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The Climb Continues: Measuring the
Ever-Increasing Value of the Credit
and Risk Management Skill Set

Even before the recession, credit and risk management
was a function on the move in the business world. A
pair of articles published way back in the June 2007 and
July/August 2007 issues of Business Credit shined spotlights on the role that credit was then beginning to play
in overall corporate strategy. The first article illustrated
the different qualities of a typical, successful credit professional that made them so well suited for corporate
decision-making, and the second discussed the market
forces that were necessitating the function’s migration
to an executive-level consideration.
The United States officially entered the Great Recession
a few months later in December 2007, and while the
increased focus on credit and risk management was
abandoned by many companies during that economic
period as they attempted merely to keep their heads
above water, the lessons from the longest economic
downturn since the Great Depression are still being
learned. One of those lessons includes a renewed focus
on the importance of risk management, picking up
right where pre-recession corporate culture left off and
sinking in thoroughly in an economic environment that
blossomed from negative growth into profound, ongoing uncertainty.
A new report published by Accenture in September
found that risk management is figuring into more and
more companies’ decision-making processes as they
continue to adapt to the market. The 2013 edition of
Accenture’s Global Risk Management study found that
98% of firms surveyed give a higher priority to risk
management now than they did two years ago, and that
81% of risk managers discuss risk regularly with their
company’s board of directors.
After the recession and credit crisis, business leaders
increasingly embraced the risk management function
with zeal, a trend that has continued unabated in a global economy where every positive piece of economic data
seems to have an asterisk next to it. To deal with this
near-constant level of uncertainty, many companies
have looked toward risk management to assess and mitigate future threats.
New Risks
From a corporate, C-level perspective, the risks facing
companies today have less to do with the health of the
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economy and a great deal more to do with the way that
governments have responded to the recession. “Overall
we found that organizations across all regions are operating in a new and rapidly-changing landscape with
legal, business and regulatory risks expected to rise the
most overall in the coming few years,” said Accenture
Global Managing Director of Risk Management Steve
Culp. “To meet these challenges, companies are elevating the role of risk management. They’re integrating it
into their corporate strategies and their increasing level
of involvement directly with the board of directors.”
With that said, don’t sell the economy short. While
legal, business and regulatory risks were the top three
answers to the question “What risks do executives see
rising most over the next two years?” in Accenture’s survey, coming in at 62%, 52% and 49%, respectively, market risks and credit risks were the next most popular
answers at 47% and 46%. “There’s also an increased level
of senior management involvement in the risk management function partly in response to the continuing economic volatility, which applies additional market pressures onto existing business models and requires risk
capabilities to measure, monitor and effectively mitigate,” he added.
The Accenture report made four recommendations to
companies looking to be able to effectively deal with
these new risks over the next several quarters, with the
goal of achieving their “risk capability goals” by 2015.
With regard to regulation, Culp recommended managing regulation through what he called a “transformational lens,” meaning that the goal shouldn’t just be
compliance in and of itself, but compliance aligned with
business growth. “Organizations need to leverage their
regulatory demands to align, improve and deliver on

their primary business goals,” he said, “not just on their regulatory requirements.”
To prevent themselves from being caught off guard the next
time a new risk rears its ugly head, the Accenture report recommended that companies look ahead to further develop
their risk capabilities to suit risks that aren’t even risks yet, but
that will be eventually. Instead of trying to handle the current
risks, firms need to create a “forward-looking plan” for the
continued enhancement of their ability to manage new risks.
The third and fourth recommendations are similar, as Accenture urged businesses to focus on the human element, rather
than exclusively relying on data, analytics and technology, and
also to treat risk management as a people game. “The tools,
the technologies, the data are all critical, but they’re only as
valuable as the insights which can be driven and put into business action,” Culp said.
Gaps in Knowledge
The Accenture study found that while many companies are
putting these recommendations to work, there remains more
than a little room for improvement in how companies manage
risk overall, with respondents reporting that there were wide
gaps between how important companies considered the management of specific risks, and how capable they were of actually managing them. For example, while respondents said the
risk management function was 99% important to achieving
regulatory compliance goals, they also rated their average current capability for managing such risks at just 29%.
This extended beyond just the imminent risk of regulatory
issues. “The perceived ability to manage risks such as capital
allocation, risk-adjusted performance management, credit
risk, market risk and the broader economic and financial volatility has actually decreased since the 2011 study for the same
categories,” Culp said.
Companies looking to eliminate these gaps between how
important it is for them to mitigate risk and how effectively
they actually do mitigate risk should focus, again, on their
people, according to Accenture’s study, by improving “the
organization’s ability to analyze data and create effective
insights” and by “building successful risk talent.”
All the data and sophisticated technology in the world won’t
help a company mitigate risks today, tomorrow and beyond if
its employees don’t know how to put those tools to good use.
“Lack of skilled staff is the primary barrier to leveraging the
available tools and technology effectively,” Culp said, noting
that more than half of the survey’s respondents identified this
issue as their organization’s greatest challenge to improving
risk capability.
The companies that do understand risk management’s importance, and conduct the function as well as possible, recognize
the importance of their people in their policies. “Organizations which get this right have an effective strategy to identify,

attract, retain, reward and develop risk talent,” Culp said. “The
human element is critical to the risk management agenda and
training remains essential to the development of staff with the
skills necessary to successfully implement and connect the
risk function with a broader set of business priorities.”
Indeed, the Accenture report also found that successful companies are increasingly integrating risk management with
other company functions, most notably budget and forecasting, financing and mergers and acquisitions decisions, strategic planning and to a lesser extent performance management
and new product development. Interestingly enough, one of
the recurring themes mentioned in the two aforementioned
2007 Business Credit articles went beyond identifying the traditional, extant skills that make credit professionals ideal
members of a company’s strategic planning operations, but
also the fact that the credit manager’s responsibilities were
continually expanding to include broader business priorities,
much like the 2013 Accenture report mentions.

“The perceived ability to manage risks
such as capital allocation, risk-adjusted
performance management, credit risk,
market risk and the broader economic
and financial volatility has actually
decreased since the 2011 study for the
same categories.”
Credit and risk managers have been proving their worth and
effectiveness since far before 2007, but now the corporate
world finds itself in need of professionals with skill sets that
closely mirror the qualities of a well-rounded credit professional, one that possesses a business acumen, a background in
managing credit, market, regulatory and legal risks, and a
trained eye for new risks coupled with the insight necessary to
manage them. A number of companies could be looking elsewhere for the talent that’s right under their noses.
In one of the 2007 articles, a credit professional, talking about
the profession as a whole, said that “we have to be open to
change. We need to insert ourselves into the process.” They
added that when it comes to new changes in the business
world and their company’s activities, “the credit organization
needs to be driving that.” It was as true then as it is today.
Jacob Barron, CICP, NACM staff writer, can be reached at
jakeb@nacm.org.
*This is reprinted from Business Credit magazine, a publication of the
National Association of Credit Management. This article may not be
forwarded electronically or reproduced in any way without written
permission from the Editor of Business Credit magazine.
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