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Preface

Integrating Risk and Performance is an Economist Intelligence Unit survey and executive summary 
sponsored by Oracle.

The Economist Intelligence Unit bears sole responsibility for this research. The Economist Intelligence 
Unit’s editorial team created the survey and wrote the report. The fi ndings and views expressed in this 
report do not necessarily refl ect those of the sponsor.

Lisa Valentine was the author of the report and Dan Armstrong was the editor. The research drew on a 
15-question online survey on how companies are incorporating risk and performance management into 
their planning processes. Our thanks are due to all survey respondents for their time and insights.
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Integrating risk and performance 
Collaborating for better decisions 
and greater buy-in

Successfully integrating the management of risk and performance requires strong processes that reach 
deep into the organisation, according to a survey of senior executives by the Economist Intelligence 

Unit. It’s even more vital than the involvement of senior executives, says the poll. This executive summary 
of the survey explains why.

The economic turmoil of the past two years has taught executives of the need to anticipate risks and 
plan for alternative scenarios. But learning a lesson and acting on it are two different things. Many 
organisations lack the right processes to create the kind of robust and fl exible business plans suited to 
a fast-changing environment. The most adaptable plans are informed by data from everywhere in the 
organization—from the salesperson who meets a competitor leaving a customer’s offi ce to the accountant 
who notices a buildup in a particular product’s deferred expenses. These clues usually remain buried 
deep in the organisation. Plans fail to incorporate the full range of risks. Individuals may be forewarned, 
but the organisation is not forearmed. Like the Titanic, the corporation is a big boat with a small rudder, 
speeding into the future with a limited ability to turn.

In December 2009 the Economist Intelligence Unit surveyed a global group of senior executives 
about the issues they face in integrating performance management with risk management. Performance 
management is about reaching objectives; risk management is concerned with unforeseen events that 
could derail those objectives. Since performance and risk are two sides of the same coin, both fi nd their 
way into plans and budgets. But are performance objectives truly adjusted for risk? Do they incorporate 
the most accurate intelligence from throughout the company? In most companies, the answer is no.

About the survey 

In December 2009 the Economist Intelligence 
Unit conducted an online survey of 177 executives 
worldwide to determine how they are using risk 
and performance management in their strategic 
planning process. Of the respondents to the survey, 
48% were senior executives (board-level or C-level) 
and 52% were directors, business unit heads and 

other managers, most frequently from the strategic 
planning, fi nance, operations or marketing and sales 
functions. The key industries were fi nancial services, 
technology, manufacturing and professional services. 
Worldwide, 36% of respondents were based in North 
America, 28% in the Asia-Pacifi c region, and 28% from 
Europe. The remaining 8% were from Latin America, 
the Middle East and Africa. Almost half (49%) worked 
at organisations with global assets of more than 
US$500m. 
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Central planning doesn’t work
Long ago economists realised that central planning doesn’t work at a national level. Yet it continues to be 
used by companies: corporations are essentially centrally planned economies functioning within a market 
environment.  Budgeting and planning may not be done at the very top of the hierarchy, but at most 
companies they are still relatively centralised.

The problem is that while those at the top can set objectives, they seldom understand the full scope 
of the risks that affect whether the objectives are realised. The closer one is to customers, markets and 
suppliers, the more visible these risks become. For instance, the manager of a cosmetics counter in 
an urban department store knows more about her customers and competition than anyone else in the 
company. As the Austrian economist Friedrich von Hayek showed, the most valuable information in an 
organisation resides not at the top but among the hundreds, thousands or (in the case of countries) 
millions of individuals in the group. 

The respondents of the survey understand this. They realise that integrating risk with performance 
management, in order to be effective, requires drawing new people into the decision process. However, 
they also worry about the “too many cooks” problem: the more people involved, the more unwieldy the 
planning process becomes.  As the survey fi ndings below demonstrate, many respondents worry that 
integrating risk and performance will result in “paralysis by analysis.”

0 10 20 30 40 50

Biggest drawbacks of integrating risk and performance
(%)

Excessive complexity in
decision-making/planning

Too many people involved
in decisions/plans

Rigid processes that
jeopardise speed/agility

Excessively subjective
measures of performance

Too difficult to implement

No drawbacks

Source: Economist Intelligence Unit survey, January 2010.
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Masters of process
Survey respondents are right to fear that, all else being equal, involving more people in performance 
decisions will slow things down. People without process equals anarchy. That’s the reason the companies 
most successful in integrating risk and performance management are masters of process.

These companies can effi ciently move knowledge within the organisation despite the fact that each 
person knows only a small group of colleagues. Ideally, they can gather specialised knowledge from 
around the organisation into a single plan built from many scenarios. Survey respondents recognise this 
fact when they say that process is the single most important factor in integrating risk with performance 
– even more important than senior management involvement, and far more important than technology.

But a process is exactly what many respondents to the survey lack. A majority say that risk modeling 
and scenario testing are part of business planning activities. And most claim that the risk management 
and performance management functions constantly discuss risks and opportunities. However, less than 
half say that their organisation has an explicit process to manage the most uncertain aspects of business 
projections. The areas of greatest uncertainty are those that demand the most attention. “Long tail” 
risks—rare and high impact—can devastate a business. Prosaic risks are important, but at the very least an 
organisation-wide process should be able to uncover the major ones. 

 

The right processes

Direct involvement by executives

Direct involvement by line managers

The right technology

Source: Economist Intelligence Unit survey, January 2010.

0 10 20 30 40

When integrating risk with performance management, which is most important? 
(%)
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How realistic are performance goals?
In a traditional top-down goal-setting process, planners work from the company’s business strategy to 
develop a set of performance targets and measures. Senior executives drive these targets and measures 
into the organisation, where line managers work on execution. This process also resonates with every 
manager, who knows that even the fl attest organisations are still hierarchies, and performance targets 
handed down from above must be taken seriously.

Unfortunately, among many managers, performance targets fail to match up to the reality they face 
every day. In the survey, these respondents – who tend to be VPs or business-line heads – say that 
pressure from above forces them to accept performance objectives that they consider too optimistic. 
These respondents are also likely to say that:

l The leaders of their organisations show little enthusiasm for considering risk when setting 
performance objectives (82%).

l There is little perceived need in their organisations for the integration of risk and performance 
management (86%).

l There is insuffi cient focus on risk in their organisations, ie the balance between risk and opportunity is 
skewed towards opportunity (73%).

Managers who accept performance targets that they don’t believe in are likely to be cynical about other 
aspects of their jobs as well. As two respondents wrote in response to an open-ended question about what 
they learned from the downturn, it’s important to always “have a scapegoat ready.”

 

Risk modeling and scenario 
testing are part of our business 

planning process

There is consistent and active 
communication between the risk 

and performance management 
functions of my organisation

My organisation has an explicit 
process to manage the most 

uncertain aspects of business 
projections

Source: Economist Intelligence Unit survey, January 2010.

Scenario testing and active communication, yes; explicit processes, not so much
(%)

-40 -20 0 20 40 60 80%

AgreeDisagree



© Economist Intelligence Unit Limited 2010

Integrating risk and performance  
Collaborating for better decisions and greater buy-in

6

Professional services

IT & technology

Manufacturing

Energy

Financial services

Professional services

IT & technology

Manufacturing

Energy

Financial services

Professional services

IT & technology

Manufacturing

Energy

Financial services

Professional services

IT & technology

Manufacturing

Energy

Financial services

Professional services

IT & technology

Manufacturing

Energy

Financial services

Professional services

IT & technology

Manufacturing

Energy

Financial services

Source: Economist Intelligence Unit survey, January 2010.

Source: Economist Intelligence Unit survey, January 2010.

Source: Economist Intelligence Unit survey, January 2010.

Source: Economist Intelligence Unit survey, January 2010.

Source: Economist Intelligence Unit survey, January 2010. Source: Economist Intelligence Unit survey, January 2010.

Integration of risk and performance management: 
Day-to-day operational decisions
(%)

Integration of risk and performance management: 
Capital spending decisions
(%)

Integration of risk and performance management: 
Product development
(%)

Integration of risk and performance management: 
Audit & compliance
(%)

Integration of risk and performance management: 
Supply chain
(%)

Integration of risk and performance management: 
Long-term planning
(%)

-80 -60 -40 -20 0 20 40

Less integration                        More integration

Less integration                        More integration Less integration                        More integration

Less integration                        More integration
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Where the process works best
The risks best integrated into decisions tend to be those that pose the biggest threat. For instance, 
fi nancial services companies accept risk every time they agree to extend credit, guarantee a transaction 
or hedge a customer’s receivables. So it’s no surprise that executives at fi nancial services fi rms, more 
than their counterparts in many other industries, say that they have integrated risk considerations into 
the performance objectives of day-to-day operational decisions. As a highly regulated industry, fi nancial 
services also integrates risk management processes into product development and audit and compliance 
goals. Other areas in which respondents say risk and performance management are integrated include:
l Capital expenditure decisions in all industries except fi nancial services
l Supply-chain performance in energy and manufacturing
l Product development goals in the technology industry
l Long-term planning in professional services and technology
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Every manager faces mandates from above. But the most successful organisations combine the 
aspiration for high performance with the recognition that risk can thwart the best-laid plans. In these 

organisations, information fl ows from both the top down and the bottom up. Every person in contact with 
customers, suppliers, regulators and others can be thought of as a sensor – someone at an end-point of 
the network with unique information that can fl ow up through the organisation and inform the budget 
and the plan.

The problem is how to manage this fl ow of information. Psychologists have repeatedly demonstrated 
that involving more people with multiple perspectives improves decisions. Yet organisations also need 
to simplify decision-making in order respond quickly to customers and competitors. When everyone 
participating in planning uses a single framework and process, it becomes possible to incorporate the 
intelligence of the crowd into the assumptions and forecasts about the business. As the Beatles told us, 
you know that can’t be bad. And with more accuracy and clearer accountability, you know you should be 
glad.

Those organisations reporting the most success with integrating risk and performance management 
have the following best practices: 

l Focus fi rst on process, then on gaining executive support. Survey respondents highlighted process 
as the single most important factor in successfully integrating risk considerations into budgets and 
plans – even more important than involvement by senior executives. Although some respondents say 
that senior executives don’t need to be involved, these respondents tend to be the same ones who 
complain that there is a mismatch between performance targets and reality. 

l Once processes are in place and executive support is secured, think about how activities can 
be automated. Automation can help to lock in common defi nitions, standards and workfl ow. For 
instance, risk managers tend to talk about continuous probabilities; planners think in terms of 
discrete scenarios. These two approaches can be resolved by asking all participants to provide 
forecasts in terms of probabilities and expected values. In a strong process, everyone participates 
within a common framework, and the outcome incorporates assumptions from all participants.

l Focus on the areas where the payoff is greatest. In most industries, the focus is on high-level 
strategic planning and large capital expenditures. In manufacturing and energy, the focus is also 

Conclusion
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*  The tag cloud was created 
from responses to the open-
ended question “What has 
the high level of volatility 
and uncertainty of the last 
18 months taught you about 
the relationship between 
risk management and 
performance management? 
Please write three words or 
short phrases in the three 
spaces below.” The size of 
the typeface reflects the 
frequency of the response. 
Multiple responses with 
identical meanings were 
reworded to match each 
other.

on the supply chain (as well as on planning and capital spending). By contrast, fi nancial services 
focuses on day-to-day decision-making. (Note that companies failing to integrate risk issues when 
deciding on capital expenditures are the same fi rms where managers feel that performance goals are 
overambitious.) 

One question that remains largely unanswered is what the most successful fi rms have done in order to get 
the process right. It could be because risk awareness has been pushed deep into the business (ie every 
manager is a risk manager). It could be that, as the industry breakouts seem to suggest, risk professionals 
concentrate on the highest-risk aspects of the business (and therefore the highest-risk pieces of the 
planning process). Or it may be because the company hires experienced risk managers capable of seeking 
out and working with the right business managers. Regardless of the reasons, companies can benefi t 
from examining how risk affects performance and building a planning process that accomodates the 
inevitability that events will not unfold as expected.

What have you learned about the relationship between risk and performance management?* 
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Several scenarios are devised, along with a single strategy flexible enough to be adapted to all of the scenarios (ie, several scenarios, one flexible strategy)

Several scenarios are devised, with one strategy (or variation on a strategy) formulated for each scenario (ie, several scenarios, several strategies)

Several scenarios are devised, and one strategy is formulated for the most likely of the scenarios (ie, several scenarios, one strategy)

One strategy is formulated, and no consideration is given to different scenarios or factors that may deflect the company from the strategy 
(ie, one scenario, one strategy)

Other

Don’t know

Which of the following statements best describes your company’s strategy?
(% respondents)

 35

 24

 23

 13

 2

 4

Strongly agree            Somewhat agree            Neither agree nor disagree            Somewhat disagree            Strongly disagree            Don’t know

My organisation tracks risk indicators and regularly compares them to performance measurements

Risk modeling and scenario testing are part of our business planning process

My organisation enumerates, evaluates and prioritises risks during the planning process

My organisation monitors the environment regularly, evaluates implications of events, and changes performance objectives if needed

My organisation has a portfolio of initiatives, and re-prioritises objectives when a significant change in prospects occurs

My organisation has an explicit process to manage the most uncertain aspects of business projections

There is consistent and active communication between the risk and performance management functions of my organisation

To what extent do you agree or disagree with the following statements about the integration of risk management and 
performance management in your organisation?
(% respondents)

 21 46 11 14 7 

 21 40 20 10 9 

 22 46 17 10 4 1

 32 34 20 10 3 1

 27 36 20 11 3 3

 10 31 25 23 8 2

 20 34 23 15 8 1
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Day-to-day operational decisions

Long-term strategic plans

Capital spending decisions

Supply-chain management

Product development

Quality assurance

Performance management

Audit and compliance

Finance and treasury processes

Other

Don’t know

In which of the following decisions, processes and initiatives 
is risk management most closely integrated? Where are they 
least integrated? Please choose two from each column. Most 
integration of risk management.
(% respondents)

Most integration of risk management
Least integration of risk management

 23
 43

 48
 15

 38
 11

 6
 21

 14
 23

 8
 18

 9
 23

 21
 15

 20
 10

 2
0

 3
 4

38

34

18

9

2

The right processes

Direct involvement 
by executives

Direct involvement 
by line managers

The right 
technology

Other

Which of the following is the most important way of 
integrating risk management and performance management? 
Which is the least important? Please choose one from each 
column. Most important way of integrating risk management and 
performance management.
(% respondents)

60

16

14

8

2

The right 
technology

Direct involvement 
by line managers

Direct involvement 
by executives

The right processes

Other

Which of the following is the most important way of 
integrating risk management and performance management? 
Which is the least important? Please choose one from each 
column. Least important way of integrating risk management and 
performance management.
(% respondents)

Better ability to navigate business uncertainty

Improved strategic planning

Better operational decision making

Risk-adjusted view of performance

More accurate budgeting and forecasting

Lower probability of challenging acquisitions

Other

No benefits

Don’t know

In your opinion, what would be the biggest benefits of 
integrating risk management and performance management 
more closely? Please choose up to two.
(% respondents)

 48

 45

 39

 34

 15

 4

1

0

1
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Excessive complexity in decision-making/planning

Too many people involved in decisions/plans

Rigid processes that jeopardise speed/agility

Excessively subjective measures of performance

Too difficult to implement

Other

No drawbacks

Don’t know

In your opinion, what would be the biggest drawbacks of 
integrating risk management and performance management 
more closely? Please choose up to two.
(% respondents)

 50

 36

 35

 28

 13

 3

 8

1

Inability to define and track a core set of Key Risk Indicators (KRIs)

Lack of perceived need for integration

Lack of quantifiable benefits

Lack of encouragement from our corporate leaders

The balance between risk and reward is skewed towards reward 
(ie, insufficient focus on risk, or the lack of a “risk culture”)

Risk management and performance management are in separate departments

Other

Don’t know

What are the main challenges in integrating risk management 
and performance management? Please choose up to two.
(% respondents)

 41

 35

 31

 24

 24

 11

 5

 2

Strongly agree            Somewhat agree            Neither agree nor disagree            Somewhat disagree            Strongly disagree            Don’t know

Business unit managers must formally agree to performance goals, but because there is pressure from above, 
they may privately feel that the goals are too optimistic

Performance targets in our organisation tend to be aspirational rather than realistic

Business unit managers can set low performance targets, leaving a great deal of latitude for risk events that may interfere with achieving those targets

To what extent do you agree or disagree with the following statements about the setting of performance targets in your 
organisation?
(% respondents)

 26 52 14 6 2 1

 20 29 23 21 7 0

 7 29 22 23 19 1

C-level (eg, CEO, CFO, CIO)

Executives reporting directly to C-level

Business unit / line-of-business heads

Head of risk management (if not C-level)

Managers of teams responsible for specific products or services

Front-line workers

At your organisation, in general, what level in the 
organisation is held responsible to the greatest extent when 
performance objectives are not met due to unforeseen risks or 
uncontrollable events?
(% respondents)

 49

 18

 17

 6

 6

 3
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United States of America

India

Canada

United Kingdom

Australia, France, Hong Kong, Singapore, Spain

Mexico, Germany, Indonesia, Italy, Turkey

Austria, China, Japan, Netherlands, Nigeria, Portugal, South Africa,
Sweden, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Egypt,
Estonia, Greece, Liechtenstein, Lithuania, Malaysia, New Zealand,
Oman, Pakistan, Panama, Poland, Romania, Russia, Serbia, Switzerland,
United Arab Emirates, Uzbekistan

In which country are you personally located?
(% respondents)

 26

 14

 8

 8

 3

 2

  1

North America

Asia-Pacific

Western Europe

Eastern Europe

Middle East and Africa

Latin America

In which region are you personally based?
(% respondents)

 35

 29

 26

 4

 4

 3

Financial services

Professional services

IT and technology

Manufacturing

Energy and natural resources

Entertainment, media and publishing

Consumer goods

Construction and real estate

Government/Public sector

Automotive

Education

Healthcare, pharmaceuticals and biotechnology

Aerospace/Defence

Chemicals

Telecommunications

Transportation, travel and tourism

Agriculture and agribusiness

Logistics and distribution

Retailing

What is your primary industry?
(% respondents)

 22

 14

 12

 9

 8

 6

 4

 3

 3

 3

 3

 3

 2

 2

 2

 2

 2

1

1
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Board member

CEO/President/Managing director

CFO/Treasurer/Comptroller

CIO/Technology director

Other C-level executive

SVP/VP/Director

Head of business unit

Head of department

Manager

Other

Which of the following best describes your title?
(% respondents)

 4

 22

 8

 4

 9

 18

 4

 10

 15

 5

Strategy and business development

General management

Finance

Operations and production

Marketing and sales

Risk

Customer service

IT

R&D

Information and research

Supply-chain management

Legal

Human resources

Procurement

Other

What are your main functional roles? 
Please choose no more than three functions.
(% respondents)

 39

 37

 22

 22

 19

 17

 10

 9

 8

 7

 5

 4

 3

 2

 3

51

9

14

9

17

$500m or less

$500m to $1bn

$1bn to $5bn

$5bn to $10bn

$10bn or more

What are your organisation’s global annual revenues 
in US dollars?  
(% respondents)
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