remain relevant and effective in the ever-changing business landscape.

Don’t neglect regular risk assessments and updates

Avoid treating risk 
assessments as 

one-time activities

Revisit risk mitigation 
strategies regularly to 

ensure their effectiveness

Continuously update 
risk assessments to 

reflect changes in the 
business environment



Conclusion
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Effective enterprise risk management is a continuous and proactive process that requires 

organizations to be vigilant, adaptable, and committed to mitigating risks. By following the do’s of 

ERM, organizations can enhance their ability to identify, assess, and manage risks effectively. 

Proactive risk assessments, clear risk management processes, regular monitoring and review of 

risks, and fostering a risk-aware culture are essential elements of successful ERM.

Organizations should assess risks proactively by conducting thorough risk assessments, 

identifying potential risks and vulnerabilities, and prioritizing risks based on likelihood and impact. 

Clear risk management processes, including defining roles and responsibilities, implementing a 

structured risk management framework, and establishing communication channels for reporting 

and addressing risks, ensure consistency and transparency in risk management practices. 

Regularly monitoring and reviewing risks, evaluating the effectiveness of risk mitigation strategies, 

and staying updated on emerging risks and industry trends enable organizations to adapt and 

respond to evolving challenges.

On the other hand, organizations should avoid neglecting potential risks, overlooking or dismissing 

risks based on subjective judgments, relying solely on reactive measures, isolating risk 

management functions, and treating risk assessments as one-time activities. Instead, they should 

continuously update risk assessments to reflect changes in the business environment, revisit risk 

mitigation strategies regularly, and avoid neglecting regular risk assessments and updates.

By following these do’s and avoiding the don’ts, organizations can unlock the power of enterprise 

risk management and create an environment where risk is understood, managed, and accepted 

at an appropriate level. Effective ERM improves decision-making, increases efficiency and 

effectiveness, reduces costs, enhances reputation, and ultimately improves shareholder value. 

ERM is a journey, and by embracing these principles, organizations can navigate the 

ever-changing risk landscape with confidence and resilience.


