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Preface

The Risk Radar 2011 is an Economist Intelligence Unit report that investigates the key risks business 
executives are facing in 2011, and the ways in which firms are addressing these risks. The report 

is sponsored by RBS. The Economist Intelligence Unit bears sole responsibility for the content of this 
report. Our editorial team executed the online survey, conducted the interviews and wrote the report. 
The findings and views expressed in this report do not necessarily reflect the views of the sponsor.

Our research for this report drew on three main sources:

l We conducted an online survey of 275 executives from around the world between October and 
November 2010. The survey included companies from a range of industries. 

l To supplement the survey results, the Economist Intelligence Unit conducted a programme of 
qualitative research that included a series of in-depth interviews with industry experts.

l We also drew on the latest global and country-level risk analysis from the Economist Intelligence 
Unit’s Global Forecasting Service, which is now freely accessible at http://gfs.eiu.com/.

The author of the report was Christopher Watts. The editors were Abhik Sen and Chris Webber. We would 
like to thank all those who were involved in this research.
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The worst of the financial crisis may be over, but the global economy remains an immensely 
challenging environment for the world’s business leaders. Recent events in Tunisia, Egypt and Libya 

raise the prospect of further political instability in Africa and the Middle East. Continued sovereign 
debt problems in the euro zone are threatening the sustainability of the single currency. Rapid 
public spending cuts in the UK are likely to hamper its recovery from recession. And a similar problem 
might now befall the US economy following President Obama’s announcement that he intends to cut 
government spending significantly.

Despite these risks to growth, business leaders are under pressure to deliver improved results for 
investors and other stakeholders. This means they need to balance their company’s exposure to risk 
with the need to deliver earnings growth and attractive returns on investment. Striking that balance 
makes it critical that businesses have as clear an understanding as possible of the risks likely to affect 
their business over the coming year. If business leaders are not aware of the risks facing their company, 
and the options open to them in dealing with these, then they will be less likely to achieve their goals.

The purpose of this report is to highlight the key risks currently facing the global economy and to 
increase awareness about the strategies being deployed to deal with these risks. To shed light on these 
topics, the Economist Intelligence Unit conducted a global survey of 275 senior executives. The main 
findings of the research are:

Firms see volatile exchange rates as the top risk for the year ahead. More than half of the 
respondents to our survey see fluctuating exchange rates as one of the top three risks to their business 
over the next 12 months. 

There is evidence of a “preparedness gap” in some areas of risk. While 51% of respondents are 
concerned about currency risk, only 43% have plans in place to deal with it. Similarly, while 22% think 
increased regulation is a key risk, only 13% say their firms have any plans in place to deal with it.

Firms may be overconfident about their capacity to deal with risk. More than 30% of respondents 
who were hit by a severe risk in the past 12 months experienced a decline in revenue at their firm 
of between 11% and 25%. Despite this, the majority of respondents to our survey tend to be very 
or somewhat confident in their capacity to deal with risk. This may be evidence of optimism bias in 
corporate risk management practices.

A significant minority of firms are increasing their appetite for risk. Pressure from investors means 
that managers are cautiously increasing their appetite for risk. In the area of business and strategic 
risk, 34% of firms plan to increase their risk exposure in the next 12 months, and this figure rises to 
45% in the banking sector. Appetite for business and strategic risk is most pronounced in the Asia- 
Pacific region, where 42% of firms plan to increase their exposure in the coming year.

Executive summary
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Perceptions of risk vary between industries and across regions. For example, 23% of respondents 
identify regulation as a high risk for the year ahead, but this figure rises to 53% among respondents 
from the banking sector. Meanwhile, nearly 38% of respondents from Asia-Pacific see fraud and 
corruption as a high risk over the next 12 months, but this concern is much weaker in North America 
(10%) and Western Europe (18%). 

Longer-term shifts in risk management are underway despite resource constraints. Few firms are 
increasing the resources available for risk management. But many are trying to improve their risk 
management practices by, for example, introducing enterprise risk management systems. As new risks 
continue to emerge—including those related to regulation, climate and demography—the importance 
of risk management for firms is only likely to grow.

Chart 1 below summarises what respondents to our survey view as the top five risks in each of the major 
risk categories they were questioned about.

Chart 1: The 2011 Risk radar 
(% of respondents identifying risk as one of their top five biggest concerns)
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Ray Kroc, the entrepreneur who set up the McDonald’s Corporation in the 1950s, once said: “If 
you’re not a risk taker, you should get the hell out of business.” Taking risks certainly paid off 

handsomely for Mr Kroc, and it would be difficult to find any modern-day executive disagreeing with 
the idea that calculated risk-taking is a key determinant of business success.

Even before the financial crisis of 2008, the drive to understand and manage the risks surrounding 
business decisions had become one of the defining features of contemporary corporate culture. Now, 
of course, the financial crash and subsequent “great recession” have amplified this trend even further. 
The result is that no less than 75% of respondents to our survey agree that risk considerations are 
playing an increasingly important role in strategic thinking at their firm. 

The global economy now appears to be on a more stable footing and businesses are looking to take 
advantage of opportunities for growth in 2011. But, even though the worst of the financial crisis seems 
to have passed, risks to business growth abound. 

This Economist Intelligence Unit report explains the key risks facing the world’s business 
community in 2011. In discussing these, it highlights differences in perceived risk across major 
economic regions and raises questions about whether business leaders are suffering from optimism 
bias about their ability to deal with risk. Finally, it explains some of the key strategies being used by 
business leaders around the world to mitigate the risks they are currently facing.

Introduction
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So, what do leading business executives around the world see as the key risks to their firms over 
the coming year? We grouped risks under three categories: economic, regulatory and market 

risks, business and strategic risks and political, safety and security risks. Chart 1 summarises what our 
respondents see as the top five risks in each of these categories. 

l Economic, regulatory and market risk
The top concern in this area is currency fluctuation, highlighted by 51% of respondents as the most 
serious risk they currently face. This reflects ongoing concern about currency imbalances—particularly 
between the Chinese renminbi and the US dollar, the inflationary effects of quantitative easing and 
worries about the long-term sustainability of the euro.

Thomas Wilson, chief risk officer at Allianz, the Germany-based multinational insurer, comments: 
“In the last 12 to 18 months, there has been an impact in terms of foreign-exchange rates through 
a variety of different channels. One channel may be a flight to quality as people become less certain 
about the stability of the European Union currency regime.”

The stability of the euro has been called into question because of sovereign debt problems among 
its member states, and the debt crisis has become a key issue for many businesses. As Alex Hall, group 
treasurer of ABB, a British engineering company, remarks: “The European sovereign debt crisis is 
probably the biggest [issue] we face. That kind of destabilisation is never good for business because 
one needs to have a sound financial system in order to operate.”

Rising or volatile materials prices are another important risk in this category, with one-third 
of executives surveyed ranking it as one of their top concerns. As might be expected, those in 
manufacturing appear particularly sensitive to fluctuations in the price of input costs, with 56% 
highlighting this as a key risk in the coming 12 months.

“The increased volatility of commodities is playing a major role in our business,” says Cees van Rijn, 
chief financial officer of Nutreco, a major animal and fish feed company based in the Netherlands. 
“We are seeing discussions about wheat prices, export bans in Russia and so on, so at the moment 
commodities are very volatile—and that is something we have to deal with very carefully.”

l Business and strategic risks
The difficult economic climate has increased competition for new customers as well as increasing the 
possibility that existing customers will go out of business. This is likely to have exacerbated normal 
business concerns about a loss of customers, and 37% of executives see this as one of their top 
business and strategic risks for the next 12 months. The need for business leaders to keep replenishing 
and developing their customer base is, of course, one of the main reasons that they need to take risks 
in the first place and is probably feeding through into a rising appetite for risk among business leaders.

Meanwhile, nearly one-third of those polled highlight the risk posed by new market entrants. “One 
thing our risk management programmes have been showing is that, as an organisation, we’re moving 

The 2011 risk radar



Risk Radar 2011
How firms are navigating risk

© The Economist Intelligence Unit Limited 20116

Global risks: the Economist Intelligence Unit’s 
independent assessment

Our own independent assessment of the top 10 downside or upside 
risks currently facing the global economy is set out in the table 
below. The top three risks in February 2011 are the potential for 
sovereign debt defaults, the possibility of increased protectionism 
and the risk that asset bubbles will burst.

l Major sovereigns default as public debt spirals out of control: 
There are considerable concerns about the sustainability of 
public debt positions in a number of countries. Heavily indebted 
sovereigns—including developed economies, notably in the euro 
zone—could struggle to raise private financing even at higher 
interest rates, and some could default.

l Tensions over currency manipulation lead to a rise in 
protectionism: Tensions are rising over attempts by some countries 
to weaken their currencies, and the US and China remain at odds 
over the value of the renminbi. A global “currency war” would raise 
the danger of protectionist responses. Greater protectionism would 
be very disruptive for businesses. Some firms would be shut out of 
markets, others would see profitability hit by having to choose local 
suppliers over cheaper imports.

l New asset bubbles burst, creating renewed financial 
turbulence: Massive monetary stimulus combined with the ongoing 
global recovery has led to concerns about new asset bubbles, mainly 
in emerging markets. Emerging-market assets have surged and risky 
asset classes such as commodities have also seen strong rebounds. 
It is questionable whether bubbles have yet formed on a broad scale 
but the risk of shocks to the global economy from market corrections 
is rising.

Description

Risk “intensity” score on a 25-point 

scale (based on a combination of 

probability and impact)

Rationale for intensity score (descriptions 

below might not correspond to scores exactly 

because scores are based on calculations)

Major sovereigns default as public debt spirals out 

of control
High probability, high impact

Tensions over currency manipulation lead to a rise in 

protectionism
High probability, high impact

New asset bubbles burst, creating renewed financial 

turbulence
High probability, high impact

Developed economies fall into a deflationary spiral Moderate probability, very high impact

Confidence revives, prompting a stronger rebound 

in demand
Moderate probability, very high impact

The global economy experiences a double-dip 

recession as stimulus fades
Low probability, very high impact

The Chinese economy crashes Low probability, very high impact

The euro zone breaks up Low probability, very high impact

Economic upheaval leads to widespread social and 

political unrest
Moderate probability, moderate impact

High inflation forces fiercer policy tightening in 

emerging markets
Moderate probability, moderate impact

Source: Economist Intelligence Unit
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from being concerned about the economy, to being more focused on the competitive landscape,” 
says Mr Hall of ABB, who points in particular to the competition from emerging markets such as 
China and India. 

l Political, safety and security risks
In this category, business leaders are most concerned about the potential for an information 

security breach or cyber attack, with just over 30% highlighting this as one of their top concerns. In 
2010 there was a high-profile cyber attack on Google’s operation in China, which forced the global 
search engine to redirect internet searches through Hong Kong. Facebook also ran into difficulties over 
its use of personal data. These examples and others, such as the controversy surrounding Wikileaks, 
are perhaps making businesses more conscious of information security.

Another major concern in this category is overall political, crime and security risk, with 27% of 
respondents selecting this as one of their top concerns. Unsurprisingly, however, there is a significant 
variation in concern about these issues across different parts of the world (see next section).

International variations in perceived risk
Our survey data and wider assessment of global risks are both good indications of where risks lie for 
the business community at present, but how do perceptions of risk vary across different parts of the 
world? Chart 2 below shows the top perceived risks for the three key economic areas we surveyed: 
North America, Western Europe and Asia-Pacific. 

The map highlights some interesting consistencies and variations in the issues worrying business 
leaders in different parts of the world. For example, while currency risk is a key concern in all regions, 

Western Europe
Economic, regulatory and market risk:
Overall economic and market risk 49.4%

Business and strategic risks:
Overall business and strategic risk 38.0%

Political, safety and security risks:
Strikes 29.1%

Asia-Pacific
Economic, regulatory and market risk:

Currency fluctuation 64.5%

Business and strategic risks:
Overall business and strategic risk 44.7%

Political, safety and security risks:
Fraud and corruption 38.2%

North America
Economic, regulatory and market risk:
Overall economic and market risk 45.2%

Business and strategic risks:
Loss of customers 44.0%

Political, safety and security risks:
Cyber attacks/information security breach 45.2%

Chart 2: Top risks in each category by region
(% of respondents)

Source: Economist Intelligence Unit.
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it is seen as a much bigger issue in the Asia-Pacific region and therefore comes out top of the list of 
perceived economic, regulatory and market risks. In North America and Western Europe it was second 
and does not therefore appear on the chart. 

Somewhat unsurprisingly, there is more variation on perceived political, safety and security risks 
across different parts of the world. In the Asia-Pacific region, for example, concerns about fraud and 
corruption are at the top of the list, reflecting long-standing concerns about this issue across many 
countries in the region. 

Respondent and EIU expectations about growth
Respondent awareness of risks to growth is reflected in their pessimism about the prospects for 
growth in the global economy over the coming year, although again, attitudes vary between regions. 
Overall, just 39% of executives polled say they are very or somewhat confident about the prospects for 
profitable growth on a global basis in the next 12 months (see figure 1). Interestingly, however, this 
share jumps to 50% among those based in North America and falls to 33% among those based in Asia-
Pacific.

In comparison, when asked about prospects for growth in their own region of the world, 48% 
of respondents are very or somewhat confident. Again, however, there were significant variations 
between regions, with 69% of respondents from Asia-Pacific, 50% from North America and just 33% 
from Western Europe  either very or somewhat confident. Clearly, those from Asia-Pacific have a lot 
more faith in their own prospects for growth than for the rest of the world.

Such pessimism is probably justified in terms of growth forecasts for the period 2011-15.  The 
Economist Intelligence Unit’s forecast is for the world economy to avoid a double-dip recession 
and continue growing between 2011 and 2015 (see chart 3). But growth in OECD countries (which 
includes North America and much of Western Europe) is expected to lag that in non-OECD countries, 
so respondents in Asia-Pacific are probably right to be more pessimistic about growth prospects 
elsewhere in the world. More generally, global economic performance in 2011-15 is expected to 
be sluggish compared to the pre-crash era, suggesting that firms could continue to find business 
conditions relatively tough despite the return to growth. 

The global economy

Your industry

The region in which you are personally based (eg, Europe, North America)

Your company

Figure 1: Looking ahead over the next 12 months, how confident are you about the prospects for profitable growth across the
following areas? Please rate 1 to 5 where 1 is very confident and 5 is not confident. 
(% respondents)
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123540

92844
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Chart 3: World, OECD and Non-OECD GDP growth forecasts for 2011-2015  
(% change; year on year)

Source: Economist Intelligence Unit.
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Whether they are based in Manchester or Mumbai, business leaders are clearly aware that they 
face a broad range of risks, but our survey suggests they are also confident about their readiness 

to deal with the challenges these risks present for their businesses. 
Chart 4 shows the relationship between perceived levels of risk and reported levels of preparedness 

among respondents to our survey. The strong correlation between the two measures suggests that 
business leaders are concentrating their attention where they see the greatest risk to their business. 
For example, currency risk is seen as the top risk by executives, but it is also the issue for which they 
feel most prepared.

To a significant extent, this kind of relationship should not be surprising. Business people should be 
expected to be making plans for risks they know about and are worried could have a major impact on 
their business.

As many have recently argued, however, the problem with this approach is that unexpected or 
unpredictable events can also have serious consequences for business performance and are by their 
very nature extremely difficult to plan for. The most obvious example is the financial crisis. Another 
is the volcanic ash cloud that affected European air travel in 2010. A third is the Deepwater Horizon 
disaster that damaged BP so greatly last year. 

Given the serious impact that these unexpected events can have on business performance, business 
people might be expected to lack confidence in their capacity to manage risk. Despite this, however, 
most respondents to our survey are either highly or somewhat confident that they can handle the risks 
thrown at them across a range of categories over the next 12 months. Research shows that people have 
a systematic tendency towards overconfidence when making plans, and that businesses are susceptible 

Chart 4: Relationship between perceived level of risk and preparedness for it 
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to this too.1 Could our survey results be further evidence of optimism bias in the corporate world?
There are also some more obvious causes for concern in the survey results. For example, whereas 

51% of respondents identify currency risk as one of their top concerns only 43% of respondents say 
their firms have in place plans to handle currency risk. Among banks the levels of preparedness are 
understandably higher than the sample average, but more perplexing is the seemingly less than 
average level of preparedness among insurers: just 22% of insurance respondents feel that their firms 
are well prepared to counter currency risk. 

Excessive regulatory burden is another risk for which firms appear to be less prepared. While 22% 
of executives overall put regulation in the high-risk category, only 13% say their firms have any 
mitigation plans in place. Regulation is a much greater concern in banking, with 53% of respondents 
from the industry citing it as a high risk, yet just 25% say they are prepared for it. “Regulatory risk is 
extremely difficult,” says Hans Læssøe, senior director for strategic risk management at Lego System 
A/S, a Danish toymaker. “It’s the one we are preparing for most.”

Appetite for risk
Despite concern about risk and uncertainty about growth prospects, managers and executives are 
under renewed pressure from investors to hit demanding revenue and profit targets. According to 
Mr van Rijn of Nutreco: “Investors are now looking for growth, and if you forecast flat figures for the 
coming years, that is not acceptable.” 

To fulfil investor expectations, Nutreco is cautiously increasing its appetite for risk. Mr van Rijn says 
that the firm is ramping up its operations in growth markets while keeping downside risks in check 
as much as possible. “Strategic risk is increasing a little bit,” he says. “But operational, financial and 
compliance risk is even more tightly managed than it was in the past, so that’s compensating a little bit 
for the increased strategic risk.”

Nutreco is not alone. While survey respondents are most likely to say that their appetite for risk will 
remain unchanged in the coming year, a significant minority are preparing to take on more risk, with 
35% of respondents expecting their organisations to do so in the coming year.

Executives in the Asia-Pacific region are most likely to increase their appetite for business and 
strategic risk in the next 12 months (42%), reflecting the higher than average levels of confidence in 
the region. By contrast, fewer respondents in North America (27%), Latin America (30%) and Western 
Europe (39%) anticipate increasing their risk appetite in these areas. 

Similarly, firms whose EBITDA (earnings before interest, taxes, depreciation and amortisation) has 

1 D Lovallo & D Kahneman, 
‘Delusions of Success: How 
Optimism Undermines 
Executives’ Decisions”, 
Harvard Business Review, 
Vol. 81, No. 7, July 2003; G 
Tichy, ‘The over-optimism 
among experts in 
assessment and foresight’, 
Technological Forecasting 
and Social Change, Vol. 71, 
Issue 4, May 2004.

Appetite for economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Appetite for regulatory risk (eg, new and/or tighter regulations, etc)

Appetite for political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Appetite for business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Appetite for environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

Figure 2: How confident are you in your organisation’s ability to navigate risks over the next 12 months? 
(% respondents)
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23
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232250

343443

132152

332949

Highly confident Somewhat confident Neither confident nor pessimistic Not at all confident Don’t know



Risk Radar 2011
How firms are navigating risk

© The Economist Intelligence Unit Limited 201112

Performance in risk management

As executives grapple with the risks that their 
organisations face in 2011, how do they rate their risk 
management performance in the past year?

For respondents who acknowledge that a severe 
risk had affected their business in the past 12 
months, the consequences appear to have been very 
damaging, with more than 30% noting that it reduced 
revenue at their firm by between 11% and 25%.

Even though the impact of a risk occurring had a 
significant effect on revenue for many respondents, 
many felt that they had identified the risk before it 
arose and were prepared for it when it happened.  
For example, as figure 3 below shows, 50% of 

respondents indicate that they knew about the risk 
that had an impact on their business and they were 
prepared for it.

This seemingly high level of preparedness 
raises questions about either the quality of risk 
management in some cases or the capacity of 
risk management practices to minimise financial 
consequences. If our respondents were so well 
prepared why did the risks end up having such a big 
impact on business performance? 

Another interesting finding from this question, 
especially given the point made above about 
uncertainty and optimism bias, is that 9% of 
respondents were affected by a risk that they had not 
expected at all and for which they were not prepared.

14

21

31

16

5

1

0

12

Less than 5%

5-10%

11-25%

26-50%

51-75%

76-100%

More than 100%

Don’t know

Figure 3: If your company was hit by a severe risk, approximately what scale of financial impact did it have on your
business, as a percentage of revenue? 
(% respondents)
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21
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12

9

9

Yes, we knew it had a high likelihood, but we were not prepared

Yes, we knew it had a high likelihood, and we were prepared

Yes, we knew it had a moderate likelihood, but we were not prepared

Yes, we knew it had a moderate likelihood, and we were prepared

Yes, we knew it had a low likelihood, but we were not prepared

Yes, we knew it had a low likelihood, and we were prepared

No, we did not expect this risk at all, but we were prepared

No, we did not expect this risk at all, and we were not prepared

Don't know

Figure 4: If your company was hit by a severe risk, was this risk something that was expected or not? Accordingly, was your 
business prepared for it in any way? 
(% respondents)
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grown by over 5% in the past three years are more likely (43%) to raise their appetite for business and 
strategic risk than those firms with weaker earnings growth (29%). 

The industry that appears to have the strongest appetite for business and strategic risk is banking, 
with 51% of respondents from this industry reporting an upturn. This may reflect an increase from a 
relatively low base after the difficulties of the past few years, but nevertheless suggests that taking on 
risk is once again becoming more acceptable in the banking sector. 

Appetite for economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Appetite for regulatory risk (eg, new and/or tighter regulations, etc)

Appetite for political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Appetite for business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Appetite for environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

Figure 5: How do you expect your organisation’s appetite for risk to develop in the next 12 months?
Please select one only in each row. 
(% respondents)
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21662

41765

1352

31168

Increase(d) Same Decrease(d) Don’t know
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Despite the importance of risk management to a company’s fortunes, it is often perceived by 
executives as a preventative function or a defensive tool to meet short-term objectives. When 

asked how they expect risk management to contribute to their organisation’s priorities in the coming 
year, 44% of executives see its most significant contribution in helping avoid financial losses. 

One important indication that a shift might be occurring, however, is that 75% of executives 
think that risk considerations are playing an increasingly important role in strategy at their 
organisations. This suggests that rather than playing a preventative role—avoiding financial losses, for 
example—risk management could be moving towards an enabling role that contributes more fully to 
corporate strategy.

Another, more specific, indication of change is that 27% of respondents see risk management as a 
tool that could help their firm to secure market share. As this is not normally seen as a risk management 
function in the same way as, for example, ensuring corporate survival (25%) and ensuring regulatory 
compliance (22%), it could be indicative of the way that risk management is being used to influence 
strategic thinking.

These signals of change are backed up by the results of our interviews, which suggest that firms 
and executives are beginning to adapt their approach to risk management. For example, at Lego, Mr 
Læssøe says the firm is introducing strategic scenario planning in the coming year; risk managers will 
contribute scenario inputs to the management committee’s long-term strategic planning process, 
which typically looks three to four years into the future. “Our top management has become increasingly 
aware of not just the concept of risk—I think they have been aware of that all the time—but they have 
seen how resilient we really are, and how much risk we can actually carry,” explains Mr Læssøe. “That has 
made top management more prone to taking bigger chances than they otherwise would have done—and 
that has given us more success.”

Executives are also becoming more wary of the law of unintended consequences. In other words, 
regulatory changes in one field are quite likely these days to have unexpected but severe effects on 
management strategies, business models and operations elsewhere. Mr Hall of ABB highlights the 
impact on his company of regulation aimed at derivatives: “We’re being pulled into the wider financial 

Risk management is a growing burden for management at my company

Risk considerations are increasingly playing an important role in strategy at my company

Risk management is a source of competitive advantage for my company

My company’s management has a broad, holistic, approach to risk management

Risk management also helps to provide new opportunities for my company

Figure 6: Please indicate whether you agree or disagree with the following statements.
Select one in each row.
(% respondents)
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institutional world and that could inhibit the way we do business or force us to act in a different way.”
To navigate risks for both the shorter and the longer term, many firms are beefing up their risk 

management systems. ABB, for one, is increasingly moving away from a decentralised risk management 
model and putting in place a more group-wide strategy. “We’ve put in place a centralised enterprise risk 
management programme over the last 12 months, and viewing holistically all the risks we face in the 
organisation,” confirms Mr Hall. “What we realised in the financial crisis, particularly from a financial 
point of view, is that the best way to manage risk is centrally.”

Martin ten Brink, a director at Shell, a British oil giant, says his company intends to refine some 
aspects of its enterprise risk management system in the coming year, particularly the pricing of risk. 
Furthermore, he says, Shell is improving the way it gauges risk velocity. The firm is targeting “a better 
understanding of the speed with which a risk can materialise and impact business performance.”

Despite increased awareness of risk, most executives surveyed for this report say their firms will 

Economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Regulatory risk (eg, new and/or tighter regulations, etc)

Political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

Figure 8: Over the next 12 months, how will your company's allocation of resources (whether people or capital) to the risk
function change? Please select one only in each row. 
(% respondents)

36

19

21

27

16

58

74

71

67

75

5

6

5

5

6

1

1

3

1

2

Increase(d) Same Decrease(d) Don’t know

44

27

25

22

20

20

18

17

17

15

14

13

1

Avoiding financial losses

Securing market share

Ensuring corporate survival

Ensuring regulatory compliance

Enabling more efficient resource allocation

Providing a better return on capital

Securing corporate reputation and image

Accelerating capital investment plans

Expanding into new markets

Helping outperform competitors/market rivals

Maintaining credit ratings

Enabling managers to make better business decisions

Other, please specify

Figure 7: In which of the following ways do you expect risk management to provide a positive contribution to your company in 
the coming 12 months? Select up to three. 
(% respondents)
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case study  How “back to basics” risk management 
adds value at Allianz

Thomas Wilson, chief risk officer at Allianz, the Germany-based 
global insurance giant, argues that by focusing on complex risk 
management models, and on what he calls the “checklist”, some risk 
executives have lost sight of how they can—and should—add value. 
He calls for a “return to basics” in risk. But what are the basics? 
Here, in his own words, he explains:

Are all risks identified, underwritten and managed 
appropriately? 
“No amount of risk dashboards or risk-adjusted metrics will 
overcome the performance drag of a poorly underwritten and 
positioned portfolio. Financial services firms create value by 
underwriting, intermediating and managing risks; a portfolio 
of good transactions consistent with this strategy forms the 
foundation on which a profitable financial services firm can be built. 
If this foundation is flawed, the firm cannot create long-term value.”

Is the risk profile understood, and within limits? 
“Firms must understand and control “tall tree” exposures in the 
portfolio, e.g. the largest cumulative risks that threaten the 
firm’s performance. Most complex risk models fail during times of 
financial crisis because they are abstractions of reality, based on 

simplified assumptions that do not always hold true, and because 
they focus on what is measurable—not on what is important. Allianz 
relies on its own complex models—but also has other limits as a 
safeguard against its own assumptions being wrong.”

Is there a conscious link between risk profile and the firm’s 
strategy? 
“There is a relationship between risk and earnings expectation; 
similarly, the cumulative risks that the firm can underwrite 
are constrained by capital available and appetite to leverage 
that capital. To improve risk/return profile, and decide where 
to invest, requires a clear understanding and articulation of 
how the firm plans to create value, the source of the firm’s 
sustainable competitive advantage and the capacity of the firm to 
manage complexity.”

Is the firm’s risk profile and strategy understood and valued? 
“This focuses on the firm’s communication with external 
stakeholders. The perception of external stakeholders can have 
a significant influence on the economics of the business, and the 
firm’s room to manoeuvre—and, as a consequence, the value of 
the firm. For example, the ability of Allianz to underwrite more 
risk depends upon the opinions of both rating agencies and 
regulators. Understandably, surprises can have a substantial 
and lasting impact on the firm’s valuation. Open and transparent 
communication is essential.”

not allocate extra resources to the risk function in 2011. Just 36% of respondents indicate that their 
organisations will increase resources in countering economic and market risk, for example. Companies 
are most likely to increase investment in risk in Asia-Pacific (44%) and North America (40%) and least 
likely in Western Europe (22%), raising questions about whether Western Europe is behind the curve on 
risk management. 

This is not to say, however, that firms are not trying to make improvements. Geoff Miller, head of 
strategic delivery at United Utilities, the UK’s largest listed water company, notes that his firm has made 
improvements largely by better utilisation of existing resources. “We’ve not increased our resources in 
relation to risk management in terms of full-time professionals employed in that task,” he says. “Now, 
we’re getting a bigger bang for the same—or a slightly smaller—buck than we had in previous years.”
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Despite a return to growth in the global economy, the risk landscape for 2011 remains daunting. 
Our research shows that business leaders are most concerned about currency risks. These are 

linked to continued problems in the euro zone, the imbalance between the US  dollar and the Chinese 
renminbi, and the threat of inflation in developing economies. This concern about inflation is probably 
the reason that the fear of currency fluctuation is greatest in the Asia-Pacific region. 

Overall, there is a strong correlation between the perception of risk and the perceived level of 
preparedness for it, suggesting that business leaders are focusing their risk management efforts in the 
areas that make most sense. There is, however, evidence of a series of preparedness gaps on risk. In the 
area of currency risk, for example, although 51% of respondents identify this as a key issue, only 43% 
have plans in place to deal with it. 

The survey also suggests that there may be some overconfidence among business leaders when it 
comes to managing risks that have an impact on their business. Respondents are clear that when risks 
have affected their company over the past 12 months, these have often reduced revenue significantly. 
Somewhat surprisingly, however, they still remain very confident in their capacity to deal with risk 
across a range of areas. Given what academic research has shown about systematic tendencies towards 
overconfidence in planning processes, this may represent evidence of optimism bias.  

Events of the past few years have made it clear that risk management practices need to be improved, 
and 75% of respondents to our survey confirm that risk management is playing an increasingly 
important role in strategic thinking at their firm. Only 36% of respondents indicate that their business 
is planning to spend more on risk management over the next 12 months, but many are trying to 
improve risk management practices and systems without the help of extra resources.

Conclusion
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The global economy

Your industry

The region in which you are personally based (eg, Europe, North America)

Your company

Looking ahead over the next 12 months, how confident are you about the prospects for profitable growth across the following
areas? Please rate 1 to 5 where 1 is very confident and 5 is not confident. 
(% respondents)

10

11

17

17

2124729

1

3133631

1

123540

92844

1 Very confident 2 3 4 5 Not confident

Appendix: Survey results and charts

Appetite for economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Appetite for regulatory risk (eg, new and/or tighter regulations, etc)

Appetite for political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Appetite for business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Appetite for environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

How did your organisation’s appetite for risk develop over the past 12 months? Please select one only in each row. 
(% respondents)

20

14

1

22356

3

1

204930

164934

3

2063

156418

Increase(d) Same Decrease(d) Don’t know

Appetite for economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Appetite for regulatory risk (eg, new and/or tighter regulations, etc)

Appetite for political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Appetite for business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Appetite for environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

How do you expect your organisation’s appetite for risk to develop in the next 12 months? Please select one only in each row. 
(% respondents)

35

20

14

35

18

11549

21662

41765

1352

31168

Increase(d) Same Decrease(d) Don’t know
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47

10

41

2

Risk management will play a more significant role than a year ago

Risk management will play a less significant role than a year ago

Risk management will play the same role as a year ago

I don’t know

How would you describe the contribution of risk management to meeting your organisational priorities in the coming year, 
versus the past year? 
(% respondents)

Appetite for economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Appetite for regulatory risk (eg, new and/or tighter regulations, etc)

Appetite for political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Appetite for business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Appetite for environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

How confident are you in your organisation’s ability to navigate risks over the next 12 months? 
(% respondents)

24

23

16

23

17

131558

232250

343443

132152

332949

Highly confident Somewhat confident Neither confident nor pessimistic Not at all confident Don’t know

14

21

31

16

5

1

0

12

Less than 5%

5-10%

11-25%

26-50%

51-75%

76-100%

More than 100%

Don’t know

If your company was hit by a severe risk, approximately what scale of financial impact did it have on your business, as a 
percentage of revenue? 
(% respondents)
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6

24

8

21

6

5

12

9

9

Yes, we knew it had a high likelihood, but we were not prepared

Yes, we knew it had a high likelihood, and we were prepared

Yes, we knew it had a moderate likelihood, but we were not prepared

Yes, we knew it had a moderate likelihood, and we were prepared

Yes, we knew it had a low likelihood, but we were not prepared

Yes, we knew it had a low likelihood, and we were prepared

No, we did not expect this risk at all, but we were prepared

No, we did not expect this risk at all, and we were not prepared

Don't know

If your company was hit by a severe risk, was this risk something that was expected or not? Accordingly, was your business 
prepared for it in any way? 
(% respondents)

Economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Regulatory risk (eg, new and/or tighter regulations, etc)

Political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

Over the past 12 months, has your company allocated more resources (whether people or capital) to the risk function? 
Please select one only in each row. 
(% respondents)

32

24

15

29

20

60

65

75

63

73

7

8

7

6

4

1

3

4

1

3

Increase(d) Same Decrease(d) Don’t know

Economic and market risk (eg, currency fluctuations, market volatility, cost of inputs, etc)

Regulatory risk (eg, new and/or tighter regulations, etc)

Political, crime and security risk (eg, terrorism, riots, corruption, theft of intellectual property, etc)

Business and strategic risk (eg, new market entrants, counterparty risk, loss of orders, defaults, etc)

Environmental/health risk (eg, natural disaster, pollution, industrial/workplace accident, etc)

Over the next 12 months, how will your company's allocation of resources (whether people or capital) to the risk function
change? Please select one only in each row. 
(% respondents)

36

19

21

27

16

58

74

71

67

75

5

6

5

5

6

1

1

3

1

2

Increase(d) Same Decrease(d) Don’t know
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44

27

25

22

20

20

18

17

17

15

14

13

1

Avoiding financial losses

Securing market share

Ensuring corporate survival

Ensuring regulatory compliance

Enabling more efficient resource allocation

Providing a better return on capital

Securing corporate reputation and image

Accelerating capital investment plans

Expanding into new markets

Helping outperform competitors/market rivals

Maintaining credit ratings

Enabling managers to make better business decisions

Other, please specify

In which of the following ways do you expect risk management to provide a positive contribution to your company in the 
coming 12 months? Select up to three. 
(% respondents)

46

23

22

21

20

18

17

15

15

15

12

12

0

Avoiding financial losses

Ensuring corporate survival

Securing market share

Ensuring regulatory compliance

Enabling more efficient resource allocation

Maintaining credit ratings

Securing corporate reputation and image

Accelerating capital investment plans

Providing a better return on capital

Helping outperform competitors/market rivals

Enabling managers to make better business decisions

Expanding into new markets

Other, please specify

In which of the following ways did risk management provide a positive contribution to your company in the past 12 months? 
Select up to three. 
(% respondents)
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Risk management is a growing burden for management at my company

Risk considerations are increasingly playing an important role in strategy at my company

Risk management is a source of competitive advantage for my company

My company’s management has a broad, holistic, approach to risk management

Risk management also helps to provide new opportunities for my company

Please indicate whether you agree or disagree with the following statements.
Select one in each row.
(% respondents)

15

30

20

20

11

38

45

40

39

28

24

20

27

27

23

12

4

11

12

33

11

1

1

3

5

Strongly agree Agree slightly Neither agree nor disagree Disagree slightly Disagree strongly

51

47

33

32

23

22

21

20

17

15

15

Currency fluctuation

Overall economic and market risk

Price of material inputs

Talent and skills shortages

Cost and availability of credit

Risk of excessively strict regulation

Increasing protectionism

Overall regulatory risk

Abrupt interest rate change

Major asset price volatility

Risk of poor/incomplete regulation

Over the next year, which of the following economic, regulatory and market risks is considered a high likelihood risk for your 
business in the region in which you are personally based? Select all that apply. 
(% respondents)

54

36

30

27

Specific industry-related regulations (eg, Solvency II for insurers)

Specific national regulations (eg, US Dodd-Frank Act)

Specific regional regulations (eg, EU Payment Services Directive)

Specific global regulations (eg, Basel II)

Which of the following types of regulation do you expect to have a high impact on your business in the next year, either 
directly or indirectly? Select all that apply. 
(% respondents)
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31

27

23

21

20

17

16

13

11

10

8

8

7

Cyber attacks / information security breach

Overall political, crime and security risk

Fraud and corruption

Currency inconvertibility

Strikes

Theft of assets/intellectual property

Terrorism

Environmental and/or health risk (eg, flood, pandemic, etc)

Abrupt regime change

Industrial/workplace accident

Piracy

Expropriation of assets

Riots and civil commotion

 Over the next year, which of the following political, safety and security risks is considered a high likelihood risk for your 
business in the region in which you are personally based? Select all that apply. 
(% respondents)

37

10

36

32

25

25

25

24

22

19

15

15

13

Loss of customers

Overall business and strategic risk

New market entrants

Supply chain failure

Project delivery risk

Customer bankruptcies or defaults

Cancelled orders

Rapid technological change

Reputational risk

Failed investment

Corporate liability

Counterparty risk

Energy security

Over the next year, which of the following business and strategic risks is considered a high likelihood risk for your business in 
the region in which you are personally based? Select all that apply. 
(% respondents)
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43

40

32

29

29

25

22

20

13

12

10

Currency fluctuation

Overall economic and market risk

Cost and availability of credit

Overall regulatory risk

Talent and skills shortages

Price of material inputs

Abrupt interest rate change

Major asset price volatility

Risk of excessively strict regulation

Increasing protectionism

Risk of poor/incomplete regulation

Over the next year, which of the following economic, regulatory and market risks is your company well prepared for in the 
sense that you have a specific action plan, or hedging strategy? Select all that apply. 
(% respondents)

35

7

28

25

25

22

19

19

17

15

10

9

8

Cyber attacks / information security breach

Overall political, crime and security risk

Industrial/workplace accident

Currency inconvertibility

Fraud and corruption

Environmental and/or health risk (eg, flood, pandemic, etc)

Theft of assets/intellectual property

Strikes

Terrorism

Piracy

Expropriation of assets

Riots and civil commotion

Abrupt regime change

Over the next year, which of the following political, safety and security risks is your company well prepared for in the sense 
that you have a specific action plan, or hedging strategy? 
(% respondents)
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37

12

36

29

27

27

25

24

23

21

20

18

16

Overall business and strategic risk

Loss of customers

New market entrants

Rapid technological change

Customer bankruptcies or defaults

Project delivery risk

Supply chain failure

Cancelled orders

Corporate liability

Reputational risk

Counterparty risk

Failed investment

Energy security

Over the next year, which of the following business and strategic risks is your company well prepared for in the sense that you 
have a specific action plan, or hedging strategy? Select all that apply. 
(% respondents)
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24

10

7

5

4

4

2

2

2

2

2

19

4

3

3

3

3

2

United States of America

India

Canada

United Kingdom

Germany

Singapore

China

Malaysia

Brazil

Japan

Spain

Colombia

France

Switzerland

Chile

Hong Kong

Italy

Other

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

0

44

20

15

8

13

$50m or less

$50m to $500m

$500m to $1bn

$1bn to $5bn

$5bn to $10bn

$10bn or more

What are your company's annual global revenues in US dollars? 
(% respondents)
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23

19

11

22

9

11

5

Decreased

No change

Less than 5% increase

5-10% increase

11-20% increase

More than 20% increase

Don’t know

How has your firm's EBITDA (earnings before interest, taxes, depreciation and amortisation) changed over the past three years? 
(% respondents)

24

13

11

11

8

7

5

2

1

1

1

1

1

0

3

3

3

3

2

Manufacturing

IT and technology

Financial services: Banking

Financial services: Insurance, asset/fund management

Energy and natural resources

Telecoms

Consumer goods

Healthcare, pharmaceuticals and biotechnology

Professional services

Automotive

Chemicals

Construction and real estate

Retailing

Government/Public sector

Transportation, travel and tourism

Agriculture and agribusiness

Education

Logistics and distribution

Entertainment, media and publishing

What is your primary industry? 
(% respondents)
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29

19

19

10

10

8

2

1

1

0

0

0

CFO/Treasurer/Comptroller

Head of department

SVP/VP/Director

CEO/President/Managing director

Other C-level executive

Head of business unit

Chief Risk Officer

Board member

Chief Operating Officer

CIO/Technology director

Manager

Other

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

47

31

20

1

1

0

17

15

14

6

4

3

3

2

2

Finance

General management

Strategy and business development

Operations and production

Marketing and sales

Risk

IT

Customer service

Legal

Supply-chain management

Human resources

Information and research

R&D

Procurement

Other

What are your main functional roles? Choose up to three. 
(% respondents)
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31

29

28

9

2

2

North America

Western Europe

Asia-Pacific

Latin America

Middle East and Africa

Eastern Europe

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

Relationship between perceived level of risk and preparedness for it 
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Source: Economist Intelligence Unit.
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The 2011 Risk radar 
(% of respondents identifying risk as one of their top five biggest concerns)

Project delivery risk

Supply chain failure

New market
entrants

Overall
business and
strategic risk

Loss of customers

37%

36%

32%

25%

25%

Business and strategic risks

Cyber attacks/
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security breach
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risk
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Currency
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Strikes
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Source: Economist Intelligence Unit.
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World, OECD and Non-OECD GDP growth forecasts for 2011-2015  
(% change; year on year)

Source: Economist Intelligence Unit.
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Western Europe
Economic, regulatory and market risk:
Overall economic and market risk 49.4%

Business and strategic risks:
Overall business and strategic risk 38.0%

Political, safety and security risks:
Strikes 29.1%

Asia-Pacific
Economic, regulatory and market risk:

Currency fluctuation 64.5%

Business and strategic risks:
Overall business and strategic risk 44.7%

Political, safety and security risks:
Fraud and corruption 38.2%

North America
Economic, regulatory and market risk:
Overall economic and market risk 45.2%

Business and strategic risks:
Loss of customers 44.0%

Political, safety and security risks:
Cyber attacks/information security breach 45.2%

Top risks in each category by region
(% of respondents)

Source: Economist Intelligence Unit.
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