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SPECIAL FEATURE RISK AND INSURANCE

Anita Punwani is an independent risk 
adviser and a member of the Institute of Risk 

Management’s Charities Special Interest Group

“ R ES I L I E N T  O R G A N I SAT I O N S  
R ES I ST  T H E  T E M PTAT I O N  

TO  S I M P L I F Y  T H E I R  
V I E W  O F  T H E  WO R L D”

Providing assurance to stakeholders means good 

communication, assessing the external environment  

and preparing for the unexpected, says Anita Punwani. 

Planning for the 
expected… and  
the unexpected 

TRADITIONAL FORMS of risk 
reporting provide assurance to the 
governing body, statutory authorities 
and donors that a charity is operating 
according to its legal and financial 
obligations. More mature risk 
processes, meanwhile, also provide  
a level of confidence that the 
organisation and its programmes  
are on course to achieve their stated 
objectives within planned targets. 

In ensuring this broader reassurance, 
strategic, operational, programmatic 
and “external” factors are captured  
in registers, with risks ranked according  
to their expected likelihood and 
impacts (often based on past 
experience and performance). 
Audits are conducted to evaluate the 
effectiveness of risk control measures. 

Such an approach usually provides 
valuable information from an 
internal perspective. However, it 
can take a somewhat simplistic view 
of an increasingly complex external 
environment.

ACCOUNTABIL ITY  
TO STAKEHOLDERS
The first thing to understand when 
delivering a holistic risk reporting 
framework is who your charity’s 
stakeholders are and how to 
communicate with them. 

Whatever a charity’s size and 
particular focus, it typically engages 
with a wide range of stakeholders, each 
with different types of influence on the 
workings of the organisation. Internal 
stakeholders such as trustees, staff, 
advisers and volunteers have a day-to-
day involvement while others such as 

partners or the public can be described 
as having an ongoing involvement. 
However, the influence certain 
stakeholders have on an organisation 
may only emerge when the organisation 
is faced with a crisis or concerns 
are raised about its governance, 
operations or staff conduct. Effective 
communication with all key stakeholders 
including beneficiaries or customers, 
communities, the media – in addition 
to trustees, donors and statutory bodies 
– is essential in managing risks to a key 
asset, namely stakeholder trust. 

The Institute of Risk Management’s 
Charities Special Interest Group 
has produced a guide called Tools 
for Stakeholder Mapping, which is 
available on the IRM website. It 
aims to help organisations to map 
their key stakeholders and consider 
different communication strategies 
in engaging with them. Figure 1 is an 
extract from the publication which sets 
out an example of a charity’s typical 
stakeholders.

CHANGES IN THE 
ENVIRONMENT 
Regarding the external environment  
as a whole, we are operating at a time 
of considerable social, political and 
technological change. Whether at a 
local, national or international level, 

the external environment presents 
myriad factors which offer both 
opportunities and threats to the 
direction and functioning of a charity. 

The impact of these can be difficult 
to assess, or even identify in the first 
place, but a starting point is to set out 
the main influences in a particular 
sector alongside the key stakeholders 
in order to provide a view as to the 
potential impacts on the organisation. 
For example, advances in technology 
provide opportunities for a charity 
to strengthen its engagement with 
supporters by using social media to raise 
awareness of policies and campaigns, 
and to use digital platforms to allow 
donors to give online. 

These opportunities need to be 
viewed in the context of challenges 
in complying with the requirements 
of regulators. A notable example is 
in relation to changes in rules and 
enforcement practices concerning 
the protection of personal data and 
privacy, since failing to do so would 
present the possibility of fines and 
reputational damage.

In a social context, the #MeToo 
movement has also had an effect 
on many different sectors. In the 
international humanitarian sector, it 
has been a factor in continuing media 
coverage of alleged incidents of sexual 
misconduct. The leadership of some 
charities have been called to account 
by parliamentary committees as well 
as institutional donors – themselves 
under pressure to demonstrate greater 
accountability in the use of public 
funds – in a situation that can be 
regarded as having the potential  

“ The #MeToo 
movement has affected 

many sectors ”
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“ Loss of trust may  
not be readily insurable 

or recoverable ”

to develop into a crisis of public  
trust in the sector as whole.

AND…THE UNEXPECTED
However, beyond these observable 
trends, the study of organisational 
crises from a number of sectors 
illustrates that highly unlikely (and 
therefore often unexpected) factors  
can jeopardise the financial and 
reputational standing of organisations, 
and even ultimately their survival. 

We are sometimes limited by our 
understanding of the changes around 

us, and therefore often resort to past 
experience and performance. Some 
time ago Nassim Nicholas Taleb 
coined the term “black swan”, which 
he describes as an event which is an 
“outlier” and “outside the realm of 
regular expectations” because “nothing 

in the past can convincingly point  
to its possibility”. He explains that  
these have an extreme impact and  
that we have a tendency to provide  
an explanation for them with the 
benefit of hindsight. 

Studies of “high-reliability 
organisations” set out how we can 
handle the unexpected. One lesson 
relates to the internal context and the 
need to detect and act upon even the 
smallest irregularities in operations – 
this is risk monitoring and reporting. 
Another characteristic of resilient 
organisations is that they resist the 
temptation to simplify their view 
of the world, including the varied 
expectations of different groups or 
people. This brings us back to the need 
to understand the external context and 
identify stakeholders’ interests. 

Taleb refers to “defensive 
redundancy” as a means of dealing 
with the unexpected. He describes this 
as a form of “insurance” that relies on 
“spare parts” being readily available  
to enable recovery. These “spare parts” 
in an organisational context can take on 
many forms, including the availability 
of people, finance and resources. To 
clarify, the use of the term insurance is 
essentially about spreading the impact of 
losses over time; insurance contracts are 
certainly a means of financing certain 
types of losses, but financial reserves 
have to be available as well to deal with 
the unexpected. Loss of trust may not 
be readily insurable or recoverable. 

EFFECTIVE ASSURANCE
In summary, providing assurance to key 
stakeholders involves recognising the 
interests they represent, the influences 
and changes in the sector in which we all 
operate, and that unexpected situations 
can occur, and then communicating  
in a way that demonstrates resilience 
(namely an ability to plan, recover, 
learn lessons and adapt to change).  
Risk management tools and techniques 
are available to help teams in all types  
of charities to do this.  

IRM’s information and guidance on risk 
management for charities, including an 
updated version of its Getting Started 
guidance, a new guide on risk governance 
and the tool for stakeholder mapping,  
can be found at https://www.theirm.org/
events/special-interest-groups/charities/ 

FIGURE 2: EXTERNAL INFLUENCES EXAMPLE
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Communities  

Public/statutory bodies
Other providers  

Supporters  
Partners 
Media

Social 
Change in public perception following 
media revelations of safeguarding 
practices concerning beneficiaries

Technological 
Advances in information and 
communication technology, including 
social media and digital payments 

Political 
Pressure on public finances and 
demand for greater accountability 
and transparency 

Legislation & regulation  
Stricter rules and enforcement in relation  
to public protection including data 
protection, privacy and safeguarding 

FIGURE 1: STAKEHOLDER MAP EXAMPLE
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