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Purpose of a Chief Risk Officer:
There is an intimate connection between the role of a Chief Risk Officer (CRO) and the
objectives an organisation establishes for itself in putting in place an Enterprise Risk
Management (ERM) framework. Insurance companies and Lloyds’ managing agencies
operate in a fast-moving and challenging environment and need to instil a risk aware
culture. Insurance companies by their very nature identify, analyse and accept risk. A CRO's
role embraces both the mitigation of negative ‘threats’ and the realisation of positive
‘opportunities’. Articulating risk appetite in terms of the balance between risk and reward is
central to the role. CROs are there to support and challenge their organisations in making
informed and appropriate risk-based decisions.
Context:
Since the beginning of the financial services crisis, we have seen an evolution of the CRO
role across financial services; perhaps the quickest progression has been in the Insurance
sector where the shift from technical guru to business advisor has catapulted the CRO in to
a world of complex stakeholder relationships, business navigation and regulatory
expectations.
With such a quick shift, capability cannot keep pace; thought and dedicated focus is needed
by CROs and their business and Board stakeholders to develop existing and aspiring CROs
to ensure expectations are matched and businesses maximise the effectiveness of their risk
functions.
A survey was recently conducted by Korn Ferry with the help of the Lloyds Market
Association (LMA) CRO forum. This highlighted the following:
1. The CRO role has broadened, but is still developing. Today the role is relatively tactical,
but becoming more strategic.
2. Stakeholder relationships have increased in number and are more complex.
3. Boards and CEOs' expectations have shifted but are beginning to appreciate the value a
CRO can bring to the strategic and commercial debate.
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THE CRO ROLE
The diagrams below highlight the brief for the CRO today together with the competencies
required.
Diagram A: CRO role today

Diagram B: The competencies of today's CRO
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Skill set and capability
Today, the technical skills and business knowledge provide the foundation of what is
expected in a good CRO, but they are no longer enough on their own. CROs are now
expected to understand the broader financial and economic landscape as opposed to being
a deep expert. They should be able to provide counsel on the strategic and operational
elements of the organisation in addition to the technical specifics.
Whilst some CROs have the mental agility to provide this, it does not come naturally to
many. The ability to switch from strategic to detail is a difficult balance to successfully
achieve and one which deep functional experts are often challenged with.
Diagram 3: Competency requirements shift and vary over time…

The diagram above illustrates how competencies for the Risk Leader develop over time,
advancing in their complexity as the career develops. As an individual becomes more
senior, the mix of skills and competencies that are required evolve; the competencies for the
enterprise leader are far more complex than those expected from an individual contributor.
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Core competencies for today's CRO:
What are the key competencies that an enterprise risk leader needs to develop in order to
match increased expectations for today’s CRO? Our research for this paper and
overarching market activity indicates that there are four standout competencies:
n

Managing Ambiguity - the ability to operate effectively even when things are not certain
or the way forward is not clear.

n

Managing Conflict - handling conflict situations effectively, with a minimum of noise.

n

Cultivate Innovation - creating new and better ways for the organisation to be successful.

n

Situational Adaptability - adapting approach and demeanour in real time to match the
shifting demands of different situations.

Korn Ferry’s extensive research into competency development also indicates that these four
competencies are amongst the hardest to develop, whatever your background. Therefore
early and dedicated focus will provide the best chance of enhancing capability.
Competency definitions and how to recognise strengths or development needs:
Manages Ambiguity, meaning the ability to operate effectively even when things are not certain
or the way forward is not clear.
Individuals who are skilled at this are able to deal comfortably with the uncertainty of
change and therefore are able to effectively handle the risk that goes with this type of
environment. Those able to manage ambiguity can decide and act without the total picture
and are calm and productive, even when things are up in the air. They are able to deal
constructively with problems that do not have clear solutions or outcomes.
Those that are less skilled can struggle to make progress when facing ambiguous or
uncertain situations, or delay moving forward until all the details are known. They can
appear stressed when things are uncertain and generally operate best when things are
structured and predictable.
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Those that are talented at managing ambiguity:
n

Are energised when faced with ambiguity and uncertainty.

n

Make significant progress and remain calm and composed, even when things are uncertain.

n

Manage the risk that comes with moving forward when the outcome isn’t certain.

n

Adapt quickly to changing conditions.

Overuse of this skill can also be a challenge as individuals may move to conclusions or
action without enough data, or may err towards the new and risky at the expense of proven
solutions.
Manages Conflict, meaning handling conflict situations effectively, with a minimum of noise.
Individuals who are skilled at this are able to step up to conflicts, seeing them as
opportunities. They can work out tough agreements and are able to settle disputes
equitably. They can facilitate breakthroughs by integrating diverse views and finding
common ground or acceptable alternatives.
Those who are less comfortable with conflict, avoid it. They can struggle to make progress
when working through disagreements or take sides without digging deeply enough to fully
understand the issues. They can possibly allow conflict to cause massive disruption in an
organisation, and have a knack of putting people on the defensive or may accommodate
views, wanting everyone to get along.
Those that are talented at managing conflict:
n

Anticipate conflicts before they happen, based on knowledge of interpersonal and group
dynamics.

n

Ask questions and listens closely to all issues presented by stakeholders.

n

Find common ground and drives to consensus, ensuring that all feel heard.

n

Defuses high-tension situations effectively.

Those who overuse this competency may be seen as meddling in others’ issues, or are too
eager to engage others in debate. They may be viewed as someone who pushes for
resolution before others are ready.
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Cultivates Innovation, meaning creating new and better ways for the organisation to be
successful.
Those that are skilled at this come up with useful ideas that are new, better or unique. They
can introduce new ways of looking at problems or can take a creative idea and put it into
practice. They are able to encourage diverse thinking to promote and nurture innovation.
Those who need support to develop stay within their comfort zone rather than
experimenting with new ways of looking at things. They can present ideas that are ordinary,
conventional and from the past and can tend to be critical of others’ ideas. Or perhaps they
have a style that discourages the creative initiatives of others.
Those that are talented in cultivating innovation:
n

Move beyond traditional ways of doing things and push past the status quo.

n

Continually assess the market potential for an innovative idea or solution.

n

Find and champion the best creative ideas and actively moves them into implementation.

n

Try multiple, varied approaches to innovative ideas.

n

Build excitement in others to explore creative options.

Those that overuse this skill gravitate towards the new and reject the old. They can come
up with so many unusual ideas that it overwhelms others or takes up too much time and
effort looking at creative alternatives instead of taking action. They relentlessly pursue
change and innovation at the cost of efficiency and reliability.
Situational Adaptability, meaning adapting an approach and demeanour in real time to match
the shifting demands of different situations.
Those that are capable in this area pick up on situational cues and adjust in the moment.
They are able to readily adapt personal, interpersonal and leadership behaviour, and
understand that different situations may call for different approaches. They can act
differently depending on the circumstances.
Those that need development, use the same style and approach regardless of the situation.
They can fail to notice changing situational demands or expect others to adjust to his/her
preferred style and approach. Perhaps they believe that being true to self is all that matters
and they don’t take time to understand interpersonal dynamics.
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Those that are talented in situational adaptability:
n

Pick up on the need to change personal, interpersonal and leadership behaviour quickly.

n

Observe situational and group dynamics and selects the most appropriate approach.

n

Seamlessly adapt style to fit the specific needs of others.

Watch out for those that overuse this skill – they may be seen as a social chameleon, leaving
others unsure of when he/she is being genuine. They can become hyper-vigilant in
monitoring situational dynamics to the point that the desired outcome isn’t met or they may
come across as indecisive or wavering.

Development tips:
Competencies vary in how easy or difficult they are to develop.

Managing ambiguity, managing conflict, cultivating innovation and situational adaptability
are difficult competencies to develop. Becoming skilled at one or all of them, requires
significant support from stakeholders and substantial effort by the individual. Most
individuals will require a coach to work alongside them especially if there is a need to
develop in more than one area. The first step is to acknowledge the need for personal
change and establish an actionable development plan.
However, there are actions that individuals can take to support personal development:
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Managing Ambiguity:
n

Break down the task creating more bite size chunks that will enable those less comfortable
with ambiguity to create a deliverable plan.

n

Convey your overall intention. Try to articulate the goal you are trying to achieve and seek
support in creating a plan all can follow.

n

Overheat when stressed? Try to recognise the signs of situations that create stress ahead of
time and then use the above mechanisms to support creating a structured plan.

Managing Conflict:
n

Encourage healthy conflict. Create a lively debate with others being encouraged to take a
perspective.

n

Try to deliver clear, problem-focused communication.

n

Unsure of the culture? Watch and observe.

Cultivates Innovation:
n

Innovation involves all sorts of individuals and skills – you don’t need to be the blue sky thinker
but could have a role to play.

n

Want to enhance creativity? Create diversity in those around you or mix up those that engage
on a topic.

n

Worried about making mistakes? Treat them as stepping stones and learning experiences.

Situational Adaptability:
n

Find it hard to read others? Really tune in and listen.

n

Not sure about which path to take? Consider the consequences before you start.

n

In a hurry to get down to business? Manage the first three minutes when first impressions are
formed.
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Conclusion:
The nature of the CRO role is rapidly evolving which poses significant challenges for
incumbents in keeping up with changing expectations. At the same time finding the next
generation of talent can prove difficult for many organisations. Organisations that get this
right will establish a CRO as a senior executive and close confident of the CEO and their
team; someone able to contribute positively to the strategy and operation. For those that
fail to grasp the opportunity, they may be left with a regulatory relationship manager, a
‘necessary evil’.
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