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This risk can emanate from socio economic or regulatory changes, balance sheet and financial 

resource limitations or HR/People skill limitations.  

 

 

 

 

 

 

Managing Your Risk Guide 

 

 

 

 

                                     

 Strategic Risk 
 

          What is this risk area? 

 

This is the risk which affects the ability of an organisation to achieve 

its strategy and strategic objectives as a result of specific decisions or a lack of decisions. It is 

impacted by not identifying, assessing and managing risks and uncertainties, affected by 

internal and external events. 

 

Where does this risk area emanate from? 

 

 

 

Example of Strategy risk interconnectedness to other risk areas: 

 

 

 

 

Where does this risk area manifest itself? 
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This risk affects the ability of an organisation to achieve its strategic objectives. Not having a 

clear or definitive strategy can severely impact operations, financial performance and ultimately 

the balance sheet and viability of the organisation. 
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Why is it important to manage these risks? 

 

Where to start in managing this risk area? 

 

What is the benefit of actively managing this risk area? 

DottRisk has the following detailed risk guides covering what we believe are the critical areas 

of Strategy risk management. 
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Nothing is more critical to the long-term success of a business than the decisions of which 

markets to operate in, how to structure, operate and fund the business. Long term planning 

(starting with good research) and constantly updating your strategy are vital to your success. 

 

Strategic risk management typically starts with the owners and managers doing a high-level 

assessment of the industry they operate in to assess the current competitive landscape and the 

opportunities and threats in the future. The result is a clear plan of what the business plans to 

do in the coming years and how this will be reviewed and adapted. 

 

Effective strategic risk management will ensure that the business makes deliberate and 

conscious decisions about the products and services it will produce/ render, including 

decisions about market positioning (e.g. quality vs. product), how to diversify earnings and 

even about how the business will embrace (lead) or counteract technology changes. 
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“Every battle is won before it is fought” - Sun Tzu 

Introduction to Strategic Risk 

Strategic Risk is the risk which affects the ability of an organisation to achieve its strategy and 

strategic objectives as a result of specific decisions or a lack of. It is impacted by not 

identifying, assessing and managing risks and uncertainties, affected by internal and external 

events. 

It is important to manage these risks because nothing is more critical to the long-term success 

of an organisation than the decisions of which markets to operate in, how to structure, operate 

and fund the organisation. Long term planning (starting with good research) and constantly 

updating your strategy are vital to your success. 

Every organisation needs to have a clear strategy and vision 

that is well documented. The following guide seeks to 

emphasize how the process of strategic planning can be as 

important to an organization as the results. The guide does this 

by highlighting the importance of identifying, assessing and 

managing risks and uncertainties that will influence whether 

your organisation will achieve its strategic objectives or not.  

This will be achieved by firstly getting the leaders, owners and 

managers of the organisation to do a high-level assessment of 

the industry in which they operate in, to assess the current 

competitive landscape and the opportunities and threats that may arise in the future. This will 

be followed by the formal adoption of a strategic risk management framework -it is critical that 

the shareholders/funders share this vision and be committed to the long-term strategic direction 

and growth of the organisation. Lastly the guide will provide organisation leaders, owners and 

managers with the specific tools and content to solve their risk problems. 

Doing Effective Strategic Planning and Swot Analysis 
Strategic thinking and planning needs to be comprehensive and dynamic. It is imperative that 

an organisation takes time now and again to assess itself against the competition. One of the 

fundamental attributes of strategy is to be contemporary. This is especially true when entering 

a new market or launching a new product or service and making decisions on how to market it 

successfully. 

A SWOT analysis is a 360-degree scan and overview of an organisation. It enables an 

assessment of the operational robustness of an organisation. 

It is imperative that an organisation takes time now and again to assess itself against the 

competition. This is especially true when entering a new market or launching a new product or 

service and making decisions on how to market it successfully. 

Doing a SWOT Analysis helps an organisation to assess itself honestly and effectively, as well 

as take stock of its competition and the industry itself.   A well-done SWOT analysis can help 

an organisation be more competitive when it comes to business decisions. 

 

 

http://templatelab.com/sales-plan-templates/
http://templatelab.com/sales-plan-templates/
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Executing Strategy – Ability to Execute, Constraints, Strategy in times of Crisis, 

Strategic Re-alignment 

In order for organisations to formulate and implement meaningful and useful strategies, they 

need to be capable of executing the strategy and be aware of all their constraints and limitations. 

An organisation needs to ensure that they can execute their strategy effectively. As part of the 

strategy execution process, strategic objectives need to be translated into activities and concrete 

actions with clear accountability for delivering activities and strategic outcomes. All critical 

activities need to be clearly defined.   

A sound business strategy is a great first step to building a business, but unless that strategy is 

acted upon, the strategy is nothing but an idea. Successful strategy execution relies upon 

organisations undertaking activities that will plausibly cause their strategic objectives to be 

achieved. 

In the same way that a budget is reviewed monthly to ensure financial commitments are being 

kept, the strategy should be reviewed regularly, with an eye toward determining if the strategy 

is producing results. 

Underestimating the impact of a new strategy before it is implemented can have major 

implications and expose serious operational constraints. This is particularly relevant where new 

products or services are introduced. The ability to service and support new or additional 

products or services is often totally under-estimated. 

While strategic direction requires on-going focus and attention in the normal course, post the 

Covid 19 pandemic most organisations are going to have to completely revisit and revise their 

business and marketing strategies for survival. Organisations are going to need to reconfigure 

and repurpose themselves.  

Notwithstanding the nature of a crisis risk event, there are ways to mitigate potential risks and 

reduce losses by being better strategically prepared for disasters.  

Avoiding Disruption, Managing Disruption, Brand and Reputation Management 
You need to understand the dynamics of your industry and its susceptibility to innovation, 

technological disruption, supply chain disruption, restriction on movement, mechanisation and 

disintermediation. Most industries and business environments are no longer stable and static.  

Disruption risk needs to be examined through the clear assessment of the organisations 

particular business model against the key business disruption risk indicators. 

You need to establish how vulnerable your organisation is to change e.g. how much innovation 

and change is happening in your industry on a 2 to 3 year view and the possible threat of new 

entrants or existing players disrupting your industry. Most industries are becoming far more 

unpredictable than before and organisation leaders will need to be more creative to remain 

competitive by continually reinventing themselves. You need to monitor for threats and adjust 

your strategy accordingly. 

Disruptions in the forms of new technologies, business model “pivots”, pandemics and 

ecosystem changes will force significant strategic choices in order to survive, maintain and 

grow organisational success.  
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It is important to be aware of the driving factors behind cost or revenue pressures. For example, 

if the socio-economic factors in your country are leading to a gradual reduction in your target 

market, and this is impacting on your sales, you need to be aware of this, and to plan according. 

Diversification of products or markets become critical.  

It is vital to understand the vulnerability to possible disasters, supply chain failure, major 

currency depreciation, inability of people to pay you, the loss of key products or agencies, loss 

of patents, potential cancellation of distribution or licensing agreements and how these would 

affect your overall revenue and profit. This process should start with a formal audit of all IP, 

supply agreements and distribution relationships (agencies) to establish what contingency 

planning action should be taken. 

In times of disaster, very specific and radical action might have to be taken where it is not 

business as usual or normal. This can require tough decisions around stock disposal, 

retrenchment of people, closure of operations and the entering into arrangements with funders, 

banks, suppliers and landlords to provide financial relief. These decisions need to be made in 

the light of securing the future of the organisation for the long term and the securing of future 

revenues. 

 

It is important that the protection and growth of a brand or reputation forms part of strategic 

planning and thinking. Organisations need to protect their brands and reputation and continue 

to invest in these. The building, protection and retention of your brand and image need to form 

an integral part of your strategy. 

Aligning the Strategic Vision of the Owners, Shareholders, Management and 

Partners  

Creating an optimum alignment and harmony among the stakeholders can dramatically 

improve organisational success. Failure to create alignment often leads directly to failure. 

Strategy provides the organisation with a common purpose, goals and a set of actions to reach 

that particular goal. Strategy ensures that everyone is working for the same outcome (your 

organisations success) and it is a mindset which should be understood by every person in the 

organisation and used to guide all decision-making within the organisation.  

 

Shareholder alignment and harmony are critically important to entrepreneurial and investor 

success. Alignment is a prerequisite for optimum organisation structuring. Alignment is all 

about human behaviour and group psychology. Creating an optimum alignment and harmony 

among the stakeholders can dramatically improve organisational success. Failure to create 

alignment often leads directly to failure. 

Due Diligence 
One way of reducing risk or growing an organisation is by the acquisition of other existing 

organisations or diversification of the existing organisation into other new areas. With all 

acquisitions and initiatives come new and additional risks. 

It is inconvenient, damaging, time consuming and embarrassing to back out of a transaction or 

agreement and to end up in litigation or court trying to recover damages or monies paid over 

for a dud business or organisational opportunity.   

A thorough due diligence could well also prevent you from over-paying for an organisation or 

a stake in one as well as prevent unnecessary losses being incurred. Due diligence is never 

going to reveal everything, so when purchasing an organisation or entering into an agreement, 

http://knowledgeblob.com/leadership/the-seven-keys-to-success/
http://www.angelblog.net/Corporate_Structure.html


 

6 of 9 
© All rights to this material and contents are reserved by Dott Risk Consultants (Pty) Ltd. 

you have to leave room for error. As a rule of thumb, if you can’t understand the business or 

the proposed opportunity, don’t get involved in it. Audited financial statements need to be 

carefully read for any disclaimers or qualifications. You also need to see the extent to which 

the assets of the organisation are encumbered to banks or lenders as security. You also need to 

look at the trends in critical numbers such as turnover/sales, cost of sales, gross profit, net 

profit, profit margins and cash generation. 

Due diligence is an on-going process, and you can never know enough about existing and 

prospective business opportunities. 

When conducting your due diligence, you need to look deeper than just the financial records 

of an organisation as there are many other things not in accounts that have to be looked at. 

Diversifying Risk - Reducing Exposure, Concentration Risk, Investment 

Diversification 
Many organisations are very dependent on one or a couple of key products, services and/ or 

customers/ clients, markets/industries such that the loss in these products/services, markets or 

customers will severely threaten the viability of the organisation. Concentration risk defines 

the level of exposure/ reliance on any specific products, debtors, customers or industry types. 

One way of reducing risk or growing an organisation is by the acquisition of other existing 

organisations or diversification of the existing organisation into other new areas. With all 

acquisitions and initiatives come new and additional risks. 

Before you look to grow and diversify your organisation by acquisition or by investing in and 

entering a new industry, you need to undertake comprehensive due diligence and assess your 

ability to manage the new risks. It is important to remember that not all good ideas translate 

into viable businesses and that not all gaps in the market will translate into a viable market in 

the gap. 

Environmental Strategy  
With climate change having an ever-increasing impact on the world and society at large, it is 

important that it receives specific attention as part of strategic planning and risk management 

going forward. 

With water already being a scarce resource in many regions and areas, given the worsening 

water situation as a result of climate change and accompanying erratic rainfall, a water strategy 

needs to be put in place.  

Vulnerability to rising sea water levels needs to be assessed as this is going to have a permanent 

bearing on populations and organisations based in low lying and coastal areas. The 

repositioning of organisational operations will become a reality and will need to form part of 

strategic planning. 

Along with climate activism, increasing regulation and environmental turmoil is a changing 

requirement of corporate social responsibility on the part of all organisations. 

Sustainability of the supply of raw materials and resources needs to extend to strategic planning 

in even small organisations. 
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Exit Strategy – Exit to Family, Other Considerations 
One of the great anomalies about starting or acquiring an organisation is that as soon as you 

have started the business, you need to start formulating an exit strategy for yourself from the 

business, even if this is likely to still be twenty to thirty years away. You have to have an end 

in mind. Having an exit strategy is important as over time it needs to become an integral part 

of your decision-making and dictates a number of key strategic decisions you will make around 

your organisation. 

It is imperative that you focus on building an organisational asset of value that can be sold at a 

premium price one day. The key components of this are to ensure that you focus on sustainable 

growth and that you are building a business on a platform that can grow and deliver (a scalable 

organisation). The organisation must be relevant and material to your customers with 

entrenched robust systems and processes. 

Timing an exit as best you can is also a critical aspect. 

Stewardship down the generations is often seen as the unwritten succession plan at the heart of 

family businesses. But while family businesses can be cohesive, supportive, like minded and 

run with great passion making them very effective, this is very unusual. It is also often thought 

that the natural evolution of bringing in younger family members as part of a succession plan 

and then leaving or disposing of the organisation to them is the best way for a family business 

to go. This approach can be defective on a number of counts, one of the main ones being the 

inability to unlock and realise the true value of the organisation. 

Family businesses often see the owners taking emotional decisions, which might be prejudicial 

to the organisation in the long run. Outside investors are often loath to invest in family run 

businesses and prefer to see these types of businesses being evolved into solid commercial 

operations focusing solely on building the brand and profitability. It is also not easy to 

discipline and demand the same work ethic from family as it is with outsiders  

There is also always a risk of killing a business with the involvement of extended family and 

children, pending them taking the business over. The failure rate of family businesses down a 

succession line is very high, with almost 70% of businesses failing when passed to the second 

generation. Failure rates increase even further when passed to a third generation. 

Many people perceive a far greater worth for their business than the financial realities of its 

performance. Goodwill or brand value is often grossly over-valued as is their perceived 

competitive advantage and assumed uniqueness of their business. 

Disposals do not come easily unless the business being disposed of has valuable intellectual 

property or patents, a distinct competitive advantage, tangible brand value, operates in a niche 

area, has reached a critical mass or has considerable scalability and/or will complement or 

provide significant synergies to the buyer. Buyers will also be looking for economies of scale 

and cost or overhead rationalisation in order to increase profitability. 

Sometimes no matter how good a business is, it is just too small to be considered as a viable 

acquisition for a big business or global organisation. This is quite simply due to the fact that 

the same amount of executive time and resources have to be spent on each deal. 

Funding Growth 
A strategy requires continuous investment from shareholders, funders and stakeholders if the 

business is to adapt, grow, evolve and remain sustainable. The importance of ensuring the 
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strategic support and funding commitment of shareholders (and debt providers) cannot be 

stressed enough and failure to ensure this may well result in the failure of the strategy. 

How much funding and how the strategy is to be funded is almost as important as the strategy 

itself. 

It is critically important to obtain the commitment from existing shareholders and funders that 

they will provide the capital and loans required to drive the agreed strategy. A strategy requires 

continuous investment from shareholders, funders and stakeholders if the business is to adapt, 

grow, evolve and remain sustainable. 

HR Strategy - Leadership, Performance Management and Succession plans 
HR Risk is the risk that human capital is not adequate to execute business strategy.  

The ability to take a pro-active approach to HR Governance, risk and compliance are key 

components in supporting the strategic capability of growing a business and its people. Just as 

with other risks, an HR risk culture must be built into an organisation. People and behavior are 

often the biggest sources of organisational risk and as such you need to have robust HR 

processes and controls in place. 

 

You need to have a formal Strategic HR plan in place (e.g. covering areas such as succession 

planning, future skills requirements and how HR will help drive the strategic objectives of the 

organisation). Strategic thinking needs to focus on both the downside and upside risk. 

 

As you grow the number of employees the need to manage and show leadership becomes all 

the more important. Performance barriers and indicators to poor performance need to be 

identified. 

 

Good succession planning is vital to avoid the disruptions caused by the death, injury or sudden 

departure of key individuals. 

 

The succession plan should not only identify those individuals that may take over critical 

management roles, but also identify the personal development required for those individuals 

(in qualification, intellectual capital, skills and experience) and set out a programme to address 

those gaps. 

Time - A Scarce Strategic Resource, Management, Meetings 
Time is one of the most critical resources of a business operator. Because of its scarcity, you 

have to use it smartly and wisely. Working smart by using and leveraging technology and 

automating activities, will open up time for you to focus on scaling up your organisation, 

improving your business systems, training your staff and of course provide you with more time 

for customers and business development. 

As a business owner, you have to ensure that the entire organisation uses this resource 

effectively and prudently. The opportunity cost of poor use of time can be significant. 

Meetings are an area that can take up an inordinate amount of time, and it is important that they 

are concise, keep everyone focused and on track and achieve their objectives. 

Every meeting should have a clear goal, start on time, a set agenda, chairperson and time limit.  
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Technology Risk – Managing the Risks of Technology 
Technology is having an ever-greater impact on society and businesses, with the rate of change 

(and impact) increasing almost exponentially. 

It is vital for you to identify as many of the technology risks facing your organisation as 

possible. It is also important to assess the vulnerability of the organisation to technology and 

to change or modify this risk accordingly. 

By not formally and deliberately looking at technology as a risk (and opportunity), will 

probably severely limit your overall strategic risk management. 

All organisations should appoint someone (possibly the person responsible for strategy) who 

should be tasked with making sure the organisation is fully aware of the impact of technology. 


