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Abstract

Technical and Vocational Education and Training [TVET] Colleges are expanded post-school
education and training institutions which are vital for the delivery of education and training,
and considered to be of strategic importance in and through the Department of Higher
Education and Training [DHET]. Colleges afford a form of education to advance skills and
expertise for industry, commerce and the country at large. This research study was located
within Elangeni Technical and Vocational Education and Training College. The College is
responsible for the provisioning of engineering and general studies programs on the National
Qualifications Framework [NQF] levels 2 to 4, and other programs up to the national diploma
level. According to the Continuing Education and Training Act 16 of 2006, Chapter 5 section
25(1)(c) regarding the financial records and statements, public Colleges need to implement
internal audit and risk management functions which are not of a sub-standard nature to the
requirements as set out in the Public Finance Management Act of 1999 (PFMA Act 1 of
1999 as amended). Based on the propositions of such legislation, TVET Colleges have to
implement effective risk management functions. The research objective was to determine
whether the College sustained “efficient, effective and clear” systems for risk management.
The benefits of a risk management strategy are that it provides assistance to the organization
as risks affecting business objectives are being managed, to ensure business continuity and to
minimise reputational risks. Risk management is a managerial role targeted at safeguarding
the organisation which includes its people and assets from physical and financial losses as a
consequence of risk. Risk management at the TVET Colleges has been theorised within the
paradigm of Public Administration and Governance. This study implemented the mixed
methods research design and the target population for the research was the Institutional
Management Team [IMT], staff and student class representatives. Qualitative data was
collected through semi-structured interviews whilst quantitative data was gathered through a
survey. The Statistical Package for Social Scientists (SPSS) was applied during data analysis
of the quantitative data collected. Centred on the critical outcomes of the referenced
legislation, the effectiveness of risk management has not been tested in the College. In
conclusion, the outcomes of the research findings could be used as an instrument to
contribute to ‘best’ practice in the College as well as other TVET Colleges, thereby
improving processes and systems leading to the successful achievement of College and

DHET objectives.
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CHAPTER ONE

INTRODUCTION

1.1 INTRODUCTION

South African Colleges are vital to the delivery of post-school education and training, and are
a sector of strategic importance in the Department of Higher Education and Training
[DHET]. Colleges afford a form of education primarily for those who have finished
secondary school or not, and those who intend pursuing vocational education or completing
their schooling towards grade 12. These Colleges offer education and training to their own
and neighbouring communities and advance expertise for industry, commerce and public-
sector organizations and the country at large, (White Paper for Post-School Education and

Training, November 2013: 11).

The College is a state entity and needs to function effectively, efficiently and economically as
it ought to be accountable to the stakeholders it serves. Valsamakis, Vivian and du Toit
(2010:13) refer to risk management as a management process in place to ensure that, in this
case, the College is protected from physical and financial losses as a result of risks. Chapter 5
of the Continuing Education and Training [CET] Act 16 of 2006 as amended clearly

stipulates that the College needs to implement internal audit and risk management functions.

Hence the College is mandated to undertake a risk management function to ensure efficient,
effective and economical operations within the Technical and Vocational Education and
Training [TVET] College landscape. This research study will seek to evaluate the
effectiveness of the implementation of risk management processes within a Technical and

Vocational Education and Training College environment in KwaZulu-Natal.

1.2 BACKGROUND TO THE STUDY

By 2002, there were 152 technical Colleges in South Africa. These then amalgamated into 50
huge multi-site institutions and were retitled as the Further Education and Training [FET]
Colleges. These Colleges are now renamed Technical and Vocational Education and Training

[TVET] Colleges. This new designation of Colleges expresses their main character and



landscape in the expanded post-school education and training environment. The TVET
structure comprises 50 multi-campus institutions with over 260 delivery sites for education
and training. Regarding the Further Education and Training Colleges Amendment Act (No. 3
of 2012), TVET Colleges are a national competency and obligation of the Department of
Higher Education and Training [DHET], as emphasized in the White Paper for Post-School

Education and Training, November, 2013.

As a result of the White Paper for Post-School Education and Training, Elangeni College for
Further Education and Training is now termed Elangeni Technical and Vocational Education
and Training College [Elangeni TVET College]. The Elangeni TVET College comprises of

the following campuses:

e Pinetown Campus;

e Kwa Mashu Campus;

e Ntuzuma Campus;

¢ Qadi Campus;

e Mpumalanga Campus;

e Ndwedwe Campus;

e KwaDabeka Campus; and

e Inanda Campus.
The College is responsible for the provisioning of engineering and business studies programs
on NQF levels 2 to 4 and has its head office in Pinetown, which is responsible for
administrative matters and operational planning. It is permitted to offer 20% of its programs
up to national diploma [H.E] level. Program delivery methods include full-time, part-time
and distance learning, and the College sector is regulated by the FET Act 16 of 2006 as
amended in 2012. The purpose of the FET Act is to:

e Stimulate FET education in the level 2 to level 4 band of qualification on the National
Qualifications Framework [NQF]. This structure is above the General Education and
training band and is under the Higher Education band;

e Respond to the country’s labour market and community the College serves;

e Add value the country’s Skills Development Strategy;

e Afford opportunities, create knowledge and the development of high level skills in
keeping with academic and technical quality demands of the country;

e C(Create access to work opportunities and higher education; and

2



e [Establish a co-ordinated FET system that enhances co-operative governance and
offers program-based vocational and occupational training, (FET Act 16 of 2006 as
amended).

Since the College is part of the South African public administration system, it is compelled to
uphold the values as stipulated in Section 195 of the Constitution of the Republic of South
Africa. The College is therefore, obligated to maintain a high standard of ethics and must be
accountable in its decisions-making. According to section 195(1)(b), it is mandated to
implement processes that are “efficient, economic and effective”. It is the responsibility of
the Auditor-General to assess and report on financial aspects of any state institution. This
includes the College as it is an institution that is state funded, as highlighted in section 188(2)
of the Constitution. It therefore, is incumbent that these Constitutional obligations of the

College be analyzed during the research process.

1.3 RESEARCH PROBLEM

The Technical and Vocational Education and Training [TVET] College sector is
characterised by poor pass rates and the inability to achieve key strategic College outcomes.
With billions of rands being invested in the TVET College sector, there is a perception that
these Colleges are unable to meet the skills development demands of the country. The
problem has been further exacerbated by the public service not receiving due consideration

regarding risk management according to the Public Service Commission (2003:1).

According to the CET Act, Chapter 5 section 25(1)(c), and regarding the financial records
and statements at public Colleges, Colleges need to implement internal audit and risk
management functions which are not sub-standard to the standards set out in the Public

Finance Management Act of 1999 [PFMA] (Act 1 of 1999 as amended).

With regard to the PFMA, section 38(a)(ii) and under general responsibilities of accounting
officers, in this case the College rector, the rector must ensure that he/she sustains efficient,

effective and clear systems of internal control, financial management and risk management.

Based on the propositions of the CET Act and the PFMA, Colleges have to implement risk
management functions. The question is to determine whether the College sustains “efficient,

effective and clear” systems for risk management. Risk management, therefore, is a pertinent



focus area that warrants attention for the College, and through this research study, it is hoped

that the necessary attention would be focused on this important strategic aspect.

1.4 RESEARCH QUESTIONS

The framework of this research project will be guided and determined by the following

research questions:

e Did the College create the control environment for risk management?
e Does the College have risk identification strategies in place?
e How does the TVET College assess risks?
e Are risk control mechanisms implemented?
e What monitoring mechanisms are applied to measure risks?
e What is the extent of risk reporting in the College?
These questions will determine the effectiveness of risk management implementation and

whether the College sustains “efficient, effective and clear” systems for risk management.

1.5 RESEARCH OBJECTIVES
The objectives of the research endeavour are to:

e Establish whether the risk management environment was enabled;

e Examine the implementation of risk identification;

e Detect mechanisms to effectively assess risks;

o Identify risk control strategies to minimise or eliminate operational risks;
e Investigate monitoring mechanisms to evaluate risks; and

e Analyze strategies to effectively report on operational risks.

Through the achievement of these objectives, this case study aimed to assess whether the
TVET College effectively managed its operations and fulfilled its governance obligations. In
so doing, the research study examined the extent to which the College was abiding by
legislative requirements in order to implement an effective risk management strategy, thereby

realizing its strategic mandate in serving its communities effectively and efficiently.



1.6 LITERATURE REVIEW

The DHET Minister’s performance agreement obligates the minister as follows: “To develop
a skilled and capable workforce to support an inclusive growth path”,

www.thepresidency.gov.za Based on this mandate, the implication for all TVET Colleges in

the country is to respond to the DHET Minister’s strategic Higher Education and Training
[HET] outcome.

Effective College operations are focused on the following 5 critical areas of TVET activities:

e Academic Program Expansion — which aims to develop an institutional curriculum
that is receptive to the needs of the market and is able to adjust rapidly to the varying
skills requirements in the country with an emphasis on artisan development;

e Throughput ratios of students - targeted at increasing the quantity of trained youth by
intensifying access to education and development for the youth;

e Workplace experience for students — to grow the amount of students coming into the
workforce once their training is accomplished;

e Institutional capacity building — ensuring that capacity is built for College education
and training institutions aimed at effective provisioning of learning; and

e Monitoring and evaluation of College operations — a mechanism to advance the value
of teaching and learning provisioning as contained in the White Paper for Post-School
Education and Training, (2013:4-10).

The research study therefore, analyzed the College strategic plan to ascertain if there is a risk
strategy in place. It assessed if the College has identified risks that may impede the
realization of these key activities which is in accordance with the DHET strategic outcomes.
The College strategic plan was examined to ascertain if the College has aligned itself with the

DHET Minister’s outcomes for FET Colleges concerning risk management.

The fulfilment of relevant legislative requirements was analyzed. Relevant public sector
legislation like the Continuing Education and Training Act and the PFMA was referred to in
order to determine if risk management is a dedicated function, as found within such
legislation, which the College needs to subscribe to in upholding accountability, in order to

ensure that it functions optimally, as required by such legislation.

According to the PFMA and relating to section 51(1)(a)(ii) regarding the general duties of

accounting authorities, these authorities must ensure that the public organisation has and



sustains well-organized, effective and clear systems of internal controls, financial

management and risk management.

Governance obligations of the TVET College necessitate the College council to decide on the
College’s risk level and risk appetite in pursuit of its growth and opportunities. As a result,
council must allocate the risk management responsibility of significant risks to specific
individuals, (Handbook for Public FET Council Members, 2007:31). However, in terms of
Chapter 5 of the Continuing Education and Training Act of 2006 and the PFMA, “the
accounting officer must ensure that there is effective, efficient and transparent systems of
financial and risk management”. In the case of the College, the accounting officer is the
rector. This indicates that there is dual responsibility of risk management, one of oversight

from the council and the other of the ensuing function from the rector.

The benefits of a risk management strategy are that it provides relief to the senior
management, as risks affecting business objectives are being managed, to ensure business
continuity and to minimise reputational risk. The risk management policy ensures that the
management’s approval of risk tolerance is aligned with operational objectives, a view held
by Blunden and Thirwell, (2010:27). It stands to reason that risk management must be part of

the overall operational and functional activities of the College.

According to Fourie and Opperman (2011:419), risks may arise from one or more of the

following areas:

e Operational;

e Strategic;

e External;

e Physical; and

¢ Financial areas.
The risk management policy must therefore, ensure sustained implementation of the risk
management program which, amongst other factors, supports balance sheet protection. The
policy must provide an effective reporting system to ensure risk reporting. It must support a

culture of risk assessment and risk management asserts Fourie and Opperman, (2011:420).

Before any management of risks takes place, the source of the existence of risk must first be

identified. Sometimes it is evident and sometimes it might require more insight. Risk



identification has two related activities. Firstly, risks affecting the organisation must first be
identified, which incorporates hazard identification and exposure identification. Secondly, the
identification of risks is followed by risk analysis. Hazards, risk factors, exposure, risk origin

and their interactions must be implicit, in the view of Valsamakis, et al. (2010:15).

According to the Public Service Commission [PSC] (2003:9), the risk management process is
a mechanism for an “effective risk management framework”. It models itself according to the

following risk management framework:

e Establishing the risk management context — evaluating the risk management enabling
environment;

e Risk identification — risk consequences and circumstances;

e Risk analyses — classification, characteristics and risk prioritization;

e Risk treatment — accept, transfer, insure or avoid risks;

e Risk control — contingency planning and risk elimination; and

e Risk reporting — timeous and accurate reporting of risk exposure.
It follows then that various techniques are implemented in the risk management process,
which considers the type of services that are delivered as well as the abilities of personnel
performing risk management functions. The PSC makes reference to strategic and operational
risk analysis. Strategic risk analysis comprises ‘SWOT’ analysis and ‘PEST’ analysis.
‘SWOT’ analysis takes into consideration the “strengths, weaknesses, opportunities and
threats” to which a department is exposed. The output of this analysis informs future strategic
decisions. ‘PEST’ analysis relates to the exposure to “political, economic, social and
technological” risks. Operational risk analysis determines “the levels of investment in certain
programmes of a department” in order to advise on operational resolutions. Examples of
operational risk analysis techniques include “Nett Present Value [NPV], Internal Rate of
Return [IRR] and Cost-to-benefit analysis”, as opined by the Public Service Commission

(2003:15-16).

The above discussion on the theory of risk management was used to locate the context of the
study, and to determine the efficacy of risk management implementation at the TVET

College concerned.



1.7 THEORECTICAL FRAMEWORK UNDERPINNING RISK MANAGEMENT

Risk management is a managerial role targeted at “defending the organisation which includes
its people and assets from physical and financial losses as a consequence of risk. The process
of risk management concerns planning, co-ordinating, and directing risk control activities in

the organisation”, as outlined by Valsamakis ef al. (2010:13).

Based on the discussion in the preceding paragraph, risk planning plays a vital role in the risk
management process. Risk planning involves the extent to which the College had planned in
undertaking the risk assessment, what resources were in place, which people were involved in
the process, what timeframes were in place and how the risk plan was communicated. The
risk management process focused on six critical activity areas, and in order to operationalize

the risk process. The following key elements were analyzed through the study:

e Risk management environment;
e Risk identification;
e Risk assessment;
e Risk control;
e Risk monitoring; and
e Risk reporting.
These elements are briefly discussed below to gain clarity on the processes of risk

management within the context and operational functions of the College.

Risk management environment analysis needs to be conducted to ensure whether the
enabling elements have been established for the risk management process to be implemented.
According to the Public Service Commission (2003:9-11), the control environment for risk
management implementation consists of risk management policies and procedures, the risk
organisational structure, roles and responsibilities, the determination of “risk appetite”, risk
budget, defining of risk tolerance levels and the scope of risk management as critical
requirements in establishing the context. Berg (2010:82) concurs that this is an enabling
process which assists in understanding the environment in which the organisation functions.
Reference is made to the impact of the external environment, the organisation’s culture and
the strategic context on risk management. The research study endeavoured to find out

whether the above factors have been considered in establishing the control environment.



Risk identification is a process that provides the underpinning context for effective risk
management. This process must identify risks at all structures of the organisation, current as
well as emergent risks that will impact on the organisation. The Charted Institute of
Management Accountants (2002:26) goes further to recommend that the organisation’s
business, culture and structures must be critically considered to correctly identify risks. The
research study endeavours to establish whether the TVET College has identified risks in its
key activity areas, such as academic program expansion, student throughput ratios, student
placement for experiential training, institutional capacity improvement and monitoring and
evaluation of operations. According to the PFMA, it is incumbent on the accounting officer
of the College to identify systems of internal control, financial management and risk

management.

Risk assessment involves the process in which the organisation can determine how it is
doing regarding risk exposure, how it controls these risks, as well as how it monitors the
risks. Improvement processes must be identified with the relevant personnel to carry out these
actions is the view of Alexander, (2003:248). The assessment process can be a narrative
process of bringing managers together to discuss risk exposure and gaps in the risk
management process. Based on this, the study aimed to establish if campus and unit managers
of the College jointly assessed operational risk by analysing external and internal College
environmental factors. Internal factors influencing risk can comprise aspects such as internal
staffing capacity to deliver on operations, financial capability and the physical infra-structure
capacity of the College to deliver the strategic objectives. Some of the external factors
affecting College risk are business partnerships, the political landscape of the region as well
as external funders and donors. The research process endeavoured to analyze if the College

considered such internal and external risk variables in the risk assessment phase.

Risk control looks at how an organisation sets out to accept, avoid or mitigate the
operational risk, as alluded to by Valsamakis et a/. (2010:17). Some control measures include
management oversight roles, the introduction of policies and procedures and other monitoring
processes. Best practice implementation is also a control measure as practised by
organisations. The financing of potential risk is a factor in the process of risk control.
Engineering controls, such as the purchase of machinery, is an aspect that the College could
have considered to control risks. This is relevant since the College undertakes skills training
in engineering facilities. An example of documentation that can play a role in risk control is

the College Health and Safety Policy. Hence, the research examined the extent to which the

9



College implements some of these control measures as important determinants for efficient

and effective service delivery.

Risk monitoring, according to Young (2006:114), requires regular supervision and
management activities like qualitative and quantitative assessments of the risk exposure. It
also looks at the efficacy of control measures and whether there are changes in the
organisation with regard to business processes which inherently affects the level of risk
exposure in that area of operation. New business processes are an opportunity to identify new
risks. Risk indicators are a method of supporting risk measurement and risk monitoring,
(Alexander, 2003:250). Therefore, risk measurement quantifies the level of risk exposure.
Each College business unit and function thereof, has a measure of risk, which indicates
severity levels. Risk measurement and monitoring eventually brings about a revision in
decisions. This necessitates the allocating of resources for a particular course of action to
manage the risk, as pointed out by Valsamakis et al. (2010: 18 - 19). This can be illustrated
by the College reflecting whether safety gear has been allocated to students who undertake

skills courses in the workshop environment.

Risk reporting is a process whereby the reporting of risks occurs internally to the
organisation. Reporting information must be accurate and concise so as to ensure effective
resolutions on risk control actions, as asserted by Young (2006:100). In the case of the
College environment, unit managers and campus managers are responsible and accountable
for an operational area. College operations include finance, human resources, administration,
student support services, curriculum, quality management, supply chain management,
campus management and management information systems. Risk reporting therefore, will
emanate from these areas, as this pertains to the core business of the College. The research

endeavoured to establish how and in what format risk reporting is undertaken in the College.

These key processes were used as the guiding instrument to test risk management
implementation in the College. The risk management elements formed the core aspect of the
research to test the degree of alignment between the TVET College risk management
practices with those of the best practice processes leading to a determination of the

effectiveness of risk management implementation at the College.
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1.8 RESEARCH SIGNIFICANCE

Centred on the critical outcomes of the FET Act, the effectiveness risk management has not
been tested in a further education and training College environment in KZN. This case study
could therefore, be used as an instrument to contribute to ‘best’ practice in KZN, and the
findings could be used by other Colleges nationally in a longitudinal study to improve
business operations against the strategic goals of the TVET Colleges concerned. The case
study aimed to ascertain if the College is implementing a progressive risk management
strategy in accordance with standard practices, as may be found in the corporate sector.
During the research process, gaps in the risk management process of the College was
identified and a comparison was made regarding the effectiveness of the College’s risk
management function compared to standard best practices, which encompass the following

elements:

e Risk management environment

e Risk identification;

e Risk assessment;

e Risk control;

e Risk monitoring; and

e Risk reporting.
From these typologies, it can be seen that “risk management is a managerial function
intended at guarding an organisation, its assets, people and profits against financial and
physical repercussions which could affect strategic processes of the organisation” as

emphasized by Valsamakis et al. (2010:17).

1.9 RATIONALE

This study was the first one to be undertaken at Elangeni TVET College as a research
endeavour which has been corroborated by the College rector, (Annexure A). The outcomes
from the research project provided a means to assess the meaningfulness of the College
implementing the risk management strategy. It was a mechanism to determine whether the

risk strategy process assisted the College in realizing its strategic outcomes.
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A study of this magnitude would be beneficial for the College as it would be able to
determine the degree of effectiveness of risk management implementation. Other Colleges in
the Province of KwaZulu-Natal could benefit from the opportunity of learning from Elangeni

TVET College’s experience in the practice of risk management implementation.

1.10 RESEARCH METHOD

The research design was a case study approach. According to Leedy and Ormrod (2005:108),
the case study is a category of qualitative research where in-depth statistics are collected
regarding an individual, program or institution. The purpose of a case study is to learn more
about an unfamiliar or a poorly understood circumstance. In this instance, the case study was
used to as a tool to understand the effectiveness of the risk management strategy in the

College.

The case study enabled the researcher to learn more about the College’s risk implementation
strategy and if it is achieving the intended expectations. Findings from the case study will
enable other TVET Colleges in the Province, and possibly nationally, to effectively
implement their operational risk strategies. The case study option is selected based on the
involvement of fieldwork in the institution [College] to investigate the natural circumstances
of the organisation, as advanced by Welman, Kruger and Mitchell, (2008:193). Through the
case study, the researcher was able to collect data through questionnaires, interviews,
observations, documents and past records including the College’s strategic plan, risk

management plan and monitoring and evaluation reports.

The effectiveness of the risk management strategy was be based on data collected which
showed the degree of implementation of the risk management plans, and how it actually
impacted on the operational aspects and strategic intent of the College campuses. In a case
study research design, Fox and Bayat (2007:70) refer to the case first being identified,
followed by the boundaries being determined. These boundaries have been determined by the

research objectives formulated, which informed the study.
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1.11 RESEARCH APPROACH

A problem to be solved requires suitable forms of research namely quantitative, qualitative or
a mixture of both. The nature of the research problem is a characteristic that can influence the
choice of the research approach or paradigm, as emphasised (Fox and Bayat, 2007:66).
According to Robbins and DeCenzo (2005: 39), the quantitative approach includes the
applications of statistics and computer simulations. Quantitative research is more useful
where variables need to be counted, making use of statistics to process and explain data
collected (Fox and Bayat, 2007:7). The field of statistics incorporates descriptive [methods
collection, tabulation and summarization of data] and inferential [reaching conclusions and

estimates] methods, is what Levine, Ramsey and Smidt maintains, (2001:2).

On the other hand, qualitative studies are applied in the description of communities, groups,
and organisations, is a view held by Welman, Kruger and Mitchell, (2008:188). Qualitative
research will scientifically describe people, events and aspects related with them where it is
not dependent on numerical data. Sometimes, it is problematic to make a strong distinction
between the two approaches and therefore, research could be a combination of the two

approaches which is referred to as the mixed method.

Therefore, this study implemented the mixed methods research approach which combined
qualitative and quantitative data. Creswell (2014:219) says that the researcher “collects both
the qualitative and quantitative data and analyzes them separately. The researcher then
compares the results of the findings to confirm or disconfirm each other.” This approach
provides different types of information. In this case, qualitative information was generated
from the interviews, whilst quantitative data emanated from questionnaires. Importantly, both

data sets should yield the same results.

Through the qualitative research approach, the researcher endeavoured to find out the nature
of certain situations, processes and relationships. In this case, the research was to determine
the degree of effectiveness of the College risk management strategy. This entailed analysing
the process effectiveness of risk management and to what degree it contributed effectively to
other management functions in the College environment. Is the risk management strategy a
“living” document in College processes? One could look at the relationships between
different structures of management and how each layer of management responds to the risk
strategy. This study was an explorative process of investigation. Interpretations were made to

gain insight into risk strategy implementation, which included a quantitative description of

13



opinions, trends and attitudes of the College population being sampled. The mixed methods
design has an advantage in that the weaknesses of the both quantitative and qualitative data

collected could be neutralized, (Creswell, 2014:15).

1.11.1 Research Approach Philosophies

A specific research design may involve “philosophical assumptions or worldviews.” Such
worldviews influence the research process. The term “worldview” relates to a set of beliefs

that guides research action, as expounded by Creswell (2014:5). Examples of worldviews are:
a) The Positivist Worldview

This view represents the thinking after positivism and is often called the scientific method. It
is associated more with quantitative research than qualitative research. This method
challenges the notion of the absolute truth of knowledge. The researcher commences the

research with an established theory, then accepts or refutes the theory.
b) The Constructivist Worldview

This is a perspective or approach to qualitative research. Such theorists believe that
“individuals seek understanding of the world in which they live and work.” The individuals
develop subjective meanings of their experience which are varied and multiple. Such

meanings develop or generate new theory.
¢) The Transformative Worldview

These individuals are critical theorists or participatory action researchers, holds a view that
research inquiry needs to be inter-woven with political change agendas to tackle social
change orientation. Importance is placed on lives and experiences of groupings that have
generally been marginalized such as race, gender, sexual orientation, ethnicity and socio-

economic class.
d) The Pragmatic Worldview

This view is associated with what arises out of situations, consequences and actions. This
research approach is not confined to one system of philosophy. Research inquirers draw

conclusions from both quantitative and qualitative assumptions. The researcher has the
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freedom of choice in methods, tools, techniques and research techniques to best suit their
needs. The pragmatic approach is problem-centred, and occurs in social, political, historical

and other contexts.

Drawing from the above, this research approach used the mixed methods, and was
underpinned by the Pragmatic Worldview Philosophy as a situation was investigated and

conclusions were deduced through the use of quantitative and qualitative data.

1.12 STUDY SITE

The study was conducted at Elangeni TVET College in KwaZulu-Natal. It consists of 8
campuses which are spread within the eThekwini Metropolitan region as Pinetown,

Mpumalanga, KwaMashu, Ntuzuma, KwaDabeka, Inanda, Ndwedwe and Qadi Campuses.

The head office is situated in Pinetown which is about 20km north east of Durban; this is
where all the interviews will be conducted. The campuses were visited where questionnaires
were distributed to another part of the sample population to ascertain whether
recommendations as set out in the Risk Assessment Management Report were currently being
implemented. The College has a student population of 6500 and 450 staff comprising
management, academic, administrative and general assistant personnel, (Elangeni TVET

College Strategic Plan: 2014 — 2019:8).

1.13 TARGET POPULATION

According to Welman, Kruger and Mitchell (2008:53), the target population is the complete
collection of cases from which a sample is extracted. Fox and Bayat (2007:52) refer to
populations as groups of events, individuals or objects which have a common characteristic
which will represent the total sum of objects or individuals which will be involved in the
research study. The target population for this research study was the Institutional
Management Team [IMT], staff and student class representatives of the College. The IMT
consist of the director [rector], deputy directors, unit managers and campus managers. Unit

and campus managers oversee College operations.
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1.14 SAMPLING METHODS

Sampling can be either probability or non-probability in nature. In the case of probability
sampling, each unit or element has an equal chance of being selected or included in the
sample, while in non-probability sampling, elements or units have no opportunity of being

part of the sample as pointed out by Welman ez al. (2008:56).

In this case study, probability sampling utilizing stratified sampling was used. The reason for
this is that the sample comprises sub-populations or strata. The population is non-overlapping
and is homogeneous regarding the investigation that was conducted, (Fox and Bayat,
2007:55). In this research, the sample consists of the different layers or structures of the
College such as senior management, operational managers, staff and student components,
where stratified sampling was used. An advantage of stratified random sampling is that it
consists of smaller samples, thereby requiring less time and costs to conduct the
investigation. However; the sampling method that was implemented to draw a sample from
the staff component was random non-probability sampling. This was indicative through every

staff member having an equal opportunity of being selected.

1.15 SAMPLE AND SAMPLE SIZE

According to Foster (2010:387), a sample is a sub-set of the population. Sometimes
researchers have to limit their research to part of the population which is referred to as a

sample of the population which is representative of the population, (Fox and Bayat, 2007:54).

The sample in this research study comprised the management, staff and student
representatives of the College. Management are the personnel required in the planning for
risk management, and are the implementers of the risk strategy of the College. The staff and
student component are at the coal-face where risk management is effected operationally.
This sample ensured a high response rate as the samples constituted of individuals that ought
to exercise a greater degree of responsibility. A high response rate was based on the ability to
locate and identify the participants in the study. Hence there was a greater degree of

participation in the data collection process.
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According to Fox and Bayat (2007:61), sample sizes depends on a number of considerations
such as the population size, homogeneity of the population, as well as the degree of reliability
required in the investigation, and the sampling method. Sample size is regulated by the

following significant factors:

Different analyses that will be carried out;

Tolerable degree of error which impacts on accuracy for estimates;

Degree of confidence in data collected; and

Size of the total population from where the sample is being drawn.

For this research study, the expected sample size was 93 as reflected in the tables below:

Table 1.1: Population Sample - Survey
Categories Population Expected

Sample Size

Operational

Management

Staff

Representation

Campus  Class

Representatives

Total

The above table is representative of the population sample of a survey of 90 individuals

issued with questionnaires.
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Table 1.2: Population Sample - Interviews

Category Population Sample Size

Senior Management [

The table above represents the population sample of senior managers for the interview

process.

1.16 DATA COLLECTION

For the purpose of this research investigation, the mixed method was implemented to collect
data, as it incorporates qualitative as well as quantitative data. This method has an advantage
as both types of data when collected can be analyzed separately: after this a comparison of

the results can be made to confirm or disconfirm each other, (Creswell: 2014:219).

Qualitative data was collected through semi-structured interviews with the senior
management personnel. During field work, the researcher compiled notes and tape recorded
the interviews, as there could be other observations made which may add value during the
data analysis process. Vithal and Jansen (2006:20) proposes that a data collection plan be
generated taking into consideration data collection methods, research parameters and research
instruments to be used. The interview schedule is attached as Annexure B. Semi-structured
interviews were conducted where a schedule of themes and questions was generated. This
option was made available to allow the respondents to freely respond to questions posed with
a view of obtaining other information not requested in the schedule of questions. When trends
in responses from individuals occur, this could be vital information that would not have been
discovered if a structured interview option was implemented. Respondents were free to
participate as the study was voluntary and they were also free to withdraw from the study if
they desired to do so. However, one must be cognizant regarding time delays. Through the
interview process, the respondents’ thoughts, feelings and experiences were brought to the

fore. These can contribute to the intensity of what is being discussed. The interviewer elicited
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information from the interviewees with awareness and sensitivity to the people who were

interviewed, as they expressed their feelings.

Quantitative data was then gathered through a survey. Each College site was visited where
questionnaires were distributed to the operational management, staff and student components.
Welman et al. (2008:181) emphasize the importance of being sensitive and ethical during an
intervention process such as data collection. Based on this statement, the literacy levels of the
students were taken into consideration as this must not be a hindrance when collecting survey
data. The data collection instrument had been made simple to include closed questions where
the respondents had a range of answers to choose from. The researcher met with the
respondents in an environment where they were comfortable as they received a briefing on
the research endeavor. This led to greater ease in completing the survey by the respondents.
More respondents were involved in the quantitative method as opposed to the qualitative
option, which produced valid data collected leading to meaningful statistical testing,
highlighted by Creswell (2014:222). Annexure C, D and E represent questionnaires that were

handed to the operations managers, staff and student representatives respectively.

Other forms of gathering data were used to source important and relevant College

documentation which included the following typologies:

¢ Risk management strategy;

e College strategic plan;

e College policies and procedures;

e Monitoring and evaluation reports;

e Monthly management reports;

o C(lient satisfaction surveys; and

e Internal and external audit reports.
These documents focused on the themes being investigated. These documents are known
sources of information of which the focus group and individual interviewees are aware. They
were thus in a position to freely discuss aspects during the interview process, thereby adding

to the quality of information requested.
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1.17 DATA QUALITY CONTROL

Validity refers to the accuracy achieved in the findings of the study. It is the extent to which
the research design and data collected allows the inquirer to draw accurate conclusions, as
formulated by Leedy and Ormrod (2005:219). Qualitative reliability contributes to the
relevance of the methodology to be pursued in the study. Data quality control can be achieved
by analyzing the feedback from respondents in accordance with the key questions and
objectives raised in the study, the findings and the use of methodological tools to gauge
statistical significance. The use of formulating themes when examining evidence provides a
convergence of several sources adding to the degree of validity, (Creswell, 2014:201). The
researcher was cognizant of factors such as experimental procedures, treatments or the
experiences of the participants that can threaten validity and may result in incorrect
inferences being drawn about a population. Validity in quantitative research refers to
“whether the researcher can draw meaningful and useful inferences from scores on the

instrument, such as content validity”, as highlighted by Creswell (2014:160).

1.18 DATA ANALYSIS

This research used thematic analysis used during the data analysis process. Data analysis is
intended to make sense of the data collected in order to gain information. During the data
collection process, such as interviews and focus group discussions; field notes are made by
hand and recordings are made. The notes and recordings were processed in order to generate
conclusions from the information, for example through theme identification. This can be
described as “umbrella” constructs where one looks for word repetitions and keywords,

asserts (Welman, Kruger and Mitchell, 2008:212).

Data analysis for the research involved the organizing of details in a specific i.e.
chronological order. Data was clustered into specific groups, then interpreted for statistical
significance. Patterns were identified for specific themes and the overall analysis was
constructed to draw conclusions. The research looked out for convergence of data which can

arise during the data collection process, as noted by Leedy and Ormrod (2005:136).

The Statistical Package for Social Scientists (SPSS) was used for data analysis concerning the
quantitative data collected. Reliability and validity of the data was tested using Cronbach’s

Alpha and Bartlet’s Test of Specificity. Factor analysis was implemented to make credible
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sense through data reduction. Kaiser-Meyer-Olkin statistical assessments were applied to test
the total significance of all correlations or associations of gathered data. In order to analyze
whether there was a relationship between two or more variables, bivariate correlation was

effected.

1.19 ETHICAL CONSIDERATIONS

Fox and Bayat (2007:148) refer to ethical considerations as a process dealing with seeking
permission or informed consent from individuals participating in the research through a
process of questioning, interviews or observations. According to Welman and Kruger
(1999:181), ethical considerations become very important during the following stages of

research:

e During the recruitment of participants;

e During a measurement process to which they may be subjected; and

¢ During the process of acquiring results.
With regard to this research investigation, permission was sought from the director of the
College to undertake research into the effectiveness of the risk management strategy in the
College. The director was informed as to the nature of the investigation to ensure that
confidential and sensitive information will not be divulged The College management which
constitutes the sample for the research was informed as to what is required from them in the
investigation; therefore their permission to be part of the research was sought through the
form of a gatekeeper’s letter. They were also be informed that for any reason should they feel
uncomfortable during the research process, and if they wanted to withdraw from the process
of consultation, that it was their prerogative without any prejudice. This voluntary aspect is in

keeping with the University’s policy for postgraduate research.

The participants remained anonymous. Their confidentiality and privacy was assured through

the use of an agreement document between themselves and the researcher.

Importantly, permission was sought from the University of KwaZulu-Natal Ethics

Committee, together with a gatekeeper’s letter from the TVET College.
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1.20 LIMITATIONS OF THE STUDY

The study is new to the College, therefore on-going liaison between the College rector and
the researcher regarding the sourcing of College documents was integral for this research.
Communications with the institutional managers was a significant factor, to ensure that the
objectivity of the research was not compromised. As highlighted by Holloway and Brown,
(2012:52), limitations are the potential “weaknesses” that may influence the results of a

research.

1.21 CHAPTER FRAMEWORK
This research study incorporated six chapters which were expounded as follows:

Chapter One contains background information to the study and the context within which the
research endeavour will be undertaken. The research problem is identified as well as the
intentions of the research through research objectives. The research significance is
emphasised and the research approach delineated. The target population and sampling
methods are identified. Data collection processes are expanded on, together with how data

will be analysed. Finally, ethical considerations and limitations of the study are discussed.

Chapter Two provides critical information regarding the public administration landscape.
Models for public administration are described to understand the approaches to public
administration and the need for effective performance and service delivery. An outline of the
‘Genesis’ of public TVET Colleges is sketched, providing the significance of College
governance. The importance of planning for success and strategies for effective performance

to create public value is, lastly, emphasised.

Chapter Three focuses on the literature review which encompasses the risk management
model that will be elucidated to assess whether the TVET College compares to this model.
However, the chapter commences with the concepts of the evolvement of leadership value
and organizational strategy to the point of risk management. A snapshot of strategic
management in the public sector provides a case for risk management. The model for risk
management incorporating scanning the risk environment, risk identification, risk assessment,
risk control, risk monitoring and risk reporting are expounded. The chapter concludes with

the benefits of risk management, decision-making and the importance of ethical behaviour.
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Chapter Four is the research design and provides an outline of the aim of the research. The
methods and approach of the research as well as research approach philosophies are
described. Information regarding the study site, target population, sampling methods, the
sample and sample size are clarified. Data collection strategies, data quality control and data

analysis together with ethical reflections are considered.

Chapter Five expresses the content for the research findings, analysis and discussions. The
findings are supported by statistical information in the form of tables and graphs. The
research instrument with quantitative data analysis is exposed to statistical reliability testing
to provide an assurance regarding data quality. Biographical and risk strategy implementation
data is analysed and exposed to hypothesis testing and correlation deductions. Finally, an

analysis of the questionnaire and interview responses is undertaken.

Chapter Six is the final chapter which contains the conclusion and recommendations arising
from the study. A critical consideration was: “Has the research problem been answered?”
This was followed by analysing the implications of the research endeavour. The research
study limitations and means of improvement are suggested. Critically, recommendations from
the research are outlined for the purpose of sharing best practise and improving

organizational operational processes.

1.22 CONCLUSION

This chapter provided insights into the framework of the research that was undertaken, and
included information as to why there is a need to pursue the research. This was followed by a
description of the research environment including its locality, operational function and the
people associated in the research environment. There was a description on the population
sample and sampling techniques implemented. The research design data collection methods
and data analysis processes were briefly described. This was concluded by ethical
consideration, research limitations and a brief narrative on the chapters that constitute the
research study. This chapter is followed by Chapter Two, which contain a discussion on the

public service landscape and how the TVET College is located within this landscape.
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CHAPTER TWO

THE INTER-RELATIONSHIP BETWEEN RISK MANAGEMENT, PUBLIC
ADMINISTRATION AND SERVICE DELIVERY

2.1 INTRODUCTION

“Access to decent public services is no longer a privilege to be enjoyed by a few; it is now
the rightful expectation of all citizens, especially those previously disadvantaged. This is why
the guiding principle of public service transformation and reform is service to the people":
Mr. Z. Skweyiya — Minister for Public Service and Administration in the Forward of the
White Paper on Transforming Public Service and Delivery, Department of Public Service and
Administration. The publication of the White Paper on Transforming Public Service Delivery
(Batho Pele) in 1997, is an example of government’s commitment to acknowledging good
governance by requiring officials to consider their clients as first priority, maintains Cloette

and Thornhill, (2012:5).

Public administrative procedures must be implemented by government institutions aimed at
satisfactory service delivery and the improved welfare of people. The three spheres of
government, namely, National, Provincial and Local Government, provide certain services
according to their priorities and its significance. Government departments accomplish their
objectives by improving the lives of citizens when they successfully provide the services that
they planned to undertake, as pointed out by Du Toit, Knipe, Van Niekerk, Van der Walt and
Doyle (2001:4-24).

The public administration system ensures that the functions of government are facilitated so
that services are rendered to its people. Some of these functions as highlighted by Hughes

(2012:23) are to:

e “Provide for infra-structure — the provision of basic institutions, rules and
arrangements for the satisfactory operation of a modern capitalist system [the College
is supported though the provision of land and buildings, legislative frameworks,
operational framework, staffing and its management and academic delivery programs

to name a few];
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e Provide various goods and services — goods or services that are available for the
whole country but difficult for an individual to pay for such as national defence,
sewage disposal, traffic control systems, roads and other infra-structure [services
provided by the College are education and training functions, as well as community
upliftment];

e Resolve group conflict — the need by government to resolve conflict in society in
pursuit of justice, order and stability through legislation such as minimum wage
legislation [legislation such as the Basic Conditions of Service and the Continuing
Education and Training Act are examples of legislation provided by government
which enhance stability and order within the College environment];

e Protect the natural resources — thereby preventing the wasteful use of natural
resources and the protection against degradation of the natural environment;

e (Create minimum access by individuals to goods and services of the economy — social
assistance by government to overcome the negative impact of the market which might
be socially unacceptable that could cause poverty, illness and unemployment as
examples [this is supported by College bursary function which aids those who are
needy and impoverished]; and

e Stabilize the economy — actions that to be taken by government to overcome the
negative impact of the economy such as a recession through, for example, budget and
policy adjustments.”

The above functions of the College through government are common across most countries
as facilitated through the public administration system, but the public manager is personally
responsible to deliver the results in the form of service delivery. The rector, as the accounting
officer, is obligated through performance agreements with DHET to ensure that the mandate
to create a skilled workforce is fulfilled by rendering effective and efficient teaching and

learning services to its client.

Fox, Schwella and Wissink (1997:2) describe public administration “as a system of structures
and processes which operates within a particular environment with the objective of
facilitating the formulation of appropriate government policy and efficient execution of the
formulated policy.” This definition provides a wide scope of public administration as the
environmental context considers policy formulation, policy execution, politics and

management processes that affects the College.
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The “environmental context” as alluded to by Fox ez al. (1997:18-20) consists of:

e The general environment — everything that is exterior to the organization or the
“macro-environment” which impacts on the organization continually, such as the
communities the College serves and its partnerships with other organizations;

e The political environment — this includes political ideas, philosophy, and political
ideology constituting the political system. The College as a public institution is
subjected by national power structures like DHET, interest groups such as unions,
TVET regulations and political authorities;

e The economic environment — this relates to the way society generates and distributes
its wealth. Economic philosophy is the foundation for international and national
economic structures and developments. This is represented by the College receiving
development funding from various countries where their project delegate monitors the
College regarding its fulfilment on the conditions, as set out in a memorandum of
understanding;

e The social environment — this is concerned with the inter-relating social roles and
institutions within a specific society which comprise the demographic characteristics
of the population, urbanisation trends, education, housing and human development
which needs contemplation by policy-makers;

e The cultural environment — this comprises society’s attitudes, beliefs, interactions and
role definition which is an influence by which society transfers its belief structure.
The cultural structure of family, educational institutions and religious institutions
transmit cultural patterns which originate from the communities the College interacts
with and the students it serves; and

e The technological environment — this refers to how technology and machines are used
to produce and allocate goods and services. The College must manage within the
changing technological milieu and its influences such as implementing “cloud
technology” and improved communication devices, for example tablets and Internet
solutions.

Based on the above, the College rector, who is a public official, must be cognizant of the
influences of the environmental context when executing the public administrative functions
as this becomes the foundation for development and the appropriate approach to public

administration and management, as advocated by Fox ef al. (1997:23).
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Public administration can be analyzed by looking at various approaches such as the

following:

e Process approach;

e Multi-disciplinary approach;

e Open systems approach; and

e New public management approach.

A contextual discussion of these approaches follows.

Process approach — is categorized by administrative, functional and auxiliary processes
which to be undertaken in order to achieve government’s goals to deliver on services to the
citizenry. This approach is evident in the College through the various business units like
human resources, administration and finance; to name a few, that support the College’s core

function of teaching and learning as a service delivery function.

Multi-disciplinary approach — highlights the use of knowledge from other disciplines such as
political science, economics, legal sciences and psychology as disciplines that contribute to
the public administration system. The College’s administration system is enhanced by the
establishment of a College council and its sub-committees such as procurement, audit and
risk and planning and resourcing. These sub-committees are constituted by individuals, who
are specialists in their respective fields of disciplines and who bring new business knowledge

to the College.

Open-systems approach — this approach to public administration emphasizes that it occurs in
an environment, noting how aspects of the environment can affect the public administration
system. It is represented through the participation of key role-players, like members of the
community who interact with the College system to influence its strategic direction resulting

in the development of this community.

New Public Management approach — is the new theory of public management, indicating a
change as to how the public administration needs to be governed. It emphasizes the aspect of
“contractualism”, where in a state, the personnel and resources are to be managed by a series
of contracts. The contract clearly outlines the objectives and tasks to be performed in order to
achieve the desired outcomes of service delivery. Such contracts are the responsibility of
executive officials of the state, as acknowledged by Du Toit et al (2002:28). This is

representative of the College “contracting” its staff through job descriptions and performance
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management mechanisms. The College has implemented service level agreements and
memoranda of understanding with various organizations in partnerships, to aid in its

development to render improvement services to its main client, the students.

The systems of approach regarding public administration consider a certain environment in
which it is implemented within the College. Functions in the public administration system are
exposed to threats or challenges which affect its successful implementation, thereby having a
negative impact on College operational outcomes. These negative impacts are circumvented
through a risk management system which the researcher envisages investigating regarding its

implementation and effectiveness.

2.2 PARADIGM SHIFTS IN PUBLIC ADMINISTRATION

Developing countries have been drawing on the general experience of public sector reforms
and specifically public administration reforms from progressive and innovative countries.
These public sector reforms looked at new frameworks of public administration which
reflected a change from the “Old Public Administration” to the “New Public Management”
and progressing to the “New Public Governance” approach, as pointed out by Robinson
(2015:4). In spite of these approaches being distinctively associated to one another, there are
different views about these concepts by academic followers. The traditional, managerial as
well as the governance models of public administration are viewed as influences contributing

to public service delivery, as emphasized below:

e “Traditional” Model of Public Administration
The traditional model of public administration was once a major reformation of public
administration. It is based on two theories, namely, the theory of bureaucracy and the
separation theory between politicians and administrators. It was characterised by the political
leadership having control through means of bureaucracy and hierarchical structures, and
motivated by the public interest serving party interests. The administration implemented
policies as decided by the politicians. Such characteristics of public administration are now
seen as out-dated and “old fashioned” and not relevant to the changing world, (Hughes,
2012:44). At the same time, Max Weber set about the theory of bureaucracy where the public

administration is distinct and professional, where people are recruited and appointed on merit
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and where the system is politically neutral in spite of changes in government. Weber asserted
that there is no other authority but the law that the position held by an administrator was part
of that authority, and that the organisation has rules and that these rules are more important

than any individual.

As can be observed, there is basically no emphasis on the human factor here or the rights and
welfare of the citizen. The emphasis was on authority, structure and the supremacy of the
organisation. The “one best way” placed emphasis on standardized practices and procedures,
where administrators had no responsibility for the results. Bureaucracy was seen as a system
of power despite there being the greater need to improve system efficiencies. Through
interrogation of these theories, it is clear that nowhere is it mentioned that the need for
service delivery to the citizen, adds value to society. The emphasis was on processes rather
than on the results. In the traditional model of public administration, there were no dealings
with external organisations or the public by administrators, (Hughes, 2012:78). However,
Runya, Qigui and Wei (2015:11) point out that this model of public administration

significantly improved the effectiveness of work during that period.

e Managerial Model of Public Administration
Robinson (2015:7) advises that based on the limitations of the old public administration
model in meeting the demands of a changing economy, the New Public Management [NPM]
Model was introduced. The traditional model of administration was widely perceived as not
working very well. There was a push towards being results driven as opposed to having an
emphasis on processes. There was pressure on governments to deliver more functions with
the same resources. Changes in government brought about changes in the management of
activities and functions. The managerial change came from the political leadership and not

the public service itself, (Hughes, 2012:80).

Some of these changes were to recruit specialist staff like economists and managers and
applied private sector practices in the public service with the aim of improving functions and
cutting costs, thereby improving productivity. Public management now started looking at
long-term goals, as well as developing relationships with external stakeholders. This
managerial model focused on strategy development [development of objectives and work
plans], the management of internal components [resource allocation and procedure

development] and lastly, the management of external institutions/units [dealing with other
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departments and organisations]. This new model of public management was referred to as

“managerialism”, market-based public administration and “New Public Management”.

The managerial changes that were brought about became known as the New Public

Management, which focused on the following areas:

e Hands-on approach to management [College managers are accountable through
delegations of authority and the organogram];

e Standards and measures of performance-setting [all managers possess work-plans and
operational goals and targets];

e Emphasis on output controls [attention to results through work-plans and objectives];

e Disaggregation of large public sector units into smaller units for greater efficiency
[representative of a separation of duties by the creation of the finance and supply
chain management functions into different units] ;

e FEmphasis on competition regarding tendering and contracting to lower costs [the
College has developed its supply chain policies and procedures];

e Implement private sector style of management to create flexibility [evident through
various business units like human resources and marketing, and planning structures
like the Institutional Management Team; and

e Greater discipline on resource utilization to enable cost saving by implementing
sustainability measures and internal audit functions.

The above discussion is in support of the College implementing the principles of the Public
Management model. It is reflective of a College that has shifted its focus from an
administrative function to a management dynamic parallel to the corporate sector. Hughes
(2012:88) refers to this model as a “shift in management systems from inputs and processes
to outputs and outcomes with measurement towards performance indicators and standards. It
emphasises a flat management structure with market-like strategies for delivery on public
services by contracting and privatization whilst considering the promotion of public/private

partnerships with a move from universalism towards individualism and efficiency”.
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Some reforms in public sector management included an emphasis on:

o Management and not administration — the public manager is expected to achieve
results and be accountable, hence a move from administrating to managing processes
by being involved in strategic planning processes and work-plan development where
staff’s performance are measured;

o Leadership — the use of personal attributes and personality to motivate people which
is a key characteristic in the managerial model;

e Results focused — a responsible manager must achieve results and be accountable for
it through the performance appraisal process which is supported by Integrated Quality
Management System and Employee Performance Management System;

e Strategic approach — long-term perspectives on aims of governments can be achieved
through strategic planning and decision-making, in an approach well used in the
private sector. The College as part of its management and leadership functions has
generated strategic plans enabled by management and its governance structures;

o Improved financial management — better ways for programme budgeting using latest
accounting systems and the devolution of budget responsibility to lower levels.
Financial management processes has been enabled through internal and external audit
functions;

e Flexibility in staffing — the effecting of staffing management controls to utilize staff
on specific need and dismissal of staff as per the situation at hand and the application
of robust incentive systems to motivate staff to perform optimally. The College is
cognisant of and implements labour relations controls if and when required and
facilitated by the human resources department;

e Competition and contractualism — this is seen as reducing costs and promoting
competition between service providers by implementing College supply chain
procedures that have been developed;

e Relationship with politicians — the public manager needs to interact with the
politician and not be viewed as a master/slave relationship, as previously pertained .
This is evident through the College rector attending meetings as presented by the
DHET minister; and

o Relationship with the public — based on the demand to be more client-focused, there
is a need for greater interaction and accountability between public sector managers

and the public. There is active participation between the College and the multitude of
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communities it serves in the north eastern region of Durban together with other
business stakeholders.
The College is observed to be progressively identifiable with the characteristics of the new
public sector reforms. The managerial model in the public service has great promise and has
been implemented in many developing countries to allow for actions to be carried out in a
more efficient and cost-effective way by providing the relevant information for decision-
makers. Public managers are now responsible for the achievement of results and to produce

more goods and services using less at their disposal, (Hughes, 2012:102).

e Governance as a function in Public Administration
The preceding models of public administration emphasized “bureaucratic hierarchy and
administrative interest” as central features. The New Public Governance [NPG] practice
places the citizen rather than the government as the focal point, where government is an
“actor” with other stakeholders engaging policy considerations and service delivery. This
approach underlines ‘inter-organizational relationships and the governance of processes”, as
deliberated by Robinson (2015:9). Governance therefore, is premised on a ‘whole of

government approach to service delivery.”

There are three areas of governance and its associations that need to be explored are, namely,
corporate governance, governance as the new public management and governance as

networks.

Corporate Governance - In private sector organisations, when one looks at their rules and
areas of regulation, the concept of corporate governance becomes synonymous as this relates
to their structures of accountability and principle-agent issues. Based on, for example, the
world economic crisis in 2008, there has been a greater need to improve corporate
governance through improving accountability mechanisms as well as looking at directors’
responsibility and how management can ensure that the share-holders interests are complied
with. Other aspects to improve corporate governance was to ensure compliance regarding
financial disclosures, auditor independence, clarification of corporate responsibilities, as well
as the setting up of advisory boards to discipline accounting firms. The designing of
structures for internal accountability that will lead to better managerial performance and
investor confidence is highlighted as another improvement mechanism in corporate

governance, (Hughes, 2012:132).
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Governance as the New Public Management - The new reform program referred to as the
New Public Management has direct associations to governance as it is related to corporate
management [private sector management], and marketization [incentivisation of the public
service]. Steering is central to public management and is used in association with governance,
as steering involves increasing customer demands whilst cutting back on resources, (Hughes,
2012:133). The New Public Management reform is undergoing a change to establish
governance practices for the future — a reform in governance referred to as New Public
Governance where multiple actors add value to public service delivery and where multiple

processes informs the policy-making system, (Hughes, 2012:136).

Governance and Networks - Governance is also referred to as self-organising, inter-
organisational networks as there is an incorporation of external institutions within
government in the delivery of services such as the outsourcing of services to consultants.
There is a need between the stakeholders to share resources and a sense of purpose. These
networks are not accountable to the state as they organise by themselves and are autonomous.
The network plays a role in influencing the state on some decision-making matters such as
policy. Government then acts out the decisions taken in the network. Government can also
influence the network by asserting its power [locus of government] in the market, without
public funds being spent thus steering the network. This is meaningful as the state and society
are brought closer together through the network interactions. There is continuous political
bargaining as the network bargains with the state, but in all transactions a mutually beneficial

relationship occurs, (Hughes, 2012:139).

Usefulness of Governance - Governance has been described as tight, having the
characteristics of clear objectives, instructions and follow-up with a goal-oriented approach.
There is a need for firm frameworks and effective supervision as the management are
sceptical of the staff. Governance is less stringent where it is influenced by management
being less suspicious of staff and having confidence in the co-operative environment of
recommendations, as opposed to commands in tight governance. Governance essentially is
about running organisations, be they private or public. It endeavours to bring about
resolutions to society’s problems through structures and institutions that may have nothing to

do with the political system.

Through the literature review, it is clear that the evolution of public administration models

emphasises that the citizens should be the core facet in the service delivery process. The New
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public Governance approach emphasizes “the designing of structures for internal
accountability that will lead to better managerial performance.” This implies the development
of systems for accountability in the process of enhanced service delivery to the citizen. The
focus of the past has been on process and procedure development, then on results and
outcomes, rather than public value. The citizen must be central in the governance process and
public decisions must be made through meaningful interaction with citizens. This means that
they are not only receiving services from the state but that they are contributing to the

development of public policy and programs, emphasizes (Denhardt and Denhardt, 2009:409).

2.3 EFFECTIVE PERFORMANCE IN THE PUBLIC SECTOR

In order to facilitate the promotion of effective performance in the public sector, one has to
first understand the concept “effective performance”. Effective as in effectiveness, is doing
the right tasks in the attainment of a goal, (Robbins and De Cenzo, 2005:538). Performance is
a measure in the attainment of a goal or objective. Hence the management of performance is

performance management.

According to Cloete (2013:274), the public sector has embarked on a “new” approach — to
measure performance according to predetermined indicators. The aim is for employees to set
and achieve predetermined standards in their executive actions. The main focus of
performance measurement is to determine whether the set goals have been achieved and to
exercise control. Cloete (2013:4) also says that the State as a public institution has the
responsibility to maintain law and order, to provide public services to maintain society and to
promote the general welfare of the population. In order to facilitate this function and to
effectively deliver in its mandate to provide a better life for all, the state embodied in its

public institutions is classified into 3 principle groups:

e Legislative [laws of the state];
e Executive [political office bearers]; and
e Judicial [courts of law].

These institutions of government ensure the development of policies to enable services to be
delivered to the country’s citizens through the development of legislation, while ensuring

compliance with such legislation.
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24 THEORISING RISK MANAGEMENT WITHIN THE PUBLIC
ADMINISTRATION PARADIGM

2.4.1 Legislative Institutions
2.4.1.1 Constitutional Imperatives

Regarding effective performance, the preamble of the Constitution of 1996 states, among
other things, that the purpose of this supreme law is to “improve the quality of life of all
citizens and free the potential of each person”. One of the values of the South African
Constitution under Section 1 is the achievement of equality, human dignity and the
advancement of human rights, (Cloete, 2013:9). Chapter 2 in the Constitution, which
proclaims the Bill of Rights in Section 7 — 39 provides as follows:

“The Bill of Rights is a cornerstone of democracy in South Africa. It enshrines the rights of
all people in our country and affirms the democratic values of human dignity, equality and

freedom”, (Cloete, 2013:9).

According to the Constitution of 1996, the legislative authority is vested in Parliament where
laws are interrogated and sanctioned, and in this case support performance and service
delivery in the public sector. For example, the FET Act 16 of 2006 as amended [concerning
the TVET College sector], was reviewed and amended in 2012 to ensure that the governance
powers shifted from the College council back to the State. This brought about more stability
regarding employee concerns. This stability is important as the TVET College sector has
been identified as the key driver regarding the skilling of the nation, employability, and

therefore, poverty alleviation.

From a legislative perspective and concerning TVET Colleges, TVET Colleges are mandated
through the FET College Act 2006 as amended, to organise and institute a College council
that will have a governance function over the College. There are external members of council
whose appointment will be ratified by the Minister of Higher Education and Training. The
council’s function is to endorse all College policies to ensure that the College operates
optimally. Another function is to ensure that the College generates a strategic plan to ensure

that the College operates according to National imperatives like the National Growth Plan.

The College is part of the South African public administration system and is compelled to

uphold the values as stipulated in section 195 of the Constitution of 1996. The College is
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therefore, obligated to maintain a high standard of ethics and must be accountable for
decisions undertaken. According to section 195(1)(b) of the Constitution of 1996, it is
mandated to implement processes that are “efficient, economic and effective”. It is the
responsibility of the Auditor-General to assess and report on financial aspects of any state
institution. This includes the College as it is an institution that is state-funded, as highlighted
in section 188(2) of the Constitution. It therefore, is incumbent that the above Constitutional

obligations of the College be analyzed during the research process.

2.4.1.2 Public Finance Management Act and College Compliance

According to the CET Act, Chapter 5 section 25(1)(c) and regarding the financial records and
statements at public Colleges, “Colleges need to implement internal audit and risk
management functions which are not sub-standard to the standards set out in the Public

Finance Management Act of 1999 [PFMA] (Act 1 of 1999 as amended).”

With regard to the PFMA, section 38(a)(ii) and under general responsibilities of accounting
officers, in this case the College rector, must ensure that he/she sustains efficient, effective
and clear systems of internal control, financial management and risk management. Through
this legislation, the PFMA essentially set in motion a legal framework for the establishment
risk management practices in the public service, thereby obligating all public sector
institutions to implement risk management strategies. According to Sangweni (2003:1), risk
management is a vital management tool to “support accountability and is invaluable in
preventing corruption and wastage of resources”, thereby make accounting officers

accountable for risk implementation as part of their responsibilities.

2.4.1.3 Public Service Commission and the Context of Risk Management

The Public Service Commission Report (2003:33) states that risk management is one of the
constituents of the organizational control environment which adds value to the overall
efficiency of the control system. It is further indicated that performance management systems
play a pivotal role in enabling and supporting the risk management strategy through
integrating risk with other management processes. This integration of risk management is
applied during strategic planning processes where risk is identified for each key objective of

the business unit. The continuous changing of the business environment creates risk
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exposure, which necessitates the implementation of monitoring and review processes. This is
integral to operations management which aims to foster improved service delivery to the

client.

2.4.1.4 Monitoring and Evaluation and Risk Management

In the Department of Performance Monitoring and Evaluation [DPME] Strategic Plan
2011/12 — 2015/16, it is stated that departmental performance monitoring must become a
“mechanism for improving management practices” in the public service. The strategic
intentions are to change bureaucratic and unresponsive management culture to one that is
sensitive to clients’ needs and service delivery, through focussing on the required changes. It
is the intention of DPME to “monitor front-line service delivery” of service delivery
departments, such as the TVET College which interacts with the public, Department of

Performance Measurement and Evaluation Strategic Plan (2011:3).

The mission statement of DPME reflects a willingness to improve government’s performance
to improve service delivery through changing the way government functions to attain
continuous improvement as a vision. Strategic program One of the DPME which considers
Administration, is specifically responsible for management, strategic leadership and
administrative support. In this regard, the Office of the Director-General is responsible for
internal audit and risk assessment. This reflects the importance of risk management processes
in the achievement of departmental goals to facilitate and achieve service delivery objectives.
This reflects the critical importance of the risk management function within DPME and is

illustrated by the following strategic objective table:

Table 2.1: DPME Strategic Objective

“Strategic Objective 1.2 Ensure that the department complies with good corporate

governance principles.

risk assessments

Objective statement Conduct annual and develop a risk
management strategy and plan in line with National Treasury

risk assessment guidelines.

Baseline No formal risk assessment conducted.
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Justification Risk assessment and mitigation is a requirement for good
corporate governance and alerts the organisation to potential

obstacles to meeting performance targets.

Outcome 12 — efficient and effective public service.”

Source: DPME 2011/12 — 2015/16 Strategic Plan

The table above depicts the importance of risk management in the process of achieving
service delivery. It is reflective of government’s commitment through the strategic initiatives
of the office of the DPME which needs to be cascaded and filtrated to business units and

finally, the customer as was intended in the values of public service departments.

The preceding pieces of legislation and strategic frameworks are specific to ensuring that
administrative standards are in place to promote effective performance, and where public
officials become accountable in the process of service delivery. Cloete (2013:17) mentions
that State institutions that support and strengthen Constitutional democracy and thereby

enhance performance in the public sector:

e The Public Protector [the function to investigate the conduct of the public

administration and state’s affairs regarding impropriety];

e The Human Rights Commission [to protect, develop and the achievement of human

rights];

e The Commission for Gender Equality [for the attainment and protection of gender

equality]; and

e The Auditor General [to audit and report on the financial management of all state

institutions].

The above are some of the “Chapter Nine” institutions that are in place to strengthen
Constitutional democracy to ensure, for example, that the citizen is protected and the state
becomes accountable regarding how it enacts its functions. The principle function of the
legislative authority is to generate and adopt policy for the country, as conveyed through

legislation to be effected by the executive authority, and as articulated by Du Toit et al.
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(2002:74). It follows then, that adherence to these Chapter Nine institutions is imperative for

sound risk management practices in public institutions.
2.4.2 Executive Institutions

The executive institutions and functionaries comprise political office bearers and officials.
This structure of the state deals with members of the Cabinet [President, Deputy President

and Ministers]. Cloete (2013:21) points out that the political function includes:

e Supervising the administrative activities to ensure that they effectively and efficiently

satisfying the real needs and justified expectations of the people;

e Overseeing the administrative institutions to ensure that they are functioning

effectively and efficiently; and

e Giving account to the legislature and society about the functioning of the executive

institutions.

These political functions consist mainly of the integration of political considerations and
administrative considerations to establish a government and public administration which will
promote welfare of society, which is to create a society in which the real needs and justified
expectations of the population will be promoted to the greatest extent, with the available

limited resources, (Cloete, 2013:20).

It is therefore, stated in Du Toit et al. (2002:74), that the function of the executive authority
is to execute the policy as approved by the legislative authority as well as to serve as a
structure for executing policy. From a practical viewpoint, Dr Blade Nzimande, the Minister
of Higher Education and Training under which TVET Colleges are administered, meets with
all College rectors on a regular basis. Apart from a variety of reasons to meet with the rectors,
the minister primarily seeks to establish whether TVET Colleges are fulfilling their mandate,
which is to skill the nation effectively. As a minister, it was ensured that recently when
students at various institutions were on strike action regarding the shortage of funds, funding
was available for approximately a billion rand. This relates directly to fulfilling the justified

expectations of society, thereby enhancing performance and expectations of the department.
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2.4.3 Judicial Institutions

Chapter 8 of the Constitution of the Republic of South Africa Act of 1996, according to
Cloete (2013:27), provides for courts and administrative justice. The judicial institutions of

SA can be classified into the following:

e The Constitutional Court;

The Supreme Court of Appeal;

The High Courts;

The Magistrate Court; and

The Small Claims Courts.

From the aforegoing discussion, the primary responsibility of the judicial authority is to pass
judgement in all cases before the courts as listed above. The Constitutional Court, through
section 166(a) of the Constitution of 1996, and the Supreme Court of Appeal through section
166(b) of the Constitution of 1996, have been established for this purpose, as pointed out by
Du Toit et al. (2002:74).

By analysing the above discussion, it is observed that the public administration landscape has
evolved through the decades from a bureaucratic system followed by managerial ideals, and
finally resulting in “contractualism”, where the citizen is able to participate in governing
decisions. Such participation by the citizen or the client was enabled through constitutional
and legislative frameworks to ensure that the citizen obtained “effective, efficient and

economical” provisioning from government leading to enhanced service delivery.
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Figure 2.1: Service Delivery Mechanisms
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The above illustration encapsulates how service delivery can be achieved in the public sector

environment through different approaches such as public administration legislative

frameworks, the public administrative system, the effective use of public resources and

through risk management processes.

Therefore, legislative, governmental and administrative institutions and functionaries must

ensure that their performance meets the real needs and justifiable expectations of the people.

The mechanisms for enhanced service delivery as illustrated above, must ensure that all

citizens are able to enjoy and exercise their fundamental rights and freedom founded on the

specific values declared in the Constitution, as maintained by Cloete, (2013:121).
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2.5 PUBLIC SECTOR SERVICE DELIVERY

The Constitution of 1996 stipulates that the public administration should adhere to a number

of principles:

o High standards of professional ethics be promoted and maintained [performance

effectiveness];

e Services be provided impartially, fairly, equitably and without bias [service

standards];
e Peoples' needs be responded to [the customer comes first];

o The public be encouraged to participate in policy-making [stakeholder involvement

and consultation]; and
o To be accountable, transparent and development-oriented [service commitment].

Based on the above values, the Bill of Rights in the Constitution of 1996 gives citizens
certain rights to take action against the state if they believe their Constitutional rights have
been infringed, and to have access to information held by the state which they need in order

to be able to do so.

The White Paper for the Transformation of the Public Service calls on national and Provincial
departments to make service delivery a priority. It provides a framework to enable national
and Provincial departments to develop departmental service delivery strategies. These
strategies will need to promote continuous improvements in the quantity, quality and equity
of service provision. It further specifies that to ensure that service delivery is constantly
improved, national and Provincial departments will be required to outline their specific short,
medium and long-term goals for service provision. They would also be required to provide
annual and five-yearly targets for the delivery of specific services, and to report to their

respective national and Provincial legislatures on their achievements.

Improving the delivery of public services means redressing the imbalances of the past and,
while maintaining continuity of service to all levels of society, focusing on meeting the needs
of the 40% of South Africans who are living below the poverty line and those, such as the
disabled, and black women living in rural areas, who have previously been disadvantaged in
terms of service delivery. The introduction of a service delivery improvement programme

cannot be achieved in isolation from other fundamental management changes within the
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public service. It must be part of a fundamental shift of culture whereby public servants see
themselves first and foremost as servants of the citizens of South Africa, and where the
Public Service is managed with service to the public as its primary goal. The White Paper on
Transforming Public Service Delivery therefore, seeks to introduce a fresh approach to
service delivery: an approach which puts pressure on systems, procedures, attitudes and
behaviour within the Public Service and reorients them in the customer's favour, an approach

which puts people first, www.dpsa.gov.za

Service delivery is a critical and necessary responsibility of government and the institutions
of government. Public administration and management thereof, is the vehicle to ensure that
these services are delivered to the citizens of the country through a planned and systematic

approach. This takes place through the enablement of the particular institution of government.

The process of service delivery originates when there is a need or expectation by the public
for the provision of a service by government, which constitutes the input of service delivery.
This provides the reason for the existence of government at national, Provincial and local
level. The public administrative process provides for policy-making, availability of funds,
staff and work process through the creation of structures in a controlled environment. This
process leads to the creation of policies which are aimed at providing a solution which results
from an expectation from the public. This policy is then implemented through an
administrative management process of planning, leading, organizing, co-ordination and
control, resulting in a service being delivered to improve the general welfare of citizens being

governed.

Emanating from the above service delivery obligations, it is imperative that government
institutions need organizational structure and suitably qualified staff to deliver on these
services that requires the interventions of the three spheres of government. The first sphere is
the national government for the whole country, then the nine Provincial governments for the
delivery of certain services to their communities, and local government who are responsible
for services to their local communities. National government provides services like
education, health, protection and defence. The Provincial government provides functions like
veterinary, ambulance and library services. The provision of water, electricity and waste
removal are the responsibility of local government. These services, as delivered by the three

spheres of government, are critically dependent on the interactions between public
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administration functions and the management thereof, Du Toit et al. (2002:80-91). The

illustration that follows reflects the components of the 3 spheres of government.

Table 2.2: The Three Spheres of Government

SPHERE ASSEMBLY DECISION- ORGANIZATION

MAKING

President and Directors General
Cabinet and departments

National Parliament

Provincial Legislature Premier and Heads of
Executive Council Department and staff

Local Council Mayor and Mayoral  Municipal Manager,
Committee HoDs and staff

Adapted from: http://www.etu.org.za/toolbox/docs/govern/spheres.html

Public service delivery is influenced by the environment in which it occurs through decisions
and actions that are taken. South African is challenged by poverty, unemployment and
inequality. Based on this, government must take action and implement programs to address
these challenges, for example through the implementation of the New Development Plan
[NDP]. This is undertaken by government to create an environment in which the citizens of
the country can prosper. The NDP is driven through different government institutions like the
Departments of Trade and Industry, Economic Development and Finance. As a result,
services are delivered through government programs and its institutions. Therefore, the
effectiveness of service delivery programs is influenced by the environment in which it
occurs, where public servants play an intermediate role between the service provider [the
state] and the public who are expecting the service. This necessitates that government creates
a favourable environment for quality service delivery as an expectation of the citizens it

serves, as outlined by Du Toit ez al. (2002:92-102).

According to the Constitution of 1996, section 195 states that the public administration
system must be governed by democratic values and principles through the promotion of a
high standard of professional ethics and efficient, economic and effective use of resources.

To give effect to these provisions in the constitution, the generation of the White Paper on
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Transforming Public Service Delivery is an example of government’s commitment to
acknowledging good government by requiring officials to consider their clients as a first

priority, as cited by Cloette and Thornhill, (2012:5-10).

2.6 THE ‘GENESIS’ OF THE TVET COLLEGE

After 1994, Technical Colleges and later Further Education and Training [FET] Colleges, the
predecessor of Technical and Vocational Education and Training [TVET] Colleges were
assigned as Provincial competencies and were administered by Provincial Education
Departments. In 2009, the President in his State of the Nation Address declared that the FET
sector with 50 Colleges and 250 campuses nationally, will be the primary site for skills
development training. In the same year he issued a proclamation which gave rise to the
establishment of a Department of Basic Education and a Department of Higher Education and
Training [DHET]. It was decided that TVET College education should form part of a single
co-ordinated post-school education system which supports expanded access, improve quality
and an increased diversity of provisioning. The administration of this function would be
implemented by the Department of Higher Education and Training, (TVET College Times,
2015:30).

This transfer of FET Colleges and the functions under the FET Act 16 of 2006 from the
Department of Education to DHET was brought about by Proclamation No. 44 of 1 July,
2009. These Colleges were identified as key institutions to broaden post-school educational
and training opportunities. They must also provide opportunities for school leavers including
matriculants, who are unable to access higher education institutions, (Address by DHET

Minister to South African College Principles Organisation, 17 August, 2009:2).

2.7 TVET COLLEGES TRANSFER TO DHET

The transfer and control of TVET Colleges to DHET took place on 1 April, 2015. According
to the Minister of Higher Education and Training, Dr. B. Nzimande, technical and vocational
education has been largely marginalised stemming from the apartheid era. These institutions
of learning had a rather poor public image and many students entered the College system of

learning, as they could not enter university or universities of technology, for that matter.
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Colleges were not the preferred sources of post-school education; it was therefore perceived
as an inferior institution of learning. The minister further comments that this was a “big
problem” for the country as the vocational programs offered by Colleges were needed to
expand the economy. As a result, corrective actions had to be undertaken to ensure that

students entered useful educational institutions, (TVET College Times, 2015:2).

TVET Colleges therefore, had be integrated into a coherent post-school system of education
where aspects such as College qualifications, among others, needed to be recognised by
higher education institutions in order to facilitate articulation or transition between the
different education institutions, that is, to articulate from College to university. Skills funding
for programmes in TVET Colleges had to be resourced by Sector Education and Training
Authorities [SETAs] and the National Skills Fund [NSF]. SETAs have been mandated to
broker links between Colleges and employers so that students obtain relevant experiential

training, (TVET College Times, 2015:2).

The minister also reflected that enrolments at universities were four times more than that in
further education Colleges, whereas it should be the other way around. There was little
funding being directed to Colleges, which also affected student enrolments. Industry had
become very vocal about the lack of industry-related training programmes in Colleges. This
resulted in industry disinvesting in the College sector, the quality of programs suffered, and
throughput and pass rates declined excessively. This resulted in unemployment rising
severely in the country and industry complaining about the lack of skills development.
Drastic measures had to be undertaken to turn the desperate situation around, which resulted
in the Department of Higher Education and Training taking control of further education and
training Colleges and transforming them into Technical and Vocational Education and

Training Colleges, (FET College Times, 2014:3).

2.8 TVET COLLEGE GOVERNANCE

According to chapter 3 of the FET Act 16 of 2006 as amended, all public TVET Colleges
need to establish a College council which will be responsible for the governance function of
the College. Section 10 of the act further stipulates that the College council is responsible for
the development of the College strategic plan, taking into consideration the College mission

and vision with relevant stakeholders. Members of council need to have a broad
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understanding of further education and development. According to section 10 (6) of the act,
such members need to have relevant financial, human resources and legal expertise in order
to give direction to the College. The College council may create other committees to assist it
in its strategic mandate. Council members come from a broad spectrum of society, the private

sector as well as from non-governmental organisations.

The appointment of council members is fundamental in the building of TVET Colleges which
serve in the skilling of the nation. Councils provide direction as well as playing an oversight
role, as they need to ensure that the transformation agenda of government is being fulfilled.
Their role is to bring about stability in Colleges that was previously lacking, explore new
ideas and innovation, as well as build partnerships between Colleges and various stakeholders
in order to capacitate the College. Councils through the College will contribute to a much
more equitable society while tackling social and economic inequalities. This will be through
access to the provisioning of quality and relevant education and training via the development
of capable institutions. Central to this outcome is the role of College councils in their
governance function. As a result, council members need to develop an insightful
understanding of the nature of the College system in order to undertake strategic decisions.
Councils need to be effective, efficient, dedicated and motivated to serve the College in
realizing the goals of the TVET College sector in order to transform the country socially as

well as economically, (FET College Times, 2014:2).

2.9 PLANNING FOR SUCCESS IN TVET COLLEGES

According to the White Paper for Post-School Education and Training (2013), TVET
Colleges play a pivotal role in developing a knowledgeable and skilled citizenry that will
effectively contribute to social and economic development of the country. These institutions
are the backbone of technical vocational education and training which will address the skills
deficit as well as advance economic growth. Young individuals can choose a vocational
pathway to change careers or upgrade their skills, as TVET Colleges will become institutions

of choice for producing mid-level skills.

In order to realize the societal and economic goals of the country, the TVET College strategy

must align itself to 5 of the 8 DHET s key strategic goals:
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e Increase the number of skilled youth by expanding access to education and training
for the youth;

e Ensure that capacity is built for post-school education and training institutions for
effective facilitation and provisioning of learning;

e Increase the number of students entering the labour market once their training is
complete;

e Develop a College curriculum that is responsive to the demands of the marketplace
and is able to adapt quickly to the changing skills needs with an emphasis on artisan
training; and

e Improve the quality of teaching and learning provision, (White Paper for Post-School
Education and Training).

These 5 strategic goals of the DHET must be encapsulated in the TVET Colleges’ five year
Strategic Plan and Annual Performance Plan [APP], with targets being measured according to
the plan. Therefore, TVET Colleges should undertake two types of planning processes:
strategic and operational planning. Strategic planning requires decisions pertaining to the
College’s vision, mission, environment and institutional strengths and weaknesses.
Operational planning requires various functions of the College like human resources, finance
and administration; to make decisions as to what role they will play in helping to fulfil the

College’s mission and goal attainment, (DHET TVET Strategic Planning, 2014).

The 5 year strategic plan sets out the College’s policy priorities, programmes and project
plans while looking at the resources required to undertake goal attainment is approved by the
College council. This strategic plan must support Provincial and regional growth plans such
as the Integrated Development Plans [IDP] of municipalities. Government’s Medium Term
Strategic Framework, Ministers Performance Agreements and Service Delivery Agreements
provide a basis as inputs for College strategic plans. After the strategic plan has been
endorsed by the College council, it is sent to the DHET Minister for approval where it is
analysed for alignment to national goals and outcomes as per the Minister’s Performance

Agreements.

The Annual Performance Plan [APP] contains College programmes and projects for the
upcoming year and the 3 year Medium Term Expenditure Framework as required, to
implement the 5 year Strategic Plan. APPs contain performance indicators, targets and

resources required to achieve the objectives of the Strategic Plan [SP]. The APP is also
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submitted to the College council for approval, after which it is sent to the DHET minister for
endorsement. Performance tracking of APPs is conducted on a quarterly basis through a
quarterly report and concluded with an annual performance report. APPs are used to develop
the annual budget for the College which reflects funded service delivery targets. Monthly
financial reports provide the basis for implementation and monitoring of the budget which

concludes with the year-end report on the annual financial statements.

Strategic, Operational and Annual Performance planning are inter-related and are processes
for decision-making regarding the direction of the College. These are mechanisms for
council, management and staff regarding what should be done, how it is done, when is it to be
done, who will do it, what will it cost and to know when it is successfully completed. This is
undertaken to ensure that the limited resources provided for the delivery of technical
education and training are realized as a maximum return on investment made by government,

(DHET TVET Strategic Planning, 2014).

On 17" August, 2009 the DHET Minister in the address to the South African College
Principles Organisation [SACPO], stated that government was committed to the FET sector
in order to realize their mission, but these institutions must ensure that training and skills
development initiatives respond to requirements of the economy, rural development
challenges and social integration. As a result, funds amounting to R1.9b were made available

to all FET Colleges (Address by DHET Minister to SACPO, 17 August, 2009:2).

The funds for recapitalization of FET Colleges were to upgrade infra-structure, develop
human resource capacity and information technology systems, as well as improve equipment
and resources for teaching and learning, (State of the Nation Address, 2009:15). This
allocation of funding for further education and training Colleges affirmed government’s
commitment to this sector. It demonstrated the importance of these institutions in terms of
addressing government’s triple challenge, that being unemployment, poverty and inequity.
Therefore, it is incumbent for the public service to put people first in the provision of services
that is effective and efficient in all government departments, (State of the Nation Address,

2009:14).
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2.10 TVET COLLEGE STRATEGIES FOR EFFECTIVE PERFORMANCE

In order to meet and exceed the expectations of the citizens of the country, public managers
need to prepare themselves to realise their official and social responsibilities. Their

performance can be enhanced by implementing the following:
2.10.1 Management training and development

Based on the complexity, extent and changing nature of public issues and constant challenges
facing public managers, managers need to undergo relevant training and development to
remain well-informed. Such training will overcome low productivity, ineffective methods and
procedures, and ignorance about new techniques and systems. In order to be progressive,

College managers have embarked on executive leadership training.
2.10.2 Strategic thinking

Strategic thinking becomes very important during the preparation of the annual budget and
strategic planning cycle. By thinking strategically, managers can accomplish a planning
process making community participation possible, as the outcomes of College activities are to
serve the communities in which the College finds itself. The community is a key stakeholder
and is part of the constituency of the College Council. Collecting relevant information to
develop strategic proposals is critical in the development of strategic targets where
management sources information from previous strategic plans, College work-plans, College
objectives schedules, audit report finding, as well as engaging the opinions of students, staff
and the community. Strategy development considers the identification of political obstacles
and how to overcome them; the change of political leaders and their influences as political
actors can influence the agenda of the College through political appointments or
representations on the College Council. It is critical that there is an evaluation of the existing
strategic plan for applicability and relevance, to inform the development of the new strategic

plan.

According to the Deputy Director: Academic Services, Elangeni TVET College implements
strategic planning processes where all managers need to submit their department’s strategic
plans after consultation with their staff. The plans must ensure that the macro plans of DHET

provide strategic direction.

50



2.10.3 Visionary and transforming leadership

To be recognised and accepted as legitimate, it is necessary for public managers to have a
clear vision which leads to transformation in the institution. Such a vision should be known to

everyone and pursued jointly.
2.10.4 Marketing

Marketing as a public management activity is often undervalued; consumers of the public
sector must therefore, be informed of the variety of services and products produced by public
institutions. The public manager must identify opportunities and threats in the market
environment. The College undertakes various customer satisfaction surveys in order to

establish how effective it is in providing services to clients.
2.10.5 Public Relations

Positive relations must be developed between colleagues, various departments and with the
public. This aids in addressing public challenges. It is government’s democratic obligation to
communicate with its subjects [the public] on government initiatives, policies and services
and/or products. For example, the public has a right to know how taxes are being used, (Van
der Walt and DuToit, 1997: 404). A case in point concerning the College is that the
Marketing Manager has often been on radio dispelling allegations levelled against the

College.
2.10.6 Service Charter

According to Lawton and Rose (1994:169), the Charter can be seen as an umbrella for many
of the reforms of the public services which government wishes to implement dealing with

efficiency, the implementation of executive agencies and market testing in the civil service.

Elangeni TVET College implemented a Service Delivery Charter in 2009 to ensure that their
clients, both internal and external, obtained the best service possible from the College. The
College service delivery charter commences with the College mandate which obligates the
College to service standards. The College vision is outlined supported by its mission and
values: the ethical elements of the College. All College stakeholders are made aware of the
College’s purpose through its strategic objectives, supported through an undertaking
statement from the College Council. The service delivery charter informs stakeholders about

the services offered in the College by committing to service standards and Batho Pele
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Principles. Procedures have been outlined as to how the College deals with complaints by
providing contact details for the management to assist any stakeholders who are unhappy

about services rendered by the College.
2.10.7 Quality Management Systems

There is a “quality philosophy” in the private and public sector. The common term that has
been coined to describe this is Quality Management, submits Robbins and DeCenzo,
(2005:75). Quality Management is a system in operations management that enables ways to
improve production or service effectiveness to ensure that the client receives the best possible
standards of service. It allows for continuous improvement and accountability. Elangeni
TVET College as a public sector organisation has an ISO 9001 quality management system
that is accredited by the South African Bureau of Standards. According to the Deputy Rector:
Academic Services, “the Quality Management System has improved the College’s operations
tremendously. It has given credibility in the way things are done ensuring that all

stakeholders are satisfied with our services”.

According to Lawton and Rose (1994:212), there are key phrases being used in public sector

organisations:

e A learning organisation — College staff need to keep abreast with the latest technology

especially if they are lecturing engineering and skills disciplines;

e An adaptable organisation — this concept is portrayed by the College adapting to
demands in the educational landscape such as changing legislation, for example the
Continuing Education and Training Act of 2006, where control of Colleges shifted

from a Provincial to national imperative;

e A responsive organization — the College responds to the demands of business and
industry needs by providing specific training programs to enhance their development;

and

e An innovative organisation — the management has devised mechanisms by developing
a College sustainability plan where innovative methods have been developed to

sustain the College through business linkages and partnerships.
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The above discussions provide evidence that the College is continuously developing to ensure
that enhanced services are delivered to its clients and has implemented a risk management

strategy to evolve towards corporate ideals and functionalities.

2.11 CREATING PUBLIC VALUE

According to Shafritz and Hyde (2012:470), the objective [of work] in the public service is to
create public value. Apart from finances, the public manager uses other resources, as well as
authority to compel individuals to contribute to the achievement of set public objectives.
Producing the desired results is not enough; public managers must show that the results

obtained are worth the cost of consumption.

As long as there is an increase in the net social interest in support of a public policy, that
policy must be an impartial policy. Public value is instilled through democratic practices
where in a political system the interests of the people at large prevail, (Denhardt and
Denhardt, 2009:3). Adherence to bureaucracy does not allow for a flexible, innovative and
responsive public service that is able to adapt to a turbulent and changing environment,
(Lawton and Rose, 1994:39). These can be stumbling blocks in the process of adding value to
the needs of the public. The implementation of a Citizens’ Charter in the public service is an
innovative way to ensure the services are delivered to the public effectively, based on the
following principles: setting of standards, information and openness, choice and consultation,
courtesy and helpfulness, putting things right and value-for-money, (Lawton and Rose,

1994:169).

According to Loynes (2016:4), TVET Colleges are the country’s primary source for the
training and development of artisans and are key institutions to realize the objectives of the

country’s Human Resource Development strategy.

This view is supported by Mpondomse (2016:4), who says that “The TVET system holds the
key to unlock the human resource development challenge, and by extension unemployment,
which will ultimately contribute to the broader objective of socio-economic transformation
and a more equal society.” Mpondomse also stressed the challenges in the TVET sector,
identified by poor delivery of teaching and poor management and administration of

institutions.
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In terms of openness and access to information, Section 72 of the South African Constitution
allows for public access to and involvement in the National Council of Provinces. The
National Assembly must also facilitate public involvement in the National Assembly,
(Cloete, and 2013:72). The value of the citizen must not be under-estimated as government
needs to respond to the needs of society and must encourage public participation in the

policy-making process, (Burns, 1999:68).

2.12 CONCLUSION

The public must be able to express their views about their dissatisfaction when it pertains to
services provided to society. A case in consideration is the “#FeesMustFall” campaign, in
2015 and 2016, where students have shown their dissatisfaction about the cost of education
and how it impacts their lives. It is a representation of democracy that is vibrant. Central
aspects of democracy are individualism, equality and liberty. The citizen must not be viewed
as a source of tension. Instead, the public manager must be transparent with the public to
engage it in meaningful ways, where the public can challenge institutional policies. It is
therefore, incumbent on the public manager and in this case, the College rector, to understand
the expectations of College stakeholders to ensure public value through the delivery of

effective and efficient services.

This chapter provided a discussion on the public administration landscape, and the need for
the support of effective performance. Risk management was theorised within the paradigm of
public administration. It then focussed on service delivery dynamics in the public sector. The
researcher illustrated how the TVET College was located within the public service. Teaching
and learning is a core function of the College and a description was provided as to how
planning for success in a TVET College was undertaken. Finally, a discussion followed on
College strategies for effective performance to create College value for teaching and learning.
This chapter is followed by Chapter 3, which illustrates the evolution of risk management
from the concepts of leadership and strategy, culminating in a case for risk management in

the College.
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CHAPTER THREE

ORIGINS OF RISK MANAGEMENT: LEADERSHIP AND STRATEGY

3.1 INTRODUCTION

The charismatic leader leads, while the followers just follow wherever the leader takes them.
Nelson Mandela was an ideal example of a charismatic leader. The public manager must
employ whatever resources such as personal interaction, personal qualities and personal
political actions to achieve the desired results. Based on the democratization of the public
sector, the leader using a “position” to lead has to work in harmony with others in realizing

common goals of the organisation.

Hughes, (2012:238) mentions that the leader uses technical abilities and skills to influence
subordinates as opposed to formal authority which is not in relation to the modern,
participative organisational culture. A manager must achieve results and must focus on
“delivery of results, understand the environment, being open to suggestions, think
strategically, build new patterns and approaches whilst communicating the vision of change.”
These attributes of leadership, argues the author, is a combination of both personal and
positional attributes of the leader as the aspect of personality is brought into the leadership

process.

According to Meyer (2012:113), worthy strategies fail as a result of the leadership of an
organisation remaining passive with the notion that the strategy will be operationalized. What
are the traits that differentiate a successful leader from those who are unsuccessful? The
answer lies in their behaviour or actions as to how they delegate, communicate and motivate
the staff. Leadership behaviour is task-orientated or employee-oriented. In task-oriented
leadership, the leader supervises and controls functions to ensure that the work is done by
sub-ordinates. The sub-ordinate is the instrument to get the task done. In employee- oriented
leadership. The leader applies less control and more participation and motivation of the
employee — the focus is on the people and their needs, highlighted by (Smit and Cronje,
1997:290).

In some cases, leadership behaviour originates through the values of the organisation. It is
part of the material worth of the organisation. Leadership values, behaviours and

competencies provide stability during times of change; yet at the same time must be generic
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enough to encourage individuality giving rise to organisational renewal, (Meyer, 2012:167).
“Heroic leadership is no longer the ‘panacea’ that an organisation seeks.” Instead “dispersed
leadership” or leadership at all echelons of the organisation is seen as more suitable as a
means of bringing about the desired transformation. This is based on leaders being dedicated
about goals for continuous development. Such a transition for change requires careful
planning and execution with visibility and presence. Dispersed leadership brings about

empowerment of individuals in the process of change, as explained by Marshall, (2007:1).

Robbins and De Cenzo (2005:375), however, differ, stating that leadership style is always
effective regardless of the condition not always being true. They argue that individuals, the
type of job and other organisational variables can act as alternatives for leadership, thereby
nullifying the leader’s ability to impact on the followers. Organisational policies, procedures,
rules and formal goals can substitute leadership. Leadership, however; is another variable in
achieving organisational success. The challenge though, is combining or creating an effective
balance between strong management and strong leadership. Management is about dealing
with complexity, whilst leadership is about coping with organisational change. New
leadership ideals have shed the focus on power and placed it instead on achievement. For
organisations to advance and survive in a changing landscape, leadership is seen as the
fundamental ingredient towards effective goal achievement, as outlined by Grobler, Warnich,

Carrel, Elbert and Hatfield, (2004:644).

Leadership directly influences the performance of any organisation, more so in the public
service where service delivery is critical. In the corporate sector, the success or downfall of
the business organisation is linked directly to the leader. According to Smit and Cronje
(1997:284), the success of organisations is not attributed to these individuals’ ability as

managers, but rather in their ability as leaders.

Cloete (2013:121) contends that the legislative, governmental and administrative institutions
and functionaries must ensure that their performance meets the real needs and justifiable
expectations of the people, as they will be open to inspection and are accountable. The
Constitution of the Republic of South Africa 1996 was passed to make South Africa a
sovereign and democratic country in which all citizens are able to enjoy and exercise their
fundamental rights and freedom founded on the specific values declared in the final
Constitution of 1996. According to Sorge (2002:396), the leadership role is a central aspect of

the formulation of organisational policy and strategy. This links leadership to the top layer of
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organisational decision-making processes regarding policy deployment, strategy setting and

implementation.

3.2 STRATEGIC MANAGEMENT IN THE PUBLIC SECTOR

It is emphasized by Fox, Schwella and Wissink (1997:220) that strategic management as a
management tool has beneficial possibilities if applied in the public sector. However, its
application within the context of a modern organization must be considered. According to
Pearce and Robinson (2003:3), strategic management is defined as “set decisions and actions
that result in the formulation and implementation of plans to achieve a company’s
objectives.” This is in agreement with Fox et al. (1997:222), who refer to Wheelen and
Hunger (1987:6), that strategic management is “a set of managerial decisions and actions that
determines the long-run performance of a corporation”, which includes formulation,
implementation and evaluation and control of strategy. Grobler, Warnich, Carrel, Elbert and
Hatfield (2004:9) refer to business strategy as management’s “game plan.” Without this, there
is no road-map and action plan to follow in order to achieve the desired results. Grobler ef al.
(2004:117) refer to the South African Business Excellence Award and Prizes quality
management system where it is pointed out that policy and strategy is an enabler to business

results.

When viewing strategic management in the public sector and in order to understand the
concept, one needs to look at the distinctiveness of the public sector context. This is based on
differences that exist between private sector organizations and the public sector environment.
The public sector functions in an environment where there is a less significant degree of
market exposure and a dependence on authoritative entities, when compared to the private
sector organization. The public organization operates within a context of formal operations
and constraint by judicial and legal processes. This sector is influenced by political dynamics
from various groups, as well as the external environment, which influences internal decision-
making. Public organizations are exposed to more scrutiny from the public where there are
greater expectations from the public as opposed to private sector organizations. The mission
and objectives in a public organization are driven by a governing authority as compared to
the private organization, which are inspired by entrepreneurial requirements, as outlined by

Fox et al. (1997:231).
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Decision-making in the public sector is a political process and is based largely on public
policies. Such decision-makers are public representatives and elected office bearers who are
appointed based on political motives. In a democratic system, these representatives may have
conflicting views of the mission, objectives and functioning of the public organization, which
may affect its strategic developmental process. However; policy and legal guidelines of the
controlling authority guides decision-making, as this could have severe repercussions in the
effective execution of strategic management in the public sector. Strategic management in the
public sector is exposed to “discontinuity” which arises through uncertain agendas,
unmanageable coalitions and the short tenure of political representatives. Based on the
uncertain nature of the public sector, it is imperative that for its successful implementation,
the “strategic management process has to be adapted” in the public sector context, as pointed

out by Fox et al. (1997:233).

3.2.1 The Strategic Management Process

It the strategic management process, organizations must be cognizant of external
opportunities, exploit internal strengths and mitigate the influence of internal weaknesses and
external threats. Fox er al. (1997:223) state that the strategic management process in the

public sector comprises the following distinctive stages:

e Strategy formulation;
e Strategy implementation; and
e Strategy evaluation.
A discussion of these significant stages in the strategic management process is provided next

within the context of the research study.

3.2.2 Strategy Formulation

Pearce and Robinson (2003:21) define strategy formulation as a process that guides managers
in defining the type of business in which their organization is engaged, the outcome it seeks
and the means it will use to accomplish those outcomes. This phase consists of the

formulation of the “mission statement, environmental analysis regarding threats and
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opportunities, organizational assessments in terms of strengths and weaknesses and strategic

analysis and choice.”

The mission statement describes the values and priorities of what the organization aims to
achieve in the future. The mission is the starting point of how the organization will deal with
“innovation, quality, customer service, employee satisfaction and acting socially
responsible”, as emphasized by Fox et al. (1997:224). The nature of strategy formulation is
politically-driven, which necessitates the inclusion of governmental decision-makers in the

process of generating the mission statement.

3.2.3 Strategy Implementation

Within strategy implementation, actors in the public organization are aware of the policies set
by the relevant authority bodies and as such, become part of an operational process. This
process is rarely affected by contextual public organization influences as compared to the
other phases as this phase deals with pre-determined strategies which need implementation.
Strategic implementation takes place through the execution of action plans which specifics
procedures and actions that will be executed in each functional activity. Pearce and Robinson

(2003:14) advise that action plans contain the following elements:

e An identification of a specific action to be undertaken in the short-term;

e Clear timeframes for completion;

e The identification of who will be responsible for each action undertaken; and

e Outcomes that each action should generate.
From the afore-going discussion, this process takes an organizational focus where the work of
the organization to be executed has to be implemented effectively and efficiently in order to

make the strategy work.

According to Pearce and Robinson (2003:275), there are three mechanisms that can be used

by managers to implement strategy:

e Structure - the fundamental way the establishment organizes its functions;
e Leadership — incorporating the necessity to establish a direction, embracing change

and creating a team to accomplish the strategy; and
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e Culture — the collective values that will create norms of the individual and set the tone

of the organization.
While the above elements are internal to the organization, managers must still consider
external influences such as competitors, customers or clients, partners, suppliers and the

effects of global trends in the process of strategy implementation.

3.2.4 Strategy Evaluation

Strategy evaluation is the determination of what is to be measured through a framework of a
standard of performance in line with public sector needs. This is undertaken through the
development of operational indicators to measure performance of the public sector strategies.
Actual performance is measured or compared to a set standard. For the public sector, it is
imperative that the rights and needs of external stakeholders are considered and involved in
the evaluation process. Political actors have a role and can influence decision-making in the
evaluation process such as the determination of relevant performance standards. However;
public organizations must be under control of their relevant publics. Public accountability and
responsibility compels that evaluation takes public interest into account. Such actions must be
tested by public scrutiny, judicial oversight and legislative obligations. The evaluation
process must also take into consideration the political consequences as competing political

role-players will view decisions differently, as highlighted by Fox et al. (1997:236).

Visser and Erasmus (2002:62) make reference to the fact that the government has to achieve
certain economic and social objectives for the country and is aided through the Constitution
to adopt legislation which would enable objectives realization. Chapter 5 of the Treasury
Regulations requires that the accounting officer develop a strategic plan for the institution
which provides a comprehensive framework for the achievement of long term government

objectives. According to Visser and Erasmus (2002:65), the strategic plan must be a basis for:

o “Planning outputs the institution needs to accomplish in achieving programme
objectives as acknowledged by the executive authority;

e Multi-year projections of revenue and expenditure which the Finance Minister and
MEC:s are required to table annually in the National Assembly;

e Annual reports of the accounting officer as required by the Act;
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e Performance standards in the employment contract between the accounting officer
and the executive authority; and
o The effective, efficient and economical use of the resources of the institution in
carrying out his or her responsibilities.”
It can be said that as a result, the public sector cannot be managed without planning and must
consider the extent to which government provides services and the effect of its spending on
society and the economy. The strategic plan must oblige Public Service Regulations and have
the approval of the executive authority for the institution. This long-term plan must take into
consideration the existing environmental circumstances of the country, economic growth
patterns, availability of capital, unemployment rates and the obtainability of resources which
will fast-track economic development, social growth and greater provision of services to
communities. For this reason, Visser and Erasmus (2002:66) recommend that strategic plans

have specific design criteria and must identify the following:

e The nature of the core business as undertaken by the institution;
e Desired objectives and outcomes of the institution based on legislative and
constitutional mandates;
e Strategies and key outputs for the planned delivery of the proposed objectives;
e Key measures, milestones, service delivery intentions and key indicators relating to
how the desired outcomes are to be assessed;
e Resources, investment capital, skills development, systems and funding requirements
for the delivery of the objectives;
e Internal functions performed by the organization and those that will be outsourced;
e Indication of key risk factors, both internal and external, of the organization that
would affect achievement of strategic outcomes; and
e Other factors relevant to the realization of the objectives as approved by the
institutional authority.
With reference to the suggestions by Visser and Erasmus, it is discernible that the College
needs to identify internal and external risks as part of its strategic planning requirements. The

illustration that follows represents the ‘Genesis’ of risk management.
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Figure 3.1: Risk Management ‘Genesis’

Source: Author’s Perspective

The illustration above reflects that strategic management processes emanate from strategic
leadership. It is further observed that the function of strategic management provides the
impetus for risk management. Ndlela (2007:1) refers to Deloitte and Touche (2005) who in
turn refer to organizations which are increasingly reflecting how risk management is
integrated into their strategic planning process, organizational structure and how they inter-
act with other activities like audits and quality management. Based on this deduction
concerning public sector leadership and strategic management, the TVET College through its
strategic leadership processes has to obligate itself by implementing a risk management

strategy.
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3.3 A CASE FOR RISK MANAGEMENT

Over the preceding years and as the international financial crisis unfolded, risk management
came under scrutiny, not because it had failed organizations but because of its “absence from
strategic and other decisions.” It is emphasized that “good risk management is fundamental to
good business management.” It is about prospects and threats and necessitates flexibility to
adapt to a swiftly fluctuating risk environment: risk management has emerged as a discipline

in its own right, as purported by Blunden and Thirlwell (2010:xii).

It is suggested by Hendrikse and Hefer-Hendrikse (2012:352) that every business within a
context of business or industry in which it operates has its own, unique risks. It is an essential
part of strategic and operational management to identify these risks, develop controls to
minimize or manage them, and monitor and report on these risks through an effective
structure. The management of risks or risk management is at the heart of corporate
governance drawing from corporate governance principles to make the right decision to

eliminate or minimize risk.

Young (2008:2) remarks that risk management is a value-adding function concerned with
consistent awareness and continuous enhancement which “impacts directly or indirectly on
the bottom-line performance.” Over the years, there has been amassed attention on risk
management due to the complexities of organizations due to their products and services; the
advancement of new technologies; increased susceptibility of organizations to operational

failure and losses and the extension of business internationally.

As business risk intensifies, so too does the business impact. An example of this is when a
business outlays financial resources and the translated risk becomes very high based on
potential loss. Sometimes business risk is quantified in “missed opportunities” when
customers access services from other service providers. The greater the potential loss, the
greater the risk which is followed by a higher business loss, thereby resulting in the managing

of risk being critical, as outlined by Carkenord (2009:330).

Business has always been associated with uncertainty, and organizations are beginning to
recognize that the effective management of risk can make a significant contribution to
business improvement. Risk management has evolved from the reactive “tick-box” routine to
the more proactive activity which is part of the strategic management process. Risk

management is that activity when implemented minimizes the impact of adverse events and
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enhances the returns from new opportunities in the maintenance of the organization’s

competitive advantage, CIMA (2002:3).

From the above discussions, there are two concepts that come to light: the first is risk and the
other is risk management. It becomes imperative that these concepts are defined as these are
the core elements of the research which were applied in addressing the effectiveness of the

College’s risk management strategy.

3.3.1 Conceptual perspectives of Risk

According to CIMA (2002:7), risks are opportunities and dangers associated with uncertain
future events. However; if an outcome is certain then there is no risk. Risks are the potential
events that could influence an organization’s achievement of strategic objectives. Robbins
and DeCenzo (2005:124) state that risk is a probability that a particular outcome will result
from a given decision, or it is the assigning of probabilities to outcomes which may arise.
Sawyer and Dittenhofer (1996:402) contend that there are numerous barriers that
management will encounter in the accomplishment of business objectives; these barriers are
referred to as risk. Robbins (2000:70) mentions that risk is a condition where the decision-
maker has the ability to estimate the likelihood of outcomes, while Hendrikse and Hefer-
Hendrikse (2012:352) refer to risk as “threats that undermine an investment asset or an
enterprise.” Robbins and Coulter (2003:162) state that risk is a condition where the decision-

maker estimates the likelihood of outcomes.

Kerzner (2006:709) refers to risk as a measure of the probability and consequence of not
achieving a defined goal. This also involves a notion of uncertainty. The author further
suggests that risk has the elements of probability and impact of the occurring event. Visser
and Erasmus (2002:214) point out that risk is a likelihood that inaccuracies will occur or the
probability that an action or event may critically affect the public institution. Such events
may include unethical conduct, financial loss, reputational loss or legislative non-compliance
that may prevent the realization of business objectives. Valsamakis et al. (2013:32) define
risk as a “deviation from the expected value” implying a presence of uncertainty where the
event produces a loss or uncertainty. Therefore, the concept of risk is a condition that has

elements of probability, loss, inaccuracies, adverse effect or impact and uncertainty as
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reflected in the definitions above. This view is supported by Holton (2006:22) where the

author states that risk is “a proposition of which one is uncertain.”

3.3.2 Theories of Risk Management

The other key concept, risk management, will be expounded based on the interpretations

from various subject matter experts.

Risk management is the act dealing with risk that includes risk planning, risk assessment, risk
handling strategies and risk monitoring. Risk management should be proactive rather than
reactive, which endeavours to lessen the likelihood of an event happening and its impact as
pointed out by Kerzner (2006:712). Risks are potential events that can prevent the
organization from achieving its strategic objectives. A process for understanding such events
and creating plans to mitigate the possible threats or opportunities is referred to as risk
management. This process is becoming part of the business strategy aimed at enhancing

organization-wide performance, as highlighted by CIMA (2002:11).

It is pointed out by Young (2008:25) that risk management aims to identify and establish a
structured approach to the management of risks which envisages achieving a risk
management environment, cultural awareness, roles and responsibilities and a common
understanding of risk in the organization. The risk management process is a “systematic
application of risk policies, procedures and practices through the identification, evaluation,
control, financing and monitoring of risks.” Cunningham and Cordeiro (2009:346) support
Young (2008:25) that a crucial approach of operationalizing risk management is through the
development of concise policies and procedures. Cunningham and Cordeiro (2009) also quote
Shoop and Dunklee (1992), who refer to risk management as a “coordinated, effective
preventative and post-event response...developed through planning, organizing, leading and

monitoring...”

Visser and Erasmus (2002:198) refer to McKinney (1995:180), who defines risk management
as a “comprehensive and systematic approach aimed at identifying, measuring and
controlling an entities exposure to accidental loss, theft, and liability involving human,
financial, and physical and natural resources.” They further refer to the critical components of

risk management, which are a centralized trained unit, policies and a record keeping system.
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The authors reflect that the risk management process includes the identification of risk, the

measurement and evaluation of risk, the control of risk and lastly, risk financing.

The definition of risk management is also cited by Valsamakis et al. (2013:13), who
reference it as “a managerial function aimed at protecting the organization and its people,
assets and profits against the physical and financial consequences of risk. It involves
planning, coordinating and directing the risk-control and risk-financing activities in the
organization.” The process further involves strategic decision-making meeting the
requirements of processes and people, in terms of protecting the people, assets and its profits

through a process of employing competent staff.

Jackson, Sawyers and Jenkins (2009:37) refer to risk management as a “systematic approach
to identifying and managing risks.” Entities need to ensure that they comply with regulations
and the law to ensure that they “avoid damage due to their reputation.” The company needs to
clearly reflect on its risk appetite when identifying and assessing its goals. As a result, the
establishment needs to detect and manage risks throughout the business enterprise, at all
levels, and within each business unit. Jackson et al. (2009:37) say that risk management is a
“difficult task.” The process to identify risks, then measure it in order to attain at an
assessment of its likelihood and potential impact on the organization presents great

challenges in risk management.

Risk management is a “security process” to manage uncertainty by assessing the different
kinds of risks to expect, developing strategies to managing each risk and mitigating the risk
by the use of resources. The aim of risk management is to reduce the various risks as much as
possible in the organization, as emphasized by Addison, Brown, Dafty, Storer and Young
(2008:100). The degree of organizational success or failure is proportional to the extent of
risk management where the organization has the capability to control, manage and minimize
the risk. Therefore, effective management translates to effective risk management which is at
the core of the responsibility of management who take full cognisance of business risk

exposure, as highlighted by Hendrikse and Hefer-Hendrikse (2012:351).

The above definitions of risk and risk management will form the fundamental concepts for
discussions in understanding how the TVET College implements its risk management
strategy. The strategy, according to Aloini, Dulmin and Mininno (2007:549), aims at
reducing risk situations and the treatment of risks after it has originated. It is observed that

the above proponents of risk theory refer to risk management as a systematic function, a
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managerial function, a structured approach of identifying and measuring exposure and a
decision-making function. These strategic concepts provided the basis for analysis of the

extent to which risk is implemented in the College.

3.3.3 Sources of Risk

Jackson et al. (2009:37) remark that risk management must consider the organization’s over-
all risks rather than isolated “silos” of risk. These organization-wide risks must be considered
by the management as it affects the decision-making process and strategic outcomes of the
College. Addison et al. (2008:101) state that there are various sources of risks that may

impact on the business environment, such as:

e External risk;
e Financial risk; and
e Organizational risk.
External risks emanate from outside the organization which cannot be controlled by the

business such as:

e Economic risks — through the impact of interest rates, inflation and exchange rates
such as the rand being affected by international currencies like the dollar and the euro.
The College is not a financial or business institution where economic risks can have
an effect;

e Infrastructural risks — through electrical power supply interruptions, service providers
being unreliable, unreliable business relationships and dependency on outsourced
functions like technology. This source of risk poses a challenge to the College since it
is dependent on continuous electrical supply in the assessment process such as
examinations, where for example, computers are being utilized. Service providers
could pose a risk when they do not supply the correct outsourced items such as
engineering equipment;

e Legal and regulatory risks — brought about through the change in laws as required by
government that could affect rates and property taxes which impacts on operational
planning. This risk does not affect the College directly as the College is a state entity

with increases of rates not impacting negatively on the College;
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e Environmental risks — the demand for the consumption fuel, increased pollution and
effects of climate change having a financial impact on the business. These factors do
not have a direct impact on the College’s functionality;

e Political risks — risks resulting from changes in government, policy and leadership
which impacts on business. Political risk does have a direct impact on the College as
the College is a state organization which is influence by the Provincial and national
actors in the public administration system. An example of this is the change of
legislation such as the Further Education and Training Act of 2006 which has changed
to the Continuing Education and Training Act of 2006, where Colleges have become a
national priority instead of being Provincially controlled;

e Market risks — through the impact of supply of raw materials, competition and
demand for merchandise and services. The College is a state educational institution
and is not affected by these risk factors; and

e ‘Act of God’ — these are uncontrollable risks such as natural disasters like
earthquakes. Businesses need to insure themselves against such disasters to minimize
their impact. As a result of this risk, the College has insurance policies to protect itself
against these risks.

Financial risks are brought about by:

e Budgetary risks — when budgets are prepared it is assumed that the financial resources
will be readily available for operational needs. This is a huge risk for the College
since the College is dependent on state subsidies. The College has experienced
operational challenges when DHET does not issue the subsidies timeously;

e Theft, shrinkage and fraud — such activities results in financial losses which are
difficult to plan for. However, plans need to be place to mitigate such risks through
the development of policies and procedures as developed by the College. The supply
chain management policy is an example of a policy developed to control this risk;

e C(Capital investments — investments made to improve business operations which can
sometimes result in unprincipled decisions which could be costly for the company. As
an educational institution, the College’s core function is education and training and
would not be directly affected by this risk as a financial institution including a bank
would; and

e Liability risks — brought about by legal action against the organization needing

mitigation against costly legal actions. This risk does pose a threat to the College as
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the College can be sued by staff, students or visitors or failing to provide a safe
environment which health and safety legislation dictate. As a result, the College is in
possession of liability insurances.
From the above, it can be concluded that the College is not exposed to economic,
environmental, market and capital investment threats as its core function pertains to

education and training of people.
Organizational risks may result from the following pertinent aspects:

e Project risks — due to ineffective monitoring of project planning and management
where the inability to adhere to deadlines can result penalties such as construction
work being undertaken in the College;

e Operational risks — where risks result from a process or procedure not being followed
accordingly, which could result in the incorrect function be implemented such as
wrongly registering a student in the correct level;

e Health and safety risks — affecting staff through the outbreak of flu, thereby affecting
the teaching and learning process;

e Information — the inadequacy of appropriate information for decision-making which
could affect the success of a business such as reporting on College progress;

e Reputation — a business needs to act swiftly due to reputational risk which can affect
the image of an organization, thereby effecting loss in student enrolments and a
community’s? educational development;

e Technological — businesses today depend on various forms of technology to achieve
its objectives for production processes, financial management and customer service.
Challenges in technology could pose a risk whereby the College server crashing could
be an inability to undertake administrative functions such as emails and
communication with College stakeholders;

e Innovation — companies exploit innovative ways to make rapid profits. Sometimes
these innovations are “gimmicks” which could have a negative impact on the
business. As much as the College needs to be innovative in its operations for
continuous improvement, this does not affect profit margins for the College as it is not
a financial business enterprise; and

e Personnel — due to the organization’s inability to find the suitable staff to undertake

required functions as it may be difficult to find suitable candidates for positions. This
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could affect the operational plans of the business. Suitably qualified staff to lecture
the students is paramount to their success.
From the above discussion regarding organizational risks, it can be observed that these threats
are a challenge for the College as they directly affect its operational ability to function

effectively and efficiently.

It is affirmed by Hendrikse and Hefer-Hendrikse (2012:352) that the above types of risks are
relative to the type of business sector in which the organization operates. Based on the types
of risks being identified, it is an essential part of the business strategy through the risk
management process that controls are developed to minimize the impact of these risks and
that these risks are reported on through monitoring and evaluation processes. Flynn
(1997:284) states that “the nature of the environment in which a company operates” is the

principal source of risk.
3.3.4 Models of Risk Management

As proposed earlier by Jackson ez al. (2009:37), risk management is a systemized approach in
identifying and managing risks. The table below reflects how advocates of risk management

perceive the risk management process:

Table 3.1: Risk Management Models

Hendrikse and Hefer- | Young (2008:330) Valsamakis Rejda

Hendrikse (2012:363) (2013:106) (2011:45)

Establishing the risk | Risk identification; Risk identification; Identification of

context; Risk evaluation | Risk measurement and | exposure;

Risk identification; [assessment and | evaluation; Measure and analyse

Risk assessment and | measurement]; Risk control; and loss exposure;

evaluation; Risk control; Risk financing Combination of

Risk control; Risk financing techniques to treat loss

Risk monitoring Risk monitoring exposure

Risk reporting. [including reporting]. Implement and monitor
the risk program.

Source: Author’s Perspective

By analysing and comparing the above models of risk management, it can be observed that

risk identification, risk measurement and evaluation, risk control and risk monitoring are all
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common phases in most risk management models. However, the model proposed by
Hendrikse and Hefer-Hendrikse (2012:363) contains “Establishing the risk context” as an
extra risk management element. Therefore, this approach or model will be used as a reference
for researching the risk management strategy at Elangeni TVET College. This model, apart
from all the others, takes the risk context or risk environment into consideration before
embarking on identifying risks. This model undertakes a scan of the risk environment which

serves as the foundation for other risk management processes to follow.

3.4 THE RESEARCH RISK MANAGEMENT MODEL

It is imperative that the College considers all components of the risk management process, as
highlighted by Hendrikse and Hefer-Hendrikse in the previous discussion, to effectively
manage its risks by interacting with all mechanisms of its operational sphere. This model is

unpacked below; there-after each risk management process is comprehensively discussed.

e [Establishing the risk context [scanning the risk environment];
e Risk identification;

e Risk assessment and evaluation;

e Risk control;

¢ Risk monitoring; and

e Risk reporting.

3.4.1 Scanning the Risk Environment

Valsamakis et al. (2013:15) state that a fundamental task of the risk manager is to align the
risk management goals and objectives with the mission and values of the organization. This
therefore, requires the risk manager to reflect on the mission of the organization, and take
into consideration all components of the organization with regard to how it interacts with the
risk management activities. Sorge (2002:96) also affirms this by remarking that “in the
strategic decision-making process, environmental scanning is a part of the overall functioning
of the organization.” CIMA (2002:16) points out that the risk profile of the entire
organization must be considered which links to the concept of the risk scanning of the

organization’s environment looking at all components of the organization as a starting point
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in the risk management process. Risk scanning is a way of determining how effectively the
risk culture is embedded within the organization. Jackson et al. (2009:4) affirm that an
organization’s policies, procedures, and organizational structure are a representation of the

control environment which is part of the risk management environment.

Young (2008:46) asks the question: “How should organizations approach the
institutionalization of risk management?”” This question has the implication that the College
needs to conduct some form of reflection as to where it is in the risk management process,
how its management views the managing of risk and lastly, how to embed the risk culture
into the organization for sustainability. This means that the College would conduct a form of
scanning of its operational environment, how it approaches the risk management process and
how it sustains the continuity of the risk culture in the College. An oversight of its effect
could lead to material impairment and losses for the College. As a result, the drivers for
operational risk management need to be known. These drivers in the form of internal,
external and management influences can be observed as the initial point in the realization of

the risk management function. This would in turn develop the risk management strategy.

Internal drivers or influences happen as a result of actions and activities that are implemented
to manage the operations of the organization efficiently. The business strategy is executed to
influence systems, staff and processes which is observed as a driver of operational risk and
must be managed to warrant a viable business. External drivers originate from external
establishments and influences and affect the organization through regulatory obligations,
market events and competition. Management drivers include performance measures,
accountability, risk awareness and monitoring processes to name a few, which influence the
risk management process. The promotion of risk awareness by management could influence
the improvement in how the organization is managed. As a result, management must create
an environment of control and thereafter identify and manage the operational risk.
Management must now decide on their approach in implementing the risk management
strategy which will require a step-by-step methodology in order to gain buy-in from the
organization, as suggested by Young (2008:47). Successful roll-out of the risk management
function requires careful planning by carefully considering all the drivers of operational

which entails reflecting on or scanning the business environment.

Valsamakis et al. (2013:139) state that “it is important to explicitly identify and embed a risk

management culture for the organization” and refer to Haubenstock (2003:257), who defines
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risk management culture as a “set of shared attitudes, values, goals and practices that
characterize how the organization considers risk in its daily activities.” The risk management
culture must ensure that all staff at the various levels of the organization are involved in the
development of risk management processes. It is imperative for staff to understand the
communications procedures regarding risk reporting and decision-making. There needs to be
an ethics code of conduct concerning risk management which must be known to all staff.
Levels of authority should be known to all staff in order to facilitate the risk management

processes.

Risk exposures are recognized and addressed effectively through the involvement of skilled
staff who must receive relevant training on risk management. Valsamakis et al. (2013:140)
mention that the external environment in which the business functions should also be
observed and evaluated to ensure that internal processes meet or exceed business
expectations. The need for policies and procedures is a pre-requisite to ensure that the
organization adheres to regulatory and legal requirements in a business environment that is
continuously evolving. Young (2008:50) also reiterates that role-players in the risk
management process must be identified and trained to ensure that the objectives of the risk

management function are achieved.

In order to entrench the management of risk in the organization, the development of a
structured approach is necessary. This is achieved through the management approving a
formal structure with a clear strategy for the management of risk processes. Management has
to ensure that the correct staffing and budgets are in place for such a structure. Applicable
tools, methodologies and risk models must be identified so that definitive and cost-effective
techniques of reducing or eliminating risk may be applied for proactive risk management
processes. CIMA (2002:17) mentions that a “risk management group” should be created to
facilitate and co-ordinate the risk management process. The function would be to inform,
advise and bring awareness regarding the risk processes; but must be multi-disciplinary in its

formation for effectiveness.

The design of the structure has an influence to the approach of managing risks. Young
(2008:49) suggests the top-down approach and bottom-up approach, which is demonstrated in

the illustration below:

73



Figure 3.2: Risk Management Approaches

Top-down approach

Define operational risk
Define risk categories
Allocateresponsbility Reporting

Obtaining support Eiiminate/minimizerisk

Risk culture Implement controls
Identiiy risk exposures

Understand definition of operational risk

Bottom-upapproach

Source: Young (2008:48)

By referring to the above illustration, the top-down approach is where decision- making takes
place by the board of directors for the risk strategy to be implemented or operationalized
lower down the structure of the organization. This level entails the formulation of operational
risk processes and categories, the assigning of responsibilities, garnering support from the
senior management and lastly, setting the scene for the evolution of a risk management
culture. The bottom-up approach involves staff throughout the organizational spectrum with a
view for them to understand the risk management concept. If a risk occurs, it is important that
it is managed close to the exposure in order to prevent an adverse effect or minimization of
its effects necessitating the involvement of staff at the lowest levels of the organization. Here,
staff are able to identify and categorize the risk exposure within their areas of responsibilities.
This approach ensures that management obtains the most accurate form of information in

order to implement the most precise control measures.

It is of vital importance that College stakeholders embrace the risk management culture in
order to have the same shared values to achieve College objectives. A trained and skilled staff
complement will ensure that there is an understanding of the internal and external drivers of

risk in order identify and control such threats. The College environment must have a structure
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to manage its risk strategy. These components of the risk environment were analysed in the

research process to test the efficacy of the College’s scanning of the risk environment.

3.4.2 Risk Identification Functionality

Risk identification follows scanning of the risk environment which entails relevant College
stakeholders meeting to identify potential threats that may hinder the College from achieving

its strategic mandate from DHET.
3.4.2.1 Perceptions in risk identification

Risk identification according to Young (2008:53), is the initial point of the risk management
process. Valsamakis et al. (2013:107) also concur with the preceding statement by Young
and further state that risk identification is “the most important step in risk the management
process” and is sometimes “neglected” in relevant literature. During the risk identification
process, the risk that an organization is exposed to is determined. CIMA (2002:23) emphasize
that the first stage in the process of developing risk management is risk identification where
key risk exposures are established. The risk identification process must provide a sound
foundation in order to include risks at all levels of the organization. The risk management
process is set in motion by the risk identification process, as risk cannot be managed if it is
not identified first. Therefore, it is regarded as the most important role in risk management

and must be approached in a methodical way.

Management has to realize that as the organization expands and improves so too will its risk
exposure; it is a vital precursor to the management of risk. As a result, risk identification is an
important facet of the risk management process. Risk identification provides a significant
underpinning for the organization to depend on in terms of articulating corporate strategy.
Therefore, it can be seen that there is inter-dependence between risk management and
organizational strategy. Alexander (2003:247) refers to risk identification as a risk map
detailing which of the risks applies to any business, process or organisational unit and to what
degree. Degree refers to severity and the frequency of the risk. Risk identification must also

include the monitoring of the external environment and trends.

According to Young (2008:54), risk identification is a proactive approach to managing

operational risk that an organization would be in a situation to nullify or minimize the
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negative impact of a risk occurrence when it does occur. CIMA (2002:26) mention that the
risk identification process not only detects current existing risks, but also provides an
opportunity for the organization to identify new emerging risks. Once an organization has
determined its risk exposure, its management can implement strategies to transform the
exposure to a positive risk outcome or event. The author emphasizes that risk identification is

approached systematically through:

e Considering the strategic and operational intentions of the organization, the risk
drivers, important success realization factors and threats and opportunities related to
the attainment of these objectives; and

e Evaluating organizational processes with an intent of identifying the important risks
that stem from these processes.

It has been observed by viewing the College strategic plan, that the institution has identified
risks that were associated with each strategic goal. Importantly, this organization considered
its operational processes during its risk identification exercise, as found in the College risk
register. This is in accordance with the recommendations of CIMA as reflected above. This is
also in accordance with Alexander (2003:247), who proposes that risk identification is an
underpinning function in articulating organizational strategy. The College risk register
highlights that the College fulfilled the recommendations by CIMA (2002:23) by identifying

risks at all levels of the College system.
3.4.2.2 Risk identification processes

Risk Identification is an integral consideration; therefore it is important to define the aim and
fundamental objectives of this process. Such objectives cannot be achieved without a risk

identification process, which could comprise one of the following:

o Continuous risk identification process — this is method where risk identification is
considered as an on-going process to facilitate the identification of risk exposure on
the corporate strategy. As conditions change in the business environment, it becomes
imperative that the associated risks be considered and understood as they may
negatively impact on the attainment of the business strategy. This process is part of
the continuous risk management process;

o  Once-off risk identification process — this involves the identification of operational

risk during a process so that the viability of a proposed business pronouncement is
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proactively determined. This can, for example, take place during the design and
development of new products, technology and services.
It has been observed that the College has implemented the “once-off risk identification
process” to identify its risk which was coordinated by an external audit organization. This
process also entailed a brief workshop on risk management before the risk identification
exercise commenced. Once a risk identification process has been determined, it is followed

by the risk identification method.
3.4.2.3 Risk identification methods

Risk identification methods are numerous; therefore it is improbable that a particular method
will be adequate for the identification of all organizational risk exposure. Based on this
proposition, a combination of approaches is used for the identification of all risk exposure.
An underlying factor that must be considered is that risk identification is an on-going process
where identified risks need to be observed and new risks emphasised. It is imperative that a
systematic procedure is implemented for the identification of risk exposure to ensure that
potential risks are incorporated for further study. Significant risks can be identified through

various methods through the use of:

e Brainstorming sessions;

o  Workshops;

e Interviews and discussions;

e Questionnaires;

e Checklists;

e Loss history; and

e Process flow risk exposure.
Blunden and Thirlwell (2010:90) concur with the above methodology for the use of
workshops, questionnaires and interviews. It is also recommended for the implementation of
second round interviews for the sharing of combined risk information. The method
implemented must be appropriate for the determination of the process. The author
recommends that the use of workshops is a better choice if all role players can be present.
Questionnaires could be made use of where attendance may be a problematic. Risk process

mapping has also demonstrated to be a standard method in risk identification processes.
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The above methods are biased, as they are dependent on the experience and verdict of the
people who participate in the process of risk identification. Based on this subjectivity, correct
identification of the effect [impact] and probability [likelihood] of risk events arising
becomes difficult. In spite of the subjectivity of the above methods for risk identification,
these have been demonstrated to be invaluable to business organizations in highlighting risk
consciousness, monitoring and tracking risk and measuring the financial consequences, as

explained by Young (2008:55).

It is recommended by Heldman (2005:47) that with regard to the implementation of any of
the above techniques, it is important to have the relevant group of participants as the process
will only be effective with the knowledge-base of the participants. Valsamakis et al.
(2013:121) mention that it may be improbable that one particular method in identifying risks
will be adequate in identifying all risk exposures. It is recommended that a combination of
techniques be applied so that the identification of risks is as comprehensive as possible.
Certain identification methods will suit certain industry or business where wide range

participation and consultation would be advantageous.

The above process is now followed by a customization of the method to ensure an organized

approach to the risk identification method, bearing in mind the following:

e Identify the business area to be analyzed;

e Choose relevant staff to partake;

e Develop the layout to serve as a parameter;

e Engage a the services of a proficient facilitator;

e Ascertain the inherent risks; and

e Select measures to reduce or eliminate the risks.
The College is in compliance with the views of Valsamakis et al. (2013:121) as it has
undertaken some of above functions, such as choosing a facilitator to coordinate the process
of risk identification, the involvement of the full management and the identification of its

risks coupled with associated controls. This was found by inspecting its risk register.
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The table below illustrates how risks are identified and coupled with the appropriate control

measures:

Table 3.2: Risk Identification with Controls

RISK IDENTIFICATION
IDENTIFIED RISK CONTROL MEASURE
Loss of IT information IT policies and procedures

Use of updated anti-virus

Back-up of server daily

Supply Chain fraud Policies and procedures
Segregation of duties

Rotation of functions

Source: Adapted from Young (2008:62)

From this illustration, risk identification enables the business environment to detect risk
exposure, as well as inherent risk which can impact of the achievement of the business
strategy and operational objectives. Risk identification is a proactive approach in operational
risk management where preventative controls can be implemented to prevent the adverse
impact of such risks. Vasamakis et al. (2013:121) also state that risk identification is an on-
going process and not viewed as a “once-off” application requiring a fair degree of creativity
and lateral thinking. Heldman (2005:7) also concurs with the author by mentioning that risk
identification takes place “throughout the life of the project”, as every project phase generates
its own opportunities and challenges thereby creating the opportunity for risk management.
The risk identification process is then followed by risk assessment and evaluation, which is a

precursor to risk control.

3.4.3 Risk Assessment

The third phase in the risk management model is risk assessment, where identified risks are
evaluated for levels of severity and the likelihood of their occurrence. This discussion below

provides perceptions of the concepts of risk assessment by proponents of risk.
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3.4.3.1 Perceptions in risk assessment

Risk assessment is the “qualifying” and “quantifying” of inherent risks. The inherent risk is
evaluated to determine the potential severity and likelihood of risk events, taking into
consideration the effectiveness of the risk controls. The evaluation process results in residual
risks which are the risks that remain after risk controls are implemented, as described by
Valsamakis et al. (2013:145). This involves the process in which the organisation can
determine how it is doing regarding risk exposure, how it is controlling these risks as well as
how it monitors the risks. Improvement processes must be identified with the relevant
personnel to carry out these actions, (Alexander, 2003:248). The assessment process can be a
narrative process of bringing managers together to discuss risk exposure and gaps in the risk

management process.

Jackson et al. (2009:5) recommends that a business should implement measures to identify
and assess risks that can hamper its ability to successfully undertake business operations. The
continuously fluctuating economic, regulatory, industrial and operating circumstances make
it obligatory for management to frequently assess risks presented by the changing

environment conditions.

CIMA (2002:18) emphasizes that after operational risks have been identified, “an assessment
of the possible impact and likelihood of occurrence” should be undertaken using reliable
parameters that will permit risks to be ranked. Reuvid (2005:48) is in agreement with CIMA
(2002), who refers to risk assessment as a process to calculate the “probable” impact of risk
on the business. Young (2008:60) refers to “the determining of possible or potential risk
impact” as risk evaluation. It can therefore, be concluded that risk assessment and risk
evaluation refer to the same variable or are referenced similarly in terms of determining
possible impact and likelihood of possible risk exposure. Young (2008:65) refers to the
evaluation of risk as “a process where one assesses operational risk in terms of the likelihood
of operational failure and the severity of a potential loss.” This assessment, according the
author, should contain options available to management with regard to approving appropriate

actions to diminish the risk.

Sawyer and Dittenhofer (1996:402) mention that risk assessment is the process of identifying
and analysing of relevant risks in relation to the attainment of business objectives.
Management uses risk assessment as part of ensuring the success of the organization. Risk

assessment is an important mechanism for the development of new systems, whether
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technological or process-driven, for the attainment of business objectives. As a result, it
becomes imperative to recognize or identify what actions or events that could preclude the
system from achieving its outcomes. It is also pointed out by Sawyer and Dittenhofer
(1996:412) that the assessment of risk, the risk control system and the business objectives are
inseparably tied together and impact on each other. The risk assessment process measures
risk exposure regarding the business’s operational, financial reporting and compliance
objectives attainment. Operational objectives are assessed in the areas that pertain to
efficiency and effectiveness of the organization’s operations, productivity goals, performance
and the preservation of the resource loss. Risk assessments are conducted on the presentation
of reliable published financial statements which includes fraud prevention and financial
reporting. A risk assessment is also undertaken in the area of compliance objectives,
assessing the adherence to regulations and laws in the environment in which the entity

operates.

Risk assessment or the “assessment of the impact of risk” should not only consider the
financial impacts, but must also consider its impact on the organization’s capability to
function as well as the impact on its reputation. It must also be cognizant of the political and
commercial understandings that are associated, as expounded by CIMA (2002:28). Risk
unlike uncertainty, though, can be “measured by utilizing available data from past practice
and can be evaluated through statistical measures, analysed and used for predictive purposes”

as outlined by Marx, De Swart and Nortje (1999:48).

Young (2008:61) states that “risk evaluation is an assessment and measurement of the
identified risk exposures with a view of managing and controlling the risks that could
negatively influence the business strategy and achievement of objectives.” In the process of
risk management, the quantification of risk exposure is crucial as this measurement relates to
how it can be managed. It may not be possible all the time to quantify a risk and the risk may
be designated qualitatively. As a result, risk exposure is evaluated quantitatively where it is
expressed in numerical terms and to determine the potential impact on the organization. The
emphasis is on the frequency and severity of the risk incident. Risk is measured qualitatively
through rating scales to determine the impact and likelihood of the probable risk event.
Valsamakis et al. (2013:16) concur with Young (2008:65) that risk assessment is a process of

quantifying the identified risks with the intention of determining their impact on the business.
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An understanding of the fundamentals of risk assessment would assist the researcher to
effectively analyse how the College undertakes this key function in the risk management

process.

3.4.3.2 Risk assessment process requirements

The goal of risk assessment is described by Chapman (2006:147) as an assessment of risks
and opportunities in terms of their probability and impact within the organization. Based on

this proposition, the risk assessment process needs to satisfy the following requirements:

e The assessment of risks was comprehensive and inclusive of all risks as developed on
the risk register;
e Skilled personnel were involved in the process to generate a well-informed
assessment;
e Adequate time was apportioned to the assessment process;
e Consistency was maintained regarding probability and impact definitions; and
e Appropriate financial implications were considered for probability impact matrices.
By analysing the College’s risk register, it was observed that the College had assessed the
identified operational risks where management personnel were involved in its development.
Risks were assessed reflecting probability and impact. It was critically noted that the College
did not consider the financial implications of the identified risks, meaning that the risks were

not assessed regarding their financial implications.

The above factors describe the sufficiency of the risk assessment process. It follows then
according to Chapman (2006:152) that the risk assessment process incorporates the following
activities necessary for the likelihood and impact of the risk event to be recorded on a risk

register:

e Conception of and assessing the likelihood of the risk event arising;

e Assessing the risk impact or opportunity in comparison to the business objectives;

e Considering the inter-dependencies between each risk: how each risk affects the
other;

e Documenting the assessment findings; and

e Updating of the risk register.
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The updated risk register contains a full description of risks, their impact and the risk owner
where each risk is assigned a reference number. These activities are process enablers for an
effective risk assessment leading to informed decision-making. The College is observed to be
complying with the recommendations by Chapman, as the risk register reflects that risks have
been assessed for impact and frequency as well as their effect on other risks, such as the
unavailability of teaching resources which affects the teaching and learning process which is

in turn affected by the inability of the College receiving its subsidies on time from DHET.
3.4.3.3 Risk impact and likelihood

Valsamakis et al. (2013:16) comment that these terms refer to an accepted measure of risk as
a combination, where impact refers to the potential consequence or severity of the risk;
whereas likelihood refers to the frequency or how likely the potential risk would occur. Risk
evaluation is the assessment of loss exposure where the emphasis is on “how frequent and
how severe” the events are likely to inhibit the business strategy. This process considers
“expected average loss and maximum possible loss” which is a continuous process as risk is
constantly changing. The assessment process considers the financial health of the
organization to ascertain its risk-retention capacity with the aim of determining the impact of

a specific risk relative to the organization’s financial capacity.

The assessment of risk considers an evaluation for likelihood (frequency) and impact
(severity) where likelihood views how frequently a risk event will occur over a given period,
and is presented for example as a percentage. Impact is reviewed on the basis of the possible
cost to the business entity due to the risk event. Risks can also be assessed by using terms
such as ‘expected’ and ‘unexpected’ when referring to severity and likelihood. Expected
levels are associated where reference is made when the usual effectiveness of controls are
applied. Unexpected levels are associated with information when an amount of capital is
required to withstand a “financial shock™ through a risk event, as described by Blunden and

Thirlwell (2010:77).

The effect of a possible risk refers to “the potential reputational, financial and other damage
which is evaluated either through quantitative or qualitative means.” as outlined by Young
(2008:62). The author further states that the assessment of risk must consider the “financial
impact, the impact on the organization’s viability to operate and the impact of the

achievement of business objectives”.
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A qualitative approach is used below to demonstrate risk impact:

Table 3.3: Risk Impact

Scale Impact

High Fiscal impact is above the threshold value resulting in a major

impact on the organization’s ability to function

Medium Fiscal impact is at the threshold value resulting in a moderate
impact on the organization’s ability to function
Low Fiscal impact is below the threshold value resulting in minimal

impact on the organization’s ability to function

Source: Adapted from Young (2008:62)

The likelihood of a risk occurring is assessed by taking into consideration the current
organizational conditions and processes that are in place to control or restrict the opportunity
of the risk event happening. The valuation of the likelihood or frequency of the risk event

arising is described in terms of:

e High relating to a probability;
e Moderate relating to the possibility; and
e Low relating to a remote chance.

The table below illustrates the likelihood of a risk event:

Table 3.4: Risk Event Likelihood

Assessment Description Indicators

High Probable — more than 50% | Has occurred several times over the
likelihood in a year last 2 years due to external

influences

Moderate Possible — less than 50% | Has occurred once over the last 2
chance of occurrence in a | years due to external factors but
year mainly through internal influences

Low Remote chance of occurring — | Has not occurred in this country
not likely to happen over the
next 10 years

Source: Adapted from Young (2008:63)

&4




Following on from the previous discussion, Blunden and Thirlwell (2010:77) comment that
qualitative assessment presents a “range of values” but not actual figures which are
descriptive such as high, medium and low. Quantitative assessments contain only figures
even though ranges may be used like 10 — 20% to reference for example likelihood. Most
organizations commonly use quantitative assessments as it presents more objective

information.

The risk event is characterized by its impact and likelihood. To reduce the impact of a risk
effect once it has happened is a reactive response, while reducing the likelihood of the risk
occurring is a proactive response. The College has implemented controls to reduce the
likelihood of certain risks by introducing policies and procedures like a petty cash policy. The
policy reduces the likelihood of fraud based on roles and responsibilities identified in the

policy. This is a proactive response in reducing the likelihood of risk.

The risk evaluation process aims to accomplish the roles of enabling a technique of treatment
as well as assessing the consequence or degree of success following implementation of the
treatment. The chosen method must also ensure that it is able to identify and describe the risk
exposures, the risk factors and potential losses and its associated links. The control measures
for high frequency/low impact and low frequency/high impact events must also be
determined followed reports on measurement results that will serve in decision-making for

management.
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Clear guidelines must be established in the organization for appropriate and accurate

measurement of operational risk by applying standpoints, which are illustrated by the

diagram below:

Figure 3.3: Risk Measurement Guidelines
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2 Guidelines for
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Source: Young (2008:67)

For a structured approach to measure operational risk, Young (2008:67) proposes the

following recommendations:

The first step is the gathering of information which is required to perform an
assessment of all the significant risks which would have been done during the risk
identification stage. The College obtained this information from the institutional
management meeting minutes internal and external audit reports, client evaluation
reports, input from council sub-committees such as the Planning, Infra-structure and
Resource Committee and from the College budget plans mentioned;

The second step is the analysis of the risk exposures and other information as gathered
earlier. This analysis is achieved by the implementation of an assessment framework.
The level of risk exposure can be indicated by different colours like red, yellow and
green where red indicates a high risk level and green indicates low risk. The control
measures must also be evaluated and can be rated numerically, where 1 indicates

ineffective control; 2 indicates partially effective, and 3 indicates totally effective.
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Residual risk is the risk that remains after implementing control measures to the
original risk state. This is a product of the rating of control measure and the
probability rating. When the residual risk rating is high, it requires immediate
management attention and proactive decision-making. This second step determines
the potential impact of the risk event and the likelihood of the risk occurring as
expressed in a numerical value, such as low risk: 0% - 10%; medium risk: 10% - 80%
and high risk: 80% - 100%. When quantitative data is unavailable, the qualitative
approach may be used to generate a risk rating. These ratings of College risks have
been observed in the risk matrix schedule;

e The third step entails a review of the residual risk in order to validate the risk data
which is done through a comparison of the overall result with that of historical trends.
Past loss events can be used to compare current assessment results. Where there is
substantive disparity of results, an internal audit review can be undertaken to assess
for validation of the results obtained; and

e The last step is a formal reporting of the final assessment of the operational risk to the
organization. This is undertaken to provide better information to the management in
risk management decisions. Reporting is a form of reflection on the extent of
exposure of the risks analysed which later informs what control measures need to be
instituted and at what costs. It is evident by viewing Audit and Risk Committee
reports that the College has been complying with risk reporting. The outcomes from
this committee are tabled at College council meetings, as reflected in the council
meeting minutes.

It is evident that the College has been implementing the structured approach as recommended

by the author in the preceding discussion to measure operational risk.
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The diagram below illustrates the assessment of the likelihood of a risk occurring and the

impact of the loss for an organization:

Figure 3.4: Risk Likelihood and Severity

Requires
management’s
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Source: Young (2008:70)

By considering the diagram from Young (2008:71), losses due to risk exposure are described
as expected losses anticipated during a time period which fall into the high frequency/low
impact category, while unexpected losses are experienced in extreme cases which fall into the
low frequency/high impact category. An important aspect in the measurement of operational
risk is the quantification of risk influences which defines the extent of the operational risk.
Measurement of risks functions as a basis for the establishment of control mechanisms to

minimize or prevent the potential operation risk.

The benefits of the measurement of risk assist the organization to identify the potential
exposure of operational risk. Risk measurement serves as a platform for management to make
cost-effective decision-making on where to calculation of the cost of the operational risk can
be made. This process also ensures that the cost of risk does not outweigh the benefits arising
from the management of the risk exposure. According to Ross, Westerfield, Jordan and Firer
(2001:609) a basic instrument for classifying and measuring risk exposure is establishing an

organizational risk profile, where for example, to manage financial risk, managers need to
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identify the categories of price variations that have the utmost impact on the worth of the

business.

In order to implement an effective risk assessment process, Reuvid (2005:205) highlights that

risk managers need to be cognizant of the following risk assessment pitfalls:

e Undertaking the assessment process in order to justify a previously made decision;
e Taking decisions on the basis of individual inputs when organization-wide input is
needed;
e Considering risks from only one activity;
e Ineffective utilization of consultants;
e Inability to involve groups of people in assessing whilst not using people with the
correct experience and skills;
e Inability to recognize all hazards regarding a specific activity;
e Inappropriate use of data, risk criteria and cost-to-benefit analysis; and
o Inability to effectively use the results of the risk assessment.
The above is a reflection of poor risk assessment practices which is a liability and can lead to
poor decision-making, which could be catastrophic for the organization. Effective risk
assessments utilize “systematic and disciplined process and approach” which is implemented
by proficient personnel who generate findings to inform risk management decisions, Reuvid
(2005:205). This is also supported by Valsamakis et al. (2013:16), who states that this
process “requires the expertise in several disciplines and to use various techniques which

necessitates the interacting of several organizational units.”

In conclusion, risk evaluation is the assessment and measurement of the identified risk
exposure, where quantitative and qualitative data is used for successful evaluation in a
consistent manner as a means of keeping the organization aware of the magnitude and

intensity of the potential risk scenario.
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3.4.4 Risk Control

The risk control function follows the risk assessment process, where risk control

encompasses a variety of techniques that are implemented for the treatment of risk exposure.
3.4.4.1 Risk control insights

Risk control is a process which is developed to facilitate action to eliminate or reduce the
likelihood or impact of a risk event. The risk control process is recommended to be set the
same time as the risk is identified, which aims to mitigate the risk event, as observed by
Blunden and Thirlwel (2010:83) and supported by Alexander (2003:248). Some control
measures include management oversight roles, the introduction of policies and procedures
and other monitoring processes. Best practice implementation is also a control measure as
practised by organisations, according to Alexander (2003:248). Hence, the research will look
at the intensity and ways in which the College implements some of these control measures.
Young (2008:88) says that risk control comprises activities that are intended for the
determination of eliminating or reducing the reasons that may negatively impact the strategic

goals, could cause loss to the organization.

Jackson et al. (2009:5) mention that control activities are the most visible element of internal
control within the organization. The control activities are made up of the entity’s policies and
procedures with the aim of reducing identified risk. Some of these controls include the
safeguarding of assets, segregation of duties and independent review of work. Valsamakis et
al. (2013:155) refer to risk control as “a method of countering risk” which includes activities
to eliminate or reduce the causes of losses to the organization or minimizing the actual losses
after preventative measures are deemed ineffective. There are three probable responses to a
risk event, namely, risk acceptance, risk transfer and risk mitigation. To illustrate, student
strike action is a threat to the College where, as a result of the strike action, damage to
property can result. This is a form of risk the College can accept. Risk transfer is
demonstrated through the use of service providers by the College to undertake services like
the provisioning of photo-copy services as the liability of the machines is the responsibility of
the service provider. Risk mitigation is a form of control through the implementation of

College policies and procedures to facilitate and control staff recruitment.

Such controls should reduce that loss when it happens, and when preventative approaches

have not been completely effective. Risk control is therefore, viewed as mechanism for the
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mitigation of operational risk. A well-supported risk management program is a prerequisite
for effective risk control, which is informed by a well-defined risk strategy in line with the
business strategy. Of importance is the identification of control measures for the risk
exposures. Young (2008:88) proposes that risk control measures can include the generation
of policies and procedures, operational internal controls, management intervention in the
form of decision-making, reporting and the development of an organizational structure to
support the process. These controls measures, however, have to be aligned with the over-all

business strategy.
3.4.4.2 Risk control techniques

Rejda (2011:470) mentions that risk control is the selection of a combination of techniques
for the treatment of risk loss or risk exposure. Such techniques would reduce the severity of

losses or provide funding for the losses. The following are major risk control techniques:

e Avoidance — this refers to a current loss exposure that is abandoned or when the loss
exposure is never attained, such as the use of indemnity procedures where in this case,
the College indemnifies itself against risk exposure by not being liable for others’
inappropriate actions. The College avoids probable legal liability here. Sometimes the
organization may not be in a position to avoid all losses;

e Loss prevention are measures that reduce the frequency of certain losses, for example,
zero tolerance for alcohol abuse in order to reduce accidents in training facilities such
as mechanical workshops where the lecturer can injure him/herself;

e Loss reduction is measures that reduce the severity of a loss event, such as the use of
sprinkler systems used for fire protection; and

e Risk financing — techniques that afford the imbursement of losses after occurring
such losses as commercial insurance, where it has been observed that the College
infra-structure and assets are insured, demonstrating the concept of risk financing.

The purpose of control measures is to warrant the minimization of consequences of damages
that may arise due to impending risk, the control of an antagonistic event in advance and
lastly, the inhibition of loss. Young (2008:88) proposes three types of risk control measures

which can be implemented to mitigate operational risk:
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e Detective controls are used to ensure that the loss event is identified as soon as it
occurs, to control the effects that a risk may have on the organization and to install
preventative measures which would prevent a re-occurrence;

e Preventative controls are measures that are implemented to prevent a loss event from
occurring, such as the separation of functions in a finance department to prevent
fraud; and

o Contingency measures to ensure sustainability of the business once a risk has
occurred, such as an external IT back-up procedure in the event of a fire within the
organization.

The College is in agreement with regard to the propositions made by the author above. It is
noted that the College has an external site where its IT functions are backed up as a
contingency measure. Detective controls are evident through the implementation of policies
and procedures, while preventative controls are demonstrated by the separation of finance

and supply chain functions.
3.4.4.3 Risk control objectives

The objectives of risk control programs are described by Valsamakis et al. (2013:163)

through the following intentions:

e Reduction of the “magnitude of losses” — this involves a calculation of the degree of
exposure with an understanding of identifying and executing action plans to reduce
the value of the exposure. An example would be to purchase back-up equipment to
overcome the break-down of technology; and

e Reduction of the “frequency of loss-producing events” — this process is independent
from the above process. It deals with a thoughtful analysis of loss causes, which is
followed by the use of strategies and measures to eradicate these causes. An example
of this would be periodic testing of technology and equipment.

In spite of risk controls having these characteristics for effectiveness, it can by no means be

without flaws.

Risk mitigation choices will be influenced by the strategic direction of the organization with

regard to accepting or avoiding high risks in order to achieve business objectives.

Risk mitigation, according to Young (2008:91), is therefore categorized as follows:
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e Risk reduction where the initial response from management is to reduce the risk
exposure of processes which can be brought about by re-engineering or restructuring
of such processes. An example of this is the implementation of a new ITsystem
which can be risk-assessed before actual implementation;

e Risk control measures being implemented to eliminate risk exposure or decrease the
effects should a loss event arise; and

e Risk acceptance which arises due to the necessary risk controls being unable to
completely control the risk exposure, the residual risk that remains.

It is to the benefit of the College to be aware of the various categories of risk mitigation to
provide the College with different options and methodologies to control identified risks.
Mitigation choices could have financial implications for the College and by being aware of
this consequence, the College can execute a decision in choosing the appropriate type of risk

mitigation method.
The diagram below illustrates risk mitigation methods as discussed above.

Figure 3.5: Risk Mitigation Methods
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Source: Adapted from: Young (2008:91)

There are fundamental principles that Valsamakis ef al. (2013:162) allude to regarding risk

control, where it is recommended that there must be an “identification and application of
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management principles to risk control.” It is stated that there should be a rigorous effort to
assess risk exposure and related losses. Risk control must take into consideration significant
attempts at loss prevention while distinguishing the impact of losses in the organization by
integrating risk control approaches within the normal operations of the organization. Figure
3.5 reflects the tools the College utilizes to respond to specific types of risk control

categories.
3.4.4.4 Risk control methods

Information security and business continuity management are two very significant control
methods in management of operational risk. These methods of control, based on their

importance, are provided with separate structures of management in various organizations.

Information security risk management: Top management’s responsibility, as part of its
governance obligations, is to ensure that the organization’s resources are well-protected.
Based on this, information security risk management has become an integral responsibility in
the College. The consequences of ineffective information security management may result in
unreliable information, breach of privacy and the unattainability of appropriate information.
This would compromise College operations since communications and flow of critical
information occurs among nine operational sites. The strategy for information security risk
control is supported through the generation of College policies and procedures, and specific
roles and responsibilities of individuals who oversee the implementation of the control

program.

Business Continuity Management: This control method concerns the ‘rescue’ from an initial
reaction through to the actual risk event and eventually to full ‘salvage’ of the business in the
case of a disastrous occurrence. Business continuity necessitates the development of
“strategies, policies, standards and procedures that govern management, implementation and
control of people, processes and systems related to the contingency strategies.” as described
by Young (2008:93). The author further comments that the business continuity approach
provides the organization with the prospect to quickly decide on the potential impact of a
catastrophic occurrence, and to provide an alternate means and systems which can be
implemented to warrant that the organization can continue to operate when faced with the
catastrophic event. An example of this process is the availability of off-site backing-up of IT
data. The use of other campuses for teaching and learning is a contingency employed by the

College in the case of infrastructure disaster. There is a need for management to be pre-
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emptive and to formulate contingency plans should the event occur. These plans need to be
reviewed regularly as the business environment is continually under-going a process of

change.
3.4.4.5 Planning loss recovery

As part of its objectives, risk control processes also include the planning to deal with loss
circumstances and to “recover” from such losses. Contingency planning deals with recovery
from a loss-producing event where there is implementation of a predetermined plan in the
event of a certain loss. This plan must warrant recovery from the loss event within the
shortest time in the most economical manner. As a result, contingency planning consists of
financial and non-financial facets of recovery. An example of contingency planning is the
identification of an alternate service provider as a substitute when the preferred supplier is

unable to render that service, as suggested by Valsamakis ef al. (2013:164).
3.4.4.6 Components of risk control

In order for the College to be effective in its risk control function, Young (2008:96) cites the

following components or pillars of risk control:

Organizational Structure: The modern approach in risk management involves the formation
of risk management structure or a fundamental risk function which is a governing body to
ensure that effective and over-all risk management occurs. In the case of the College, this
governing body is the Audit and Risk Committee, which oversees the implementation and
monitoring of strategic functions such as the audit and risk management processes. It is an
oversight structure that reports to the College council regarding its strategic progress. The
College senior management facilitates all risk-related recommendations from this committee.
The purposes of the central risk management function can comprise the development of
policies, processes, systems and standards with reporting mechanisms. This function is aided
through the conducting of research, review processes and endorsement of risk management

practices and models to ensure the application of best practices.

Policy and Procedure Development: These are generated to confirm that there is discipline
and standards within the institution which aim to ensure the focus on the operational
objectives and strategies. The risk policy must define the organization’s approach to risk
management with the relevant roles and responsibilities which are approved by a governing

body such as a board of directors for implementation. Such policies and procedures must be
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reviewed regularly and updated to meet the requirements of the changing processes within
the organization to enact the organization’s business strategy. The risk management policy
must be consistent with the organization’s vision, mission and management culture. Through
the development of procedures which are documented and communicated throughout the
organization, operating procedures are used to ensure that the risk policy is being fulfilled.
The use of the policy is a means of ensuring management’s visions on specific business-
related actions. The developed risk policy and procedures act as a parameter to business unit
managers on how to manage their risks, and is a control measure to decide how effectively
such units are managed. Successful policy deployment is enhanced through on-going staff
training, review processes and effective monitoring of processes, Blunden and Thirlwell
(2010:88) support Young (2008:94) by also referring to a control or “pillar”, meaning
directive controls which provide a gradation of direction for the organization’s representative
of policies, manuals and procedures. Although the College has a Quality Management
System which contains all relevant policies and procedures of the institution, it lacks the risk
management policy and associated procedures. This therefore, limits the control function in

risk strategy implementation.

Internal Controls: After the development and approval of policies and procedures, internal
controls must be formulated to ensure the successful enactment of the risk policies and
procedures. Internal controls permeate all levels of the organization. The intentions of
internal controls warrant an observance to management’s policies and procedures for the
achievement of effective and efficient work processes with a view to safeguard the
organization’s resources and assets. The College has a Quality Management unit which
undertakes operational internal audits to test policy and procedure compliance in accordance
with ISO 9001 quality standards. Internal controls bring about a systematic execution of
business activities in agreement with relevant regulations for the production of reliable and
dependable financial and management data. This necessitates an appropriate control structure
with well-defined control activities on every business level which in the case of the College
would be the function of the Quality Management unit. Control measures include the
segregation of duties in order to prevent the conflict of interest in certain work processes such
as in the case of finance and supply change functions, where these are two distinct units and
function separately from each other. Operational communications is necessary for the
dissemination of critical operational compliance information which could affect the

organization internally or externally, such as communicating results from internal and
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external audits. There must be effective monitoring activities to ensure the efficiency of the

internal controls and where deficiencies are identified to be remediated immediately.

Risk Reporting: Risk status is reported both internally through the College structures and
externally to other stakeholders. Internal reporting of risk occurs between the Audit and Risk
Committee and the College senior management, which takes place once every quarter. The
outcomes from the Audit and Risk Committee are reported to the College council on a
quarterly basis. The senior management engages specific risk owners regarding outcomes
from the risk identification exercise. Accurate information and availability of statistics is a
requirement during reporting to ensure effective decision-making where the identification,
evaluation and control of risks are highlighted. Risks can be reported daily, monthly,
quarterly or annually, dependent on the needs of the organization. The objectives of risk
reporting bring about an awareness of risk exposure and the provision of risk information that
will inform risk management processes for effective decision-making. The illustration below

depicts the “pillars” or components of risk control as explained above:

Figure 3.6: Components of Risk Control.
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Source: Adapted from Young (2008:94)

The deliberations demonstrate that risk control is a vital part of the risk management process
which brings about the minimization or eradication of the effects of operational risk
exposure. It can be seen that effective risk control is dependent on the organizational
structure, College policies and procedures, internal controls and regular risk reporting. From
the illustration, it can be seen that the College has as part of its organizational risk structure a

Quality Management function, Audit and Risk Committee and the College Council. Risk
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management control is enhanced by policies and procedures which provide the system for
risk control. The internal controls are supported through the implementation of internal
audits. Risk management progress is reported at senior management, Audit and Risk
Committee and College Council level. The four pillars represent how the College responds to

risk control.

3.4.5 Risk Monitoring

Risk monitoring is a continuous process which is vital in assessing the status of risk exposure

identified in the College system to ensure effectiveness of the risk management strategy,
3.4.5.1 Risk monitoring interpretations

The process of observing the progress and effectiveness of risk controls through the
application of action plans is termed risk monitoring. It is vital that this critical function is
embedded within business processes and is part of the risk management culture of the
organization. Risk monitoring is like “an early warning” system that enables the business to
become more aware regarding new risk exposure, thereby prompting proactive management
by implementing control measures to minimize the effect of the risk should it occur, as
alluded by Valsamakis et al. (2013:143).

Risk monitoring is a process that provides insight into the level of risk exposure. It also looks
at the efficacy of control measures and whether there are changes in the organisation with
regard to business processes which inherently affect the level of risk exposure in that area of
operation. New business processes is an opportunity to identify new risks. Risk indicators are
a method of supporting risk measurement and risk monitoring as emphasized by (Alexander,
2003:250). The frequency with which an organization monitors its risk profile is dependent
on the nature of the risks to which the business is exposed to, as well as its ability to “fine-

tune its risk-taking activities”, as highlighted by Culp (2001:211).

Young (2008:114) states that risk monitoring is a vital part of risk management and is a
continuous process. It is also proposed by Young that organizations must have an internal
mechanism to monitor its risks and controls. The monitoring process informs management
about the organization’s risk profile, how changes within the organization affect the risk

profile and what must be done to protect the organization against risk exposures. The
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monitoring process is an early warning system to identify potential risks which could inform
management about impending financial loss for the organization. Monitoring is a
management and supervision function which involves quantitative measurements and
qualitative assessments of operational risk exposure. It is an assessment of the quality and
appropriateness of mitigating measures which ensure that the adequate internal controls,
systems and processes are established to minimize or eliminate the cost of risk. Monitoring is
a process implemented to ensure the effectiveness and efficiency of the risk management

system and strategy through an operative reporting mechanism.

According to Rejda (2011:54), the monitoring of the risk program commences with the risk
management policy statement which enables an effective risk management program. The
policy statement outlines the objectives of the risk management program of the business. This
policy provides authority for the risk manager to undertake the risk functions and creates
awareness to top-management regarding the processes of risk management. The
organization’s risk management manual describes in detail the risk management program and
is also part of the initial stages of the monitoring process. For effectiveness, Rejda (2011:54)
proposes that the risk management program must be “periodically reviewed and evaluated to
determine whether the objectives are being attained.” It is further stated that the risk manager

must conclude whether the organization’s risk management policies are being upheld.

The business environment is continuously undergoing change which influences the risk
management processes, which are adjusted according to the environmental changes. Such
changes are established through continuous monitoring activities. All stages of the risk
management process are monitored continuously for effectiveness originating at the risk
identification stage, where exposure is determined. Risk reporting is another important facet
to monitor in the risk management process to ensure that management is provided with
accurate and necessary information for decision-making. It is imperative also to monitor
whether identified risks have been financed so that they can be managed through, for
example, instituting insurance mechanisms to protect the organization from potentially high

operational losses, as recommended by Young (2008:115).

It is observed that the College lacks a formal risk monitoring structure which could impact
negatively on whether risks are controlled or eliminated, thereby impacting the risk
management process negatively. The only form of monitoring occurs at senior management

meetings, Audit and Risk Committee meetings and at College council meetings.
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3.4.5.2 Risk monitoring objectives

According to Ile, Eresia-Eke and Allen-Ile (2012:21), the monitoring exercise is a way of
ensuring that “activities and programs” are progressing towards achieving the intended
results outlined through a plan. It is stated that monitoring ensures that activities comply with
the plan whilst ensuring optimum use of resources. It is a process that informs management
of progress made and the manner in which desired outcomes were achieved. Through the
monitoring function, valuable information is generated regarding input, outcomes, outputs
and environmental dynamics for decision-making purposes. It is an “early-warning” system
tracking areas for attention where re-planning of processes can be executed to achieve the

desired objectives.

The evaluation process is monitored to evaluate whether the risks are suitably assessed and
measured and whether the correct methods for evaluation are implemented like the risk and
control self-assessment system. The monitoring exercise also confirms that the optimal
internal control measures are implemented for the elimination and control of identified risks.
Monitoring aims to protect the organization against high impact/low frequency events in

order to prevent an impending catastrophic situation, as outlined by Young (2008:115).

It is also highlighted that the monitoring process promotes co-operation between the various
business units. There is a higher level of predictability as it provides direction to management
and compels management to look towards the future. This process eliminates crisis
management as management anticipates certain outcomes after the monitoring exercise. It is
a framework against which decisions can be assessed necessitating the reliability and

accuracy of data to influence decisions, as expounded by Ile ez al. (2012:28).
3.4.5.3 Risk monitoring methods

Effective monitoring must be cognizant of time, financial implications and quality. A fair
amount time is required to judge the time required for a specific exercise so that the
monitoring process is proactive, productive and effective. If the monitoring function is not
effective it translates to a waste of time and therefore, a waste of finances. A culture of
promoting quality practices should be adopted in the monitoring process where mechanisms
like checklists, reviews, progress reports and action plans are engaged with to inform the

monitoring exercise, emphasized by Ile ef al. (2012:23).
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A reaction system is required to support the monitoring of risks which will resolve that the
corrective and preventative actions engaged are effective. This feedback system is to apprise
all stakeholders in the risk management process whether or not the controls are effective
through a process of reporting, briefings and information sharing. Feedback, according to
Young (2008:116), is delivered through continuous and intermediate monitoring methods as

indicated below:

e Continuous risk monitoring is an “on-going” process implemented to determine the
importance of risks, variations in the operational environment and the effectiveness of
risk controls. This monitoring method ensues during the regular course of business
activities by means of routine tasks, managerial activities and resolutions. Its
advantage is that through this technique, a problem is identified on actual-time basis
encouraging instant corrective actions; and

e Intermediate monitoring is founded on distinct evaluations taking place from time to
time concentrating directly on “high risk areas and risk control effectiveness.” The
monitoring exercise can be accomplished through, for example, questionnaires or self-
assessments. The internal audit function is also a monitoring mechanism providing
management with a reassurance that the risk management function is effective and
supports the suggested objectives. Checklists, activity analyses and flow charts are
other examples of intermediate monitoring. The ideal condition is an amalgamation of
the both methods which would ensure that operational risk management is effective
over a period of time.

By analysing the above monitoring methods, it was found that the College is practising or
implementing intermediate monitoring functions in the form of operational internal audits,
which is in agreement with the suggestions by Young. This measure could possibly assist the

College in tracking its progress regarding risk management implementation.

Reporting is a central part of the monitoring process intended at communicating the
deficiencies of the risk management process so that management can take the necessary
remediation actions. These limitations maybe perceived, potential or real and may provide an
opportunity to develop the current risk management process. Reports inform corrective
actions and as a result, need to be accurate so that the relevant level of management can
become responsive to the report findings resulting in the risk management process becoming

highly effective. The monitoring system, therefore, should be flexible and simple so that
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systemic anomalies can be observed by the generation of accurate, timely and reliable

information, as remarked by Ile ez al. (2012:21).

Figure 3.7: Monitoring Process Flow
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Source: Ile et al. (2012:96)

This monitoring process flow depicts pre-implementation, implementation and post-
implementation elements. In the pre-implementation process, the person responsible for
monitoring needs to work with the person responsible for a specific management area where
the monitoring intentions are communicated. Data sources are identified and the data
collection methods are identified. In the monitoring implementation phase, data is gathered
where inputs, activities and output variables are monitored. The post-implementation phase
incorporates an analysis of data and the compilation of a report, as illustrated by Ile et al.

(2012:96).

According to Young (2008:117), the focal objective of operational risk monitoring is the
“evaluation of the effectiveness of the risk management process.” It also intends to provide
management information on deficiencies that could negatively influence the achievement of

business objectives. Risk monitoring aims to check the effectiveness of the risk management
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constituents such as risk identification, risk control, risk assessment, evaluation and reporting,

which endeavour to contribute to the attainment of the organization’s business strategy.

3.4.6 Risk Reporting

Risk reporting is the final phase in the risk management process and seeks to target College

stakeholders with information for effective decision-making.
3.4.6.1 Risk reporting principles

Blunden and Thirlwell (2010:21) mention that a reporting system needs to be established
together with the development of a reporting culture and a common organizational risk
language. Through comprehensive reporting, there may be an understanding of what is
actually happening, and of the incidents that could threaten the organization by affecting
continuous improvement and business objectives. Reporting transpires up and down the
hierarchy of the business which needs to focus on the significant risks with risk indictors and
that these risks are effectively co-ordinated so that the reports lead to action. Effective risk
reporting generates management’s involvement in the process of risk identification,

assessment and control, thereby enhancing the organization’s risk profile.

It is emphasized in Ile, Eresia-Eke and Allen-lle (2012:147) that an essential part of
monitoring and evaluation of programs is the reporting of findings as it intends to advance
performance. As such, there is a need to document findings to improve present and future
performance by creating a learning organization. Reports seek to educate the targeted
stakeholders specifically to inform them of activities undertake by using a choice of reporting
methodologies. Reports aim to generate “constructive lessons” to support value-added
performance through management improving the quality of decisions embarked on. Reports
are communications tools and must be represented in a manner that is appealing to achieve

the aims and intentions of the report.
3.4.6.2 Risk reporting effectiveness

Reporting techniques and styles include the use of bar and pie charts, 3D column and line
charts and the use of dashboards. Dashboards produce a range of major information that can
be viewed at once, reflecting risk, impact level, likelihood, controls and risk rating. As stated

earlier by Merna and Al-Thani (2005:51), ensuring that people obey the risk reporting
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protocols is critical to the process. Ile et al. (2012:148) support Merna and Al-Thani
(2005:51) by stating that charts [bar, pie and flow], tables, graphs [line and scatter-plots] and
other illustrations may be used to emphasize key concepts for the stimulation of visual

interest.

Risk reporting is an end process in the risk management framework. Of course, after the risk
reporting is done, there must be continuous monitoring by business owners in ensuring that
the identified risk are controlled or eliminated. The key objective of risk reporting is to
communicate the operational risk assessment across all business areas, (Alexander,
2003:253). Creating reporting procedures and ensuring that individuals observe such

protocols is vital to risk reporting, as purported by Merna and Al-Thani (2005:51).

In many organizations, management operates and takes decisions based on the reports it
acquires. As a prerequisite, reports need to be accurate, timely, economical and meaningful.
Sawyer et al. (1996:107) recommend that an efficient internal reporting system must consider

that:

¢ Individuals should be required to report on matters for which they are responsible for;

e Reports are generated with due responsibility;

e The cost and time consumed in generating a report must be compared against the
benefits derived from such reports;

e Reports should reflect comparisons with standards of costs, quantity and quality;

e The compilation of reports needs to be simple and consistent with the subject matter
and the use of common terminology;

e Reports must be timely for maximum value; and

e Recipients of reports need to be engaged regarding the necessity of receiving such

reports and encouraging methods of reporting improvement.

By analysing Audit and Risk Committee reports that the College is observed to be
implementing the suggestions of Sawyer et al. (1996:107). This College report is structured
with specific matters to report on such as auditor’s response to College risk management. It is
generated by the senior management, thereby conforming to due responsibility and by the
responsible parties. There is consistency observed in the report based on similar business

language being applied. As mentioned in a previous section under internal controls, risk
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status is reported both internally through the organization’s structures and externally to other
stakeholders with a vested interest. Internal stakeholders of the College comprise the
management, staff and students while external parties constitute officials from DHET, Sector
Education and Training Authorities and College business partners. Accurate information and
availability of statistics is a requirement during reporting to ensure effective decision-making
where the identification, evaluation and control of risks are highlighted. The objectives of
risk reporting bring about an awareness of risk exposure and the provision of risk information
that will inform risk management processes for effective decision-making, maintains Young
(2008:100), and it is further stated that risk reporting ensures that the correct decisions on risk
control measures are made. Risks can be reported daily, monthly, quarterly or annually,
depending on the needs of the organization as reflected in the reporting framework which

follows.

Figure 3.8: Risk Reporting Framework

Source: Adapted from Young (2008:101)
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Informed decision-making flows from good operational risk reporting, otherwise poor
decision-making could have dire consequences for the business. Blunden and Thirlwell

(2010:130) recommend that following needs to be considered for effective risk reporting:

e Relevance of the audience — risk reports may be directed to different stakeholders
such as College management, staff, audit and risk committee members or the College
council. Therefore, risk reports are required to be relevant to the stakeholders it
addresses;

o Key message communication — It is essential that reports communicate the critical
messages it intended doing by considering who would engage the reports;

e Key term understanding — management must continuously be made aware of the
common language and terms that are used when communicating risk processes,
ensuring that they are clear and in common use throughout the College landscape;

e Data quality — incomplete data collection leads to poor data quality leading to suspect
risk reporting. Although such reports do produce some information, it should be
treated with caution as this can compromise the risk management process; and

e Using qualitative and quantitative information — Stakeholders have a need for access
to both forms of data for a complete understanding of the risk management processes.

“Good reports are an essential for good risk management” as outlined by Blunden and
Thirlwell (2010:143) as vital information must be accessible and delivered in such a way so

as to support informed decision-making on the risk profile of the business.

3.5 RISK MANAGEMENT AS A COLLEGE BENEFIT

There are substantial benefits for organizations which implement effect risk management
programs. This process enables a business entity to achieve its pre-loss and post-loss
objectives effortlessly. The cost of risk is reduced, thereby increasing business profits. Cost
of risk is a management tool that measures certain costs such as premiums paid, loss control
expenditure, insurances and outsourced risk management services. Based on direct and
indirect losses being reduced, it is a benefit to society as pain and suffering is reduced, as

observed by Rejda (2011:55).

When risk management is implemented in an organization that is dedicated to robust

corporate governance and comprehensive ethical business principles, the methodology can be
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very effective in the identification, dynamic management and utilization of positive risks and
mitigation of negative risks. While the organization is aware of its risk exposure, the
formation of governance structures and an ethical environment can benefit a business in its

quest to be successful, as affirmed by Jackson et al. (2009:37).

Simplistically portrayed by Gregory (2001:29), the expected benefit of the risk program is

that it prevents:

e Loss of production, business failure and legal liability;

o Worker fatalities, injuries and worker litigation;

e Litigation from regulatory authorities and related groups;

e Damage to branding and reputation;

e A loss of access to information, production stoppage and operational failure;

e Damage or harm to customers through the use of products; and

e Loss of assets, market share and intellectual property.
Risk and return are inter-related, therefore any reduction in the organization’s risk profile
results in an efficient “risk-return trade-off.” An organization that implements a risk
management program that reduces its own risks is reason for the existence of that business
entity. The presence of a risk management system is an indication of good corporate
governance, which inculcates confidence in investors and associated stakeholders, as

remarked by Valsamakis et al. (2013:7, 87).

James (2015:4) comments on a survey that Deloitte undertook concerning strategic risk in
South Africa, where it was revealed that a vast majority [81%] of companies are explicitly
and aggressively managing strategic risks. The survey revealed that companies now viewed
the long-term effects of risk and how it affected performance. Based on this, companies are
integrating risk as part of their overall business strategy and planning processes for

organizational effectiveness.

3.6 RISK AND ETHICAL DECISION-MAKING

Risk and decision-making, Smit, Cronje, Brevis and Vrba (2011:123,168) emphasize, is a
major part of the function of a manager, and when making a decision under the condition of

risk, the manager will not know the outcome of each decision in advance. As a result,
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management’s attitude to risk influences strategy selection. Where management’s attitude
favours risk, the range of strategic choice expands; where a manager is risk-averse, the
strategic choices are limited. Such effects on the strategic choice of managers have an overall
impact on the performance of the organization which was primarily influenced by the
manager’s attitude to risk. Brevis, Vrba and de Klerk (1997:172) had originally highlighted
similar thinking that a decision taken under a risk condition can be undertaken when potential
benefits or associated costs and probabilities of the risk occurrences are known. These
decisions under circumstances of risk are common, as risk is between certainty and

uncertainty and there is a likelihood of an outcome in the decision-making process.

Robbins and Coulter (2003:162) advise that a manager will be required to make decisions and
will be faced with three conditions where the decision-making may occur: certainty, risk and
uncertainty. But, the most common situation is the one with risk where the decision-maker
will estimate the likelihood of outcomes. They also highlighted through research conducted,
that high risk-taking lead to rapid decision-making and less utilization of time leading to
maximizing organizational effectiveness. Ile et al. (2012:152) also state that if report findings
does not enlighten decision-making with a view to enhancing organizational performance,

then the value of the findings remain unrealized.

Jackson et al. (2009:37) also concur that managers undertake ethical decisions every day.
While some decisions may be financial or economical in nature, other decisions may have an
ethical dimension. Therefore, the impact of decision making may not only be an economical
one, as the impact may be ethical. Ethical problems arise in organizations for a variety of
reasons such as undue pressure to achieve productivity targets and profitability goals, and
may lead to unethical behaviour such as falsifying documents. Based on this unethical
behaviour, managers cannot make business decisions without first considering the ethical

dimensions.

In the context of risk and ethics, Hendrikse and Hefer-Hendrikse (2012:158) comment that
“ethics comprises the rules of the business game such as honesty, integrity and fairness.”
Unethical behaviour occurs where there is fraudulent behaviour, corruption and irregularities
like bribery, lies, falsification of figures and selfishness with the aim of influencing business
for other benefits. The practice of ethics is the orientation of “human life, individually or

collectively, or institutional structures and practices”, according to values of conduct. This
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includes ethical behaviour in business decisions and actions leading to corporate integrity

through the development of a code of ethics.

The King iii Report was developed through the necessity to update the King Code of
Corporate Governance Principles for, among other reasons, “the increased demands by
government and other institutions to take seriously their ethical, socially and environmental
responsibilities to produce sustainability reports.” The King iii Report has been amended to

the King iv Report https://www?2.deloitte.com/za/en/ and highlights three key aspects:

o Strategic and ethical leadership — that leaders must rise to the challenges of modern
governance characterised by accountability, responsibility, transparency and fairness,
with a view to accomplishing sustainable performance;

o Sustainability — this flags opportunity and risks for the enterprise and highlights the
interconnectedness between society, nature and business which needs better
understanding by decision-makers; and

e Corporate citizenship — the company comprises people who need to operate in a
sustainable, responsible manner.

With reference to the research, the King Reports emphasises strongly ethical leadership,
performance evaluation, strategic leadership, risk management and compliance risk
governance, where the responsibility of risk is the governance structure, as espoused by

Hendrikse and Hefer-Hendrikse (2012:183).

The Institute of Directors in Southern Africa (2009:73) makes mention of the King iii Report
with specific reference to a board’s responsibility for risk governance, noting that the board’s
responsibility is risk governance and should determine the levels of risk tolerance. A risk
committee should be instituted to assist the governance structure in facilitating its risk
responsibilities. The board should delegate to management the function to design, implement
and monitor the risk management plan and ensure that risk assessments are continuous. The
governance structure should ensure that methodologies and frameworks are in place to
anticipate predictable risks with appropriate risk responses. Management needs to undertake
continual risk monitoring to provide assurance to the governance structure for relevant,

timely and accurate risk disclosure.

Proper management of ethics begins with complying with and disseminating clearly defined
standards. These standards for the public service should be clear and should be reflected in

the legal framework. Such principles must be put into practice by the public servant. The
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political and administrative environments must be able to develop a conducive and ethical
culture with a commitment to the ethical culture. Standards require dissemination through
government and environments contributing to compliance. These mechanisms should reflect
public service commitment to ethics in daily implementation of policies and procedures.
Accountability mechanisms must be in place with appropriate procedures and sanctions

created to deal with misconduct, as recommended by Visser and Erasmus (2002:302).

Swanepoel (2008:793) states that part of corporate governance is the conformance function to
monitor whether the organisation is undertaking activities as promised, and that performance
is satisfactory. Where management is lacking, corporate governance would push for change.
Governance also has a role in ethical practice within the organisation, as corporate scandals
can affect the reputation of the organisation. Therefore, ethics and accountability start at top
management. Ethical behaviour must be found throughout the organisation as a key focus of
all governance and managerial work for a sustainable future in South Africa. Ethical conduct
and professionalism is something that public officials must strive for in order to establish
confidence in the public they serve. Without professionalism and ethics displayed by public

officials, a stable and strong workforce will not emerge in the South African public sector.

3.7 CONCLUSION

In conclusion, this discussion was used as the guiding the principle to test the risk
management strategy implementation in the College. This risk management strategy model
formed the core aspects of the research as it tests the degree of alignment between the TVET
College risk management practices with those of the highlighted progressive practices,

leading to determining the effectiveness of risk management implementation at the College.
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CHAPTER FOUR
RESEARCH METHODOLOGY AND DESIGN

4.1 INTRODUCTION

This chapter provides the research framework for determining whether the risk management
strategy is implemented effectively in the TVET College. The chapter further provides a
broad discussion on the research aims, research method and approach undertaken in the
study. Insight regarding where the research is located with a description of the sample
methods applied and sample population utilized is elucidated. Data collection strategies and
the mechanism to analyze data will be described. Ethical considerations during the research
process are also highlighted as part of the research methodology framework. May (2011:8)
remarks that “research is more than a reflection on our opinions and prejudices: it
substantiates, refutes, organizes or generates our thinking and produces evidence that may

challenge not only our own beliefs, but those of groups and societies in general”.

4.2 AIM OF THE RESEARCH

The effectiveness risk management has not been tested in a further education and training
College environment in KZN. The aim of the research was to ascertain if Elangeni TVET
College was implementing a progressive risk management strategy in accordance with
standard practices, as may be found in the corporate sector. During the research process,
College risk management practices were identified and a comparison was made to the
standardized, corporate best practices with a view to test the effectiveness of the College’s
risk management function. The case study can therefore, be used as an instrument to
contribute to ‘best’ practice in KZN TVET Colleges to improve business operations against
the strategic goals of the TVET Colleges concerned. According to De Vos (2001:6), research
“helps build knowledge for practice through ascertaining the effectiveness of practice

methods.”

The framework of this research project was guided and determined by the following research
questions:

e Did the College create the control environment for risk management?

e Does the College have risk identification strategies in place?

e How does the TVET College assess risks?

e Are risk control mechanisms implemented?
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e What monitoring mechanisms are applied to measure risks?

e What is the extent of risk reporting in the College?
Data gathered relating to the above questions therefore, provided a course to determine the
effectiveness of risk management implementation and whether the College sustained

“efficient, effective and clear” systems for risk management.

4.3 RESEARCH METHOD

The research design that informed the research was the case study approach. According to
Leedy and Ormrod (2005:108), the case study is a category of qualitative research where in-
depth statistics are collected regarding an individual, program or institution. The purpose of a
case study is to learn more about an unfamiliar or a poorly understood circumstance. In this
instance, the case study was used as a tool to understand the effectiveness of the risk

management strategy in the College.

May (2011:227) references Piekkari et al. (2009:569), who describe the case study as “a
strategy the examines, through the use of a variety of data sources, a phenomenon in its

naturalistic context with a purpose of “confronting” theory with the empirical world.”

The case study enabled the researcher to learn more about the College’s risk implementation
strategy and if it was achieving the intended expectations. Findings from the case study
would enable other TVET Colleges in the Province, and possibly nationally, to effectively
implement their operational risk strategies. The case study option was selected based on the
involvement of fieldwork in the institution [College] to investigate the natural circumstances
of the organization, as advanced by Welman, Kruger and Mitchell, (2008:193). Through the
case study, the researcher was able to collect data through questionnaires, interviews,
observations, documents and past records including the College’s strategic plan, risk

management plan and monitoring and evaluation reports.

The effectiveness of the risk management strategy was based on data collected which showed
the degree of implementation of the risk management plan, and how it actually impacted on
the operational aspects and strategic intent of the College’s campuses. In a case study

research design, Fox and Bayat (2007:70) refer to the case first being identified, and then the

112



boundaries being determined. These boundaries have been determined by the research

objectives formulated and inform the study.

4.4 RESEARCH APPROACH

A problem to be solved requires suitable forms of research, namely, quantitative, qualitative
or a mixture of both. The nature of the research problem is a characteristic that can influence
the choice of the research approach or paradigm, as emphasized (Fox and Bayat, 2007:66).
According to Robbins and DeCenzo (2005:39), the quantitative approach includes the
applications of statistics and computer simulations. On the one hand, quantitative research is
more useful where variables need to be counted, making use of statistics to process and
explain data collected (Fox and Bayat, 2007:7). On the other hand, qualitative studies are
applied in the description of communities, groups, and organizations, a view held by Welman
et al. (2008:188). Qualitative research will scientifically describe people, events and aspects
related with them, where it is not dependent on numerical data. It is sometimes problematic to
make a strong distinction between the two approaches and therefore, research could be a

combination of the two approaches, referred to as the mixed methods approach.

This study implemented the mixed methods research approach which combined qualitative
and quantitative data. Creswell (2014:219) articulates that the researcher “collects both the
qualitative and quantitative data and analyzes them separately. The researcher then compares
the results of the findings to confirm or disconfirm each other.” This approach provides
different types of information: in this case qualitative information was generated from the
interviews while quantitative data emanated from questionnaires. Importantly, both data sets
were expected to yield the same results. The qualitative part of the research was interpretive
research as data was collected in the context of the environment and served as the basis for
inductive generation of explanatory theory. In this study, the researcher endeavored to find
out the nature of certain situations, processes and relationships and to determine the degree of
effectiveness of the College risk management strategy. This entailed analyzing process
effectiveness of risk management and to what degree of importance it contributes effectively
to other management functions in the College environment. Is the risk management strategy a
“living” document in College processes? One had to look at the relationships between
different structures of management, and how each layer of management responded to the risk
strategy. This was an explorative process of investigation which included a quantitative

description of opinions, trends and attitudes of the College population sampled. The mixed
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method design has the advantage in that the weaknesses of both quantitative and qualitative

data collected can be neutralized, (Creswell, 2014:15).

4.5 RESEARCH APPROACH AND PHILOSOPHIES

A specific research design may involve “philosophical assumptions or worldviews.” Such

worldviews influence the research process. The term “worldview” relates to a set of beliefs

that guides research action, as expounded by Creswell (2014:5). Examples of worldviews are:

The Positivist Worldview - This view represents the thinking after positivism and is
often called the scientific method. It is associated more with quantitative research than
qualitative research. This method challenges the notion of the absolute truth of
knowledge. The researcher commences the research with an established theory, then

accepts or refutes the theory;

The Constructivist Worldview - It is a perspective or approach to qualitative research.
Such theorists believe that “individuals seek understanding of the world in which they
live and work.” The individuals develop subjective meanings of their experience

which are varied and multiple. Such meanings develop or generate new theory;

The Transformative Worldview - These individuals are critical theorists or
participatory action researchers, and hold the view that research inquiry needs to be
inter-woven with political change agendas to tackle social change orientation.
Importance is placed on lives and experiences of groupings that have generally been
marginalized, such as race, gender, sexual orientation, ethnicity and socio-economic

class; and

The Pragmatic Worldview - This view is associated with what arises out of situations,
consequences and actions. This research approach is not confined to one system of
philosophy. Research inquirers draw conclusions from both quantitative and
qualitative assumptions. The researcher has the freedom of choice in methods, tools,
techniques and research techniques to best suit his/her needs. The pragmatic approach

is problem-centred, and occurs in social, political, historical and other contexts.
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Drawing from the above, this research approach using the mixed method was underpinned by
the Pragmatic Worldview Philosophy as the researcher conducted an investigation in a

situation where conclusions were deduced from quantitative and qualitative data. .

4.6 STUDY SITE

The study was conducted at Elangeni TVET College in KwaZulu-Natal. It consists of 8
campuses which are spread within the eThekwini Metropolitan region as Pinetown,
Mpumalanga, KwaMashu, Ntuzuma, KwaDabeka, Inanda, Ndwedwe and Qadi Campuses.
The head office is situated in Pinetown which is about 20km north east of Durban. This was
where the questionnaires and interviews were conducted. The campuses were visited to
ascertain whether recommendations as set out in the Risk Assessment Management Report
were implemented. The College has a student population of 6500 and 450 staff comprising
management, academic, administrative and general assistant personnel, (Elangeni TVET

College Strategic Plan: 2014-2019:8).

4.7 TARGET POPULATION

According to Welman et al. (2008:53), the target population is the complete collection of
cases from which a sample is extracted. Fox and Bayat (2007:52), refer to populations as
groups of events, individuals or objects which have a common characteristic which will
represent the total sum of objects or individuals involved in the research study. The target
population for this research study comprised the Institutional Management Team [IMT], staff
and student class representatives of the College. The IMT consists of the director [rector],
deputy directors, unit managers and campus managers. Unit and campus managers oversee

College operations.

4.8 SAMPLING METHOD

Sampling can be either probability or non-probability in nature. In the case of probability
sampling, each unit or element has an equal chance of being selected or included in the
sample, while in non-probability sampling, elements or unit have no opportunity of being part
of the sample, as pointed out by Welman et al. (2008:56). In this case study, probability
sampling utilizing stratified sampling was used. The reason for this is that the sample
comprised sub-populations or strata. The population is non-overlapping and homogeneous
regarding the investigation conducted, as put forward by Fox and Bayat, (2007:55). In this

research, the sample consisted of the different layers or structures of the College such as
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senior management, operational managers, staff and student components, where stratified
sampling was used. An advantage of stratified random sampling is that it consists of smaller
samples, thereby requiring less time and costs to conduct the investigation. However, the
sampling method that was implemented to draw a sample from the staff component was
random non-probability sampling. This was indicative of every staff member having an equal

opportunity of being selected.

4.9 SAMPLE AND SAMPLE SIZE

According to Foster (2010:387), a sample is a sub-set of the population. Sometimes
researchers have to limit their research to part of the population which is referred to as a
sample of the population, which is representative of the population, (Fox and Bayat,
2007:54). The sample in this research study comprised the management, staff and student
representatives of the College. Management is the personnel required in the planning for risk
management, and are the implementers of the risk strategy of the College. The staff and
student component are at the coal-face where risk management is effected operationally.
This sample ensured a high response rate as the samples were individuals who exercise a
greater degree of responsibility in College functionality. A high response rate was achieved
based on the ability to locate and identify the participants in the study. Hence, there was an
expectation that there would be a greater degree of participation in the data collection

process.

According to Fox and Bayat (2007:61), sample sizes depends on a number of considerations
such as the population size, homogeneity of the population, as well as the degree of reliability
required in the investigation, and the sampling method. Sample size is regulated by the
following significant factors:

e Different analysis that will be carried out;

e Tolerable degree of error which impacts on accuracy for estimates;

e Degree of confidence in data collected; and

e Size of the total population from where the sample is being drawn.
For this research study, the expected sample size was 93, comprising 90 questionnaires and 3
interviews. The table below depicts the numbers of expected sample size and actual samples

collected regarding the questionnaire survey.
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There were 79 questionnaires that were collected from the various respondents, as reflected in

the table below.

Table 4.1: Survey Sample

Categories Population Expected Actual
Sample Sample Collected
Size

Operational 15 15 14

Management

College Staff 450 50 45

Student Class | 190 25 20

Representatives

Total 655 90 79

The table is representative of the population sample that was part of a survey of 79
individuals who were issued with questionnaires, representing an overall response rate of

88%. Operational management had a return rate of 93% overall.

The table below depicts the interview schedule

Table 4.2: Interview Sample

Categories Population Expected Actual

Sample Size Sample Collected
Senior Management | 4 3 3
TOTAL 4 3 3

The table above represents the population sample that was part of the interview process,

representing a 100% return rate.
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4.10 DATA COLLECTION

For the purpose of this research investigation, the mixed method was implemented to collect
data, as it incorporates qualitative as well as quantitative data. This method has an advantage
as both types of data when collected can be analyzed separately, after which a comparison of
the results can be made to confirm or disconfirm each other, (Creswell: 2014:219). According
to De Vos (2001:6), research affords “a framework for practice activities such as the
systematic collection of data, use of inferences and discriminating evaluation of the outcomes

of one’s effort.”

Qualitative data was collected through semi-structured interviews with the senior
management personnel. During field work, the researcher compiled notes and tape recorded
the interviews, as there could have been other observations made which may have added
value during the data analysis process. Vithal and Jansen (2006:20) propose that a data
collection plan be generated taking into consideration data collection methods, research
parameters and research instruments to be used. The interview schedule is attached as
Annexure B. Semi-structured interviews were conducted where a schedule of themes and
questions were generated. This option was made available to allow the respondents to freely
respond to questions posed with a view to obtaining other information not requested in the
schedule of questions. When trends in responses from individuals occur, this could be vital
information that would not have been discovered if a structured interview option was
implemented. Respondents were free to participate as the study was voluntary and they were
free to withdraw from the study if necessary; however, one had to be cognizant of time
delays. Through the interview process, the respondents’ thoughts, feelings and experiences
were brought to the fore. These can contribute to the intensity of what is being discussed. The
interviewer elicits information from the interviewee, and must be aware and sensitive to the

people being interviewed as people expressed their feelings.

Quantitative data was gathered through a survey. Each College site was visited where
questionnaires were distributed by the researcher to the operational management, staff and
student components. The researcher explained to each group the process of completing the
questionnaire and provided clarifications where required. Welman et al. (2008:181)
emphasize the importance of being sensitive and ethical during an intervention process such
as data collection. Based on this statement, the literacy levels of the students were taken into

consideration as this should not create any challenges when collecting survey data. The data
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collection instrument was made simple to include closed questions where the respondent had
a range of answers from which to choose. The researcher met with the respondents in an
environment in which they felt comfortable and received a briefing on the research endeavor.
This led to greater ease in completing the survey by the respondents. With more respondents
being involved in the quantitative method as opposed to the qualitative option, the research
produced greater data, leading to meaningful statistical testing, as highlighted by Creswell
(2014:222). Annexure C, D and E represent questionnaires that were handed to the operations

managers, staff and student representatives respectively.

The interview schedule and the survey questionnaires were constructed with the following
core areas for research process, as reflected in Section B of the data collection instrument:

¢ Risk management environment;

e Risk identification;

e Risk assessment;

e Risk control;

¢ Risk monitoring; and

e Risk reporting.
Also, Section A for both data collection instruments contained the biographical information
of the respondents. Both instruments contained the aims of the research, and ethics issues
such as confidentiality of participation were highlighted in the consent letter. The respondents
were further assured through the provision of information relating to the research project
being ethically cleared by the University, as well as the research office contact details to
direct any queries. The consent letter ensured that the data collection process was fair and

non-obligatory regarding the participants.

Other forms of gathering data was used to source important and relevant College
documentation, which included:

e Risk management strategy;

e College strategic plan;

e College policies and procedures;

e Monitoring and evaluation reports;

e Monthly management reports;

o Client satisfaction surveys; and
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e Internal and external audit reports.
These documents focused on the themes being investigated. These documents [secondary
data] are known sources of information of which the focus group and individual interviewees
were aware. They were in a position to freely discuss aspects during the interview process,

thereby adding to the quality of information requested.

4.11 DATA QUALITY CONTROL

Validity refers to the accuracy achieved in the findings of the study. It is the extent to which
the research design and data collected allows the inquirer to draw accurate conclusions, as
formulated by Leedy and Ormrod (2005:219). Qualitative reliability contributed to the
relevance of the methodology that was pursued in the study. Data quality control can be
achieved by analyzing the feedback from respondents in accordance with the key questions
and objectives raised in the study, the findings and the use of methodological tools to gauge
statistical significance. The use of formulating themes when examining evidence provides a
convergence of several sources, adding to the degree of validity, (Creswell, 2014:201). The
researcher took cognizance of factors such as experimental procedures, treatments or the
experiences of the participants that can threaten validity and may result in incorrect
inferences being drawn about a population. Validity in quantitative research refers to
“whether the researcher can draw meaningful and useful inferences from scores on the

instrument, such as content validity”, as highlighted by Creswell (2014:160).

4.12 DATA ANALYSIS

This research attempt made use of thematic analysis used during the data analysis process.
Data analysis involves making sense of the data collected in order to gain information.
During the data collection process such as interviews and focus group discussions, field notes
were made by hand and recordings were made. The notes and recordings needed to be
processed in order to generate conclusions from the information, for example through theme
identification. This can be described as “umbrella” constructs where one looks for word
repetitions and keywords, according to Welman et al. (2008:212). Data analysis for research
involved the organizing of details in a specific way, such as in chronological order. Data was
clustered into specific groups. The data was then interpreted for statistical significance.
Patterns were identified for specific themes and the overall analysis was constructed to draw
conclusions. The research looked into convergence of data which could have arisen during

the data collection process, (Leedy and Ormrod 2005:136).
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The data collected from the responses was analyzed with Statistical Package for the Social
Sciences (SPSS) version 24.0, which is a software program. Data was entered into a
computer-based file where data file formats have a range of software-analysis packages. The
data file contained data which were collected from each question stored in columns;
individual collection of responses was stored in rows. The data is then entered as numeric
codes with matching labels for each variable description and group labels are attached. The
survey data was designated using tables and graphs. Data was also categorized as individual
sets or a description of variable relationships. Statistical techniques estimated population
parameters, group differences and statistical significance, as outlined by May (2011:122).
Reliability and validity of the data was done using Cronbach’s Alpha and Bartlet’s Test of
Specificity. Factor analysis was implemented to make reliable sense through data reduction.

The statistical analysis terminologies are expanded on below:

e Statistical Package for the Social Sciences (SPSS) version 24.0 is a software program
used for statistical analysis in the social science field. Arkkelin (2014:2) points out
that SPSS is applied to undertake “statistical data analysis” and allows various forms

of data transformations, analysis and output.

e Cronbach’s alpha is a quantity widely applied to measure validity and reliability of
assessments to increase the accuracy of evaluations and is represented by a.
Coefficient values between 0.70 and 0.95 are regarded as acceptable, as purported by
Tavakol and Dennick (2011:53).

o Factor analysis is a statistical technique regarding observable and measurable
variables whose main goal is to reduce data to identify common variances among
variables. Yong and Pearce (2013:80) refer to these variables as “hypothetical

constructs”.

e Kaiser-Meyer-Olkin [KMO] and Bartlett's Test of Sphericity are tests undertaken to
measure whether the correlations of data are organized in a manner that facilitates
factor analysis. Kaiser-Meyer-Olkin Measure of Sampling Adequacy values ranges
from 0 to 1 with values closer to 1 signifying superior appropriateness, as

recommended by Heilig (2013:102).
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The principle component analysis was used as the extraction method, and the rotation method
was Varimax with Kaiser Normalization for effective interpretation of data. Yong and Pearce
(2013:84) point out that the orthogonal technique utilizing Varimax rotation “minimizes the
number of variables having high loadings on each factor and works to make small loadings

smaller”.

Hypothesis testing was conducted which comprised conducting statistical tests usually
beginning with a claim or theory about a population or parameter. Where the population
parameter is equal to the claimed value, this is referred to as Null Hypothesis. If this is
untrue, then something else must be true and is referred to an Alternate Hypothesis, as

outlined by Levine, Ramsey and Smidt (2001:393).

Fisher’s Test Exact was implemented. The Chi-squared test is applied when sample sizes are
large where an exact testing method is required. In this study the heterogeneous population
was separated into strata resulting in “stratified analysis” and an enhanced testing influence
as recommended by Jung (2014:129). A Kruskal-Wallis test was undertaken which “tests
whether the mean ranks are the same in all groups”. McDonald (2015:61) states that this test
utilizes a “nominal variable and one ranked variable” and the null hypothesis reflects that

“the mean ranks of all the groups are the same”.

In order to analyze whether there was a relationship between two or more variables, bivariate
correlation was effected. Bivariate correlation “examines the correlation or relation between
two variables. It provides information about the strength of a relationship [from uncorrelated,
when the correlation is zero, to perfectly correlated, when the correlation is positive or
negative one] and the direction of the relationship [positive or negative]” as suggested by
Lomax and Li (2013:29). Lastly, there was the determination of the p-values which is central
to communication of statistical outcomes. It is stated that the p-value is a “measure of
discrepancy of the fit of a model or null hypothesis and is a continuous measure of evidence”,

Gelman (2013:70).
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4.13 ETHICAL CONSIDERATIONS

De Vos (2001:24) refers to ethics as a collection of “moral principles suggested by an
individual or group which is accepted, providing rules and behavioural expectations about
correct conduct” and in this case towards the respondents. Also, Fox and Bayat (2007:148)
refer to ethical considerations as a process dealing with seeking permission or informed
consent from individuals participating in the research through a process of questioning,
interviews or observations. According to Welman and Kruger (1999:181), ethical

considerations become very important during the following stages of research:

e During the recruitment of participants;
e During a measurement process to which they may be subjected; and

e During the issue of acquired results.

With regard to this research investigation, permission was sought from the director of the
College to undertake research into the effectiveness of the risk management strategy in the
College. The director was informed as to the nature of the investigation to ensure that
confidential and sensitive information would not be considered. The College management
which constitutes the sample for the research was informed on what was required from them
in the investigation; therefore their permission to be part of the research was sought through
the gatekeeper’s letter. They were informed that for any reason should they feel
uncomfortable during the research, and if they wanted to withdraw from the process of
consultation, that it was their prerogative to do so without any prejudice. This voluntary

aspect was in keeping with the University’s policy for postgraduate research.

The participants will remain anonymous. Their confidentiality and privacy was assured
through the use of an agreement document between themselves and the researcher.
Importantly, permission was sought from the University of KwaZulu-Natal Ethics

Committee, together with a gatekeeper’s letter from the TVET College.
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4.14 CONCLUSION

This chapter expounded on the research framework implemented as a broad discussion on the
research aims, method and approach. There was a description of the sample methods applied
and the sample population utilized. The data collection process and data analysis method was
described with an understanding of the ethical considerations during the research process.
Through the application of the case study, the researcher was able to understand “first-hand”
the actual implementation of risk management in a TVET College. The use of the mixed
methods approach aided the researcher in collecting data through various means which
enriched the research process. The chapter that follows represents a comprehensive analysis

of the data collected through the mixed methods research approach.
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CHAPTER FIVE

RESEARCH FINDINGS, ANALYSIS AND DISCUSSION

5.1 INTRODUCTION

This chapter presents the results and discusses the findings obtained from the questionnaires
and interviews in this study. May (2011:121) advises that after collecting data from
questionnaires, it is important to analyse them by generally utilizing statistical analysis
software packages. The data collected from the responses was analysed with SPSS version
24.0. The results present the descriptive statistics in the form of graphs, cross tabulations and
other figures for the quantitative data that was collected. Inferential techniques include the
use of correlations and Chi-Square test values, which are interpreted using the p-values. The
questionnaire was the primary tool that was used to collect data and was distributed to student
class representatives, staff and operational managers at the TVET College. Data was also

gathered through interviews that were conducted with the College senior management.

5.2 QUANTITATIVE SAMPLE ANALYSIS

In total, 90 questionnaires were dispatched. However, 79 were returned, which produced an

88% response rate. The table below illustrates the distribution of the questionnaire sample:

Table 5.1: Questionnaire Distribution

Categories Sample Actual
Size Surveys Conducted
Operational Management 15 14
College Staff 50 45
Student Class | 25 20
Representatives
Total 90 79
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The illustration below depicts the percentage distribution of the questionnaire survey sample,
where it is observed that the highest percentage is represented by the staff category of 57%.
This is significant for the research: the staff are at the coal-face of operations where they

implement management decisions.

Table 5.2: Survey Percentage Distribution

Frequency Percent
Staff 45 57
Students 20 25
Management 14 18
Total 79 100

There were 3 interviews that were conducted with the College senior management.

5.3 THE RESEARCH INSTRUMENT

The questionnaire research instrument consisted of 40 items, with a level of measurement at a
nominal or an ordinal level. The questionnaire was divided into 6 sections which measured

various risk themes deemed pertinent for the study, and the discourse on risk management, is

illustrated.
A- Biographical data
B - Understanding the Setting and Control Environment
C- Risk Identification
D - Risk Assessment
E - Risk Control
F- Risk Monitoring
G- Risk Reporting

5.3.1 Reliability of Statistics

The two most important aspects of precision are reliability and validity in research.
Reliability is computed by taking several measurements on the same subjects. Cronbach’s
Alpha is a quantity used to evaluate the “reliability or internal consistency” of test items

where a reliability coefficient of 0.70 or higher is considered as “acceptable”,
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The table below reflects the Cronbach’s Alpha score for all the items that constituted the

questionnaire.

Table 5.3: Cronbach’s Alpha Score

Section Number of ltems Cronbach's Alpha

B Understandi.ng the Setting and 12 of 12 0,873
Control Environment

C Risk Identification 50f 5 0,882

D Risk Assessment 6 of 6 0,826

E Risk Control 6 of 6 0,856

F Risk Monitoring 6 of 6 0,895

G Risk Reporting 50f5 0,908

The reliability scores for all sections as above exceeded the recommended Cronbach’s Alpha
value of 0.70. This indicates a high degree of acceptable, consistent scoring for these sections
of the research. Therefore, these scores are suggestive of reliable data that was amassed for
the quantitative part of the research adding accuracy significance to the inferences and

conclusions drawn about the implementation of the risk management strategy in the College.

5.3.2 Factor Analysis

Factor analysis is a statistical technique whose main goal is data reduction to identify
associations among variables. The objective of this analysis is to detect factors which

underlie the variables.

The matrix tables are preceded by a summarised table that reflects the results of Kaiser-
Meyer-Olkin [KMO] and Bartlett's Test of Sphericity which are statistical assessments for the
overall significance of all correlations or associations in a correlation matrix The requirement
is that Kaiser-Meyer-Olkin Measure of Sampling Adequacy should be greater than 0.50 and
Bartlett's Test of Sphericity less than 0.05,
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In all instances, the conditions were satisfied which allowed for the factor analysis procedure.
Factor analysis is done only for the Likert scale items. Certain components are divided into

finer components. This is referred to below in the rotated component matrix.
5.3.3 KMO and Bartlett's Test

Table 5.4: KMO and Bartlett's Test

Kaiser-Meyer-Olkin Bartlett's Test of Sphericity
Measure of Sampling )
. . Approx. Chi- .
Ad
Question  Section equacy Square df Sig.
B Understand[ng the Setting and 0793 380,539 66 0.000
Control Environment
C Risk Identification 0,862 206,564 10 0.000
D Risk Assessment 0,742 185,583 15 0.000
E Risk Control 0,819 216,682 15 0.000
F Risk Monitoring 0,865 267,634 15 0.000
G Risk Reporting 0,810 290,982 10 0.000

All of the conditions are satisfied for factor analysis as the Kaiser-Meyer-Olkin Measure of
Sampling Adequacy value is greater than 0.50, and the Bartlett's Test of Sphericity
significance value is less than 0.05. This was significant as an analysis of the risk variables
for operational risk produced reliable and valid data, enabling accurate inferences concerning

risk management implementation in the College.
5.3.4 Rotated Component Matrix

Principle component analysis was used as the extraction method, and the rotation method was
Varimax with Kaiser Normalization. This is an orthogonal rotation method that minimizes
the number of variables that have high loadings on each factor. It simplifies the interpretation
of the factors. Factor analysis shows inter-correlations between variables. Items of questions
that loaded similarly imply measurement along a similar factor. An examination of the
content of items loading at or above 0.5 was effectively measured for the various risk

variables.
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By referring to Annexure F, the objective statements that constituted C, D, E, F and G loaded
perfectly along a single component. This implied that the statements that constituted these
sections perfectly measured what it set out to measure, as in these cases scores achieved were
above 0.5. It was noted that the variables that constituted Section B loaded along 2
components (sub-themes). This meant that respondents identified different trends within this
section. Within the section, the splits were colour-coded. The sub-themes generated are
probable based on Section B being diverse in nature. The statements highlighted in blue are
associated to the organizational structure linked to policies and procedures, while the
statements linked to yellow are associated to stakeholder roles, risk culture and operations. It
is observed that 5 of the 6 sub-themes loaded along a single component signifying precision
and unambiguity regarding the survey statements. This ensured that the feedback from the
respondents was clear, providing accurate responses about the risk function in the College
and affording the researcher the capacity to deduce exact and consistent conclusions

regarding the research findings.

5.4 BIOGRAPHICAL DATA ANALYSIS

This segment referred to as Section A summarises the biographical characteristics of the
survey respondents. The table below indicates the staff and management occupation

proportions in the College.

Table 5.5: Staff Occupation Percentages

Group
Staff Management Total
Occupational Academic Staff Count 36 0 36
Eestel % within 80,0% 00%  61,0%
Group
Support Staff Count 9 0 9
% within 20,0% 0,0% 15,3%
Group
Unit Manager Count 0 6 6
% within 0,0% 42,9% 10,2%
Group
Campus Count 0 8 8
METEEET % within 0,0% 571%  13,6%
Group
Total Count 45 14 59
% within 100,0% 100,0% 100,0%
Group
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Approximately two-thirds of the College staff constituted academic staff [61%], while the
remaining staff constituted support staff [39%], including management personnel. Amongst
the managers, 42.9% were Unit Managers and 57.1% were Campus Managers. The high
percentage [61%] representative of academic staff was beneficial to the research as this
component of staff is at the “coal-face” of College operations. They observe such operational
activities regularly and recognized the risk exposure of the College. For both categories, the

differences observed were significant (p < 0.001).

The student sample consisted of respondents from the following faculties.

Table 5.6: Student Faculty Distribution

Group
Students Total
Academic Engineering Count 7 7
S % within 350%  350%
Group
Business Count 7 7
% within 35,0% 35,0%
Group
Skills Count 6 6
% within 30,0% 30,0%
Group
Total Count 20 20
% within 100,0% 100,0%
Group

The table above shows even distribution across the 3 categories of academic study where the
numbers of respondents from the different faculties were not significantly different (p =

0.308). This reflected a balanced response from the 3 academic faculties.

130



The figure below compared the gender distribution within the groups.

Figure 5.1: Gender distribution
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College staff and management groupings had more female respondents. This could be
attributed to the College’s recruitment policies which consider gender equity targets.
However, for the student grouping, there was equal gender distribution which could be based
on Colleges nationally promoting females in engineering disciplines to support gender equity
in the labour market. The difference in the numbers between gender was not significant

(Fisher’s Exact p = 0.929).

The table below indicates the number of years that staff are employed at the College.
Table 5.7: Years Employed at College

Group
Staff  Management Total
1-5 Count 17 1 18
% within Group 37,8% 71% 30,5%
6-10 Count 14 4 18
% within Group 31,1% 28,6% 30,5%
11-15 Count 3 3 6
% within Group 6,7% 21,4% 10,2%
No. of years in the TVET
College sector 16-20 Count 2 3 5
% within Group 4,4% 21,4% 8,5%
>20 Count 9 3 12
% within Group 20,0% 21,4% 20,3%
Total Count 45 14 59
% within Group 100,0% 100,0% 100,0%
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Management staff [92%] was in employ for more than 5 years compared to 62.2% of the staff
component. There was a high percentage [37.8%] of staff in the employ of the College for
less than 5 years. It was observed that 61% of College personnel [staff and management]
were employed for less than 11 years (Fisher’s Exact p = 0.006). Overall, this indicates that
respondents had been in employ for a while, also a useful fact as it indicates responses from

experienced workers.

The distribution of the students by age group is shown below.

Table 5.8: Student Age Groups

Group
Students Total

Age 16— 18 Count 3 3
Group % within Group 150%  15,0%
19 - 21 Count 9 9

% within Group 45,0% 45,0%

> 21 Count 8 8

% within Group 40,0% 40,0%

Total Count 20 20
% within Group 100,0% 100,0%

The bulk of the students [85%] were 19 years and above. This was reflective of the age
maturity of this group of respondents. Only a small percentage, 11.1%, was below 19 years of

age. The difference in the spread of respondents is significant (Chi-Square p-value = 0.042).
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The table below reflects the combined tables of the qualifications for the different groups.

Table 5.9: Combined Qualifications Distribution

Group
Staff Students Management Total
Certificate Count 2 0 0 2
% within 4,4% 0,0% 0,0% 2,5%
Group
Diploma Count 12 0 1 13
% within 26,7% 0,0% 7.1% 16,5%
Group
Higher Count 5 0 0 5
Diploma % within 11,1% 0,0% 0,0% 6,3%
Group
Degree Count 8 0 3 11
% within 17,8% 0,0% 21,4% 13,9%
Highest Group
Qua”fication Post Count 18 0 10 28
Graduate % within 40,0% 0,0% 71,4% 35,4%
Group
Grade 12 Count 0 10 0 10
% within 0,0% 50,0% 0,0% 12,7%
Group
Grade 11 Count 0 7 0 7
% within 0,0% 35,0% 0,0% 8,9%
Group
Other Count 0 3 0 3
% within 0,0% 15,0% 0,0% 3,8%
Group
Total Count 45 20 14 79
% within 100,0% 100,0% 100,0% 100,0%
Group

It is noted that 57 of the 79 respondents have a tertiary qualification. It is seen that 71.4% of
the management have a post graduate qualification, while 40% of staff have the same
qualification. The number of staff with diplomas comprises 26.7% while 58.3% of the student
representation has a grade 12 qualification. Importantly, 84.6% of the respondents have a
grade 12 and higher qualification which is representative of high literacy levels amongst the

respondents.

5.5 RISK STRATEGY IMPLEMENTATION ANALYSIS
This section analyses the scoring patterns of the respondents per variable per section
regarding the risk strategy implementation. Results are presented using the mean scores for

each statement for each group. Results are then further analysed according to the importance
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of the statements. To determine whether the scoring patterns per statement were significantly

different per statement between the groups, a Kruskal Wallis test was done.

Hypothesis testing comprises conducting statistical tests usually begins with a claim or theory
about a population or parameter. The null hypothesis claims that the patterns across the
groups are similar. The alternate states that there is a significant difference between the
scoring patterns. The highlighted significant values (p-values) are less than 0.05 (the level of
significance), implying that the distributions were not similar. This therefore relates to the

differences between the way respondents scored by the group as significant.

5.5.1 Analysis of “Understanding the Setting and Control Environment of Risk”

This section deals with the sub-themes relating to “Understanding the Setting and Control
Environment of risk” referred to as Section B. The table below summarises the scoring mean

patterns and the significance of the differences as tested.

Table 5.10: Kruskal Wallis Analysis of Understanding the Setting and Control

Environment of Risk

Kruskal
Wallis

Staff Students Management p-value
An operational environment scan was done before the

. e . B1.1 3,2 2,9 3,5 0,094
identification of risks

College has a risk management policy B1.2 3,8 3,3 3,6 0,074
College has risk management procedures B1.3 3,7 3,4 3,6 0,213
Presence of an organizational structure for risk B14 36 2.7 3.9 0,001
management

College has clear roles and responsibilities for risk B15 35 3.3 3.8 0,121
management

As a relevant §takeholder, | was made aware of risk B16 3.4 2.4 43 0,000
management in the College

College has established a risk culture B1.7 3,3 2,3 3,4 0,000
Risk management has enabled effective College B18 36 2.7 33 0,001
operations

Continuous gperatlonal improvement has resulted B19 3.4 2.7 3.4 0,005
through the risk strategy

College environment is generally stable B1.10 3,5 2,8 3,5 0,034
Risk management has enabled an improvement in B1.11 33 2.8 2.9 0,033
pass rates

Risk management has resulted in successful audit B112 35 2.4 35 0,000
processes

134



Figure 5.2: Mean Scores of Understanding the Setting and Control Environment of Risk
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It is noted that the student scores are lower than those for staff for all statements.
The following patterns are observed:

e 5 of'the 12 statements show higher means for Management than for Staff
e 4 statements have higher means for staff than Management
e Staff and management had same scores for 3 statements
e The response of the Management is significantly high for 1 variable [B1.6]
e For variable B1.12, B1.3 and B1.8, Staff means are higher than the Student and
Management mean values
e There is close correlation between the Staff and Management means at B1.3, B1.7,
B1.9,B1.10 and B1.12.
More that half [8/12] of the statements had responses that were dis-similar from the
respondents. This represented a variation regarding the perceptions of the statements from the

respondents. Nearly half the statements as above have high means for Management because
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of stakeholder representation being involved in the development of risk processes in the
College. This re-inforces support for environmental scan, risk organizational structure, clear
roles and responsibilities and stakeholder involvement by the Management. B1.6 is
significantly high for management as all management were involved in developing the
College risk register, resulting in the validity of this score. Student scores are low for all
variables as a result of them not being aware of risk management in the College, reflected by
a mean of B1.6. Staff and Management concur with statements B1.9, B1.10 and B1.12,
reflected by equal means. Both these respondents believe that the College risk management
processes have resulted in continuous operational improvement, successful audits and a
generally stable College environment. In order to improve risk management functions, the
senior management needs to improve risk communication to all College stakeholders.
Haubenstock (2003:257) is supportive of this view where the author states that staff need to
understand the communications procedures regarding risk reporting and decision-making for

the establishment of a risk management culture.

5.5.2 Analysis of Risk Identification

This analysis deals with the sub-themes relating to “Risk Identification” referred to as Section
C. The table below summarises the scoring patterns and the significance of the differences as

tested.

Table 5.11: Kruskal Wallis Analysis of Risk Identification

Kruskal
Wallis
Staff Students Management p-value
StakghoIQer representatives were part of risk c2.1 34 2.0 3.8 0,000
identification development
Risk |dept|f|c§t|op method, e.g. a workshop, was c2.2 3.4 25 41 0,000
used to identify risks
Aims apd objectives for risk identification was c23 35 27 3.9 0,000
determined
Stratgglc aqd opergtlonal epyqunments were C2.4 35 27 3.9 0,000
considered in the risk identification process
Presence of a structured approach of the risk c25 3.4 26 3.6 0,000

identification process
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Figure 5.3: Mean Scores of Risk Identification
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e For all sub-themes, Student means were the lowest.

e The means for Management are the highest for all variables

e The Staff means are all consistent at 3.4 and 3.5

e The mean for 2 variables [C2.3 and C2.4] for Management are the same at 3.9

e The Kruskal Wallis p-values show that there are significant differences between all

sub-themes

The means for Management are highest for all the above variables because only management
is involved in the risk identification process. It is noted that Students means are low for all
means as Students were not involved in identifying risks. C2.3 and C2.4 are same for
Management, which validate their opinion about risk aims, considering the strategic
environments for risk identification given their participation in the process of risk
identification. By verifying a risk workshop attendance with a senior manager, Staff
representation were not part of the risk workshop and risk identification process, which is
contrary to what Young (2008:49) recommends (risk management necessitates the
involvement of staff at the lowest levels of the organization as they can identify and
categorize risk exposure within their areas of responsibilities). The College should ensure that

its stakeholders are involved in risk identification processes which would enable effective
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risk management. This is reflected in varied means amongst the respondents regarding all

statements for the risk theme.

5.5.3 Analysis of Risk Assessment

This section relates with the sub-themes involving “Risk Assessment” referred to as Section
D. The table below summarises the scoring patterns and the significance of the differences as

tested.

Table 5.12: Kruskal Wallis Analysis of Risk Assessment

Kruskal
Wallis
Staff Students Management p-value
Recei.ved capacity building in order to assess risks D3.1 33 24 26 0,001
effectively
Significance of the risk in relation to the financial D3.2 33 27 3.4 0,010
loss was considered
R|sks were profiled according to frequency and its D3.3 3.4 29 3.4 0,025
impact
Identified risks were quantified and rated D3.4 3,3 2,7 3,9 0,000
_Risk assessment framework was identified and D3.5 34 27 38 0,000
implemented
College has assessed its risks D3.6 3,5 2,8 3,7 0,002

Figure 5.4: Mean Scores of Risk Assessment
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The following observations can be made:

e For all sub-themes, Student means were also the lowest

e The means for Management are the highest for 4 variables

e The means for 1 variable [D3.3] are the same for Staff and Management

e The mean for 1 variable [D3.1] regarding Staff is higher than Management

o The Kruskal Wallis p-values show that there are significant differences between all

sub-themes

There are varied means amongst the respondents regarding all statements for this risk theme,
suggesting significant relationships between the respondents. It is observed that the mean for
Management was the lowest concerning receiving capacity building to assess risk, which is
conflicting since all Management participated in a basic risk management workshop. Four of
the six variables have means highest for Management re-enforcing the skills that were learnt
during the risk workshop. Both Staff and Management agree that risks were profiled
according to frequency and impact. This is significant for the College, where staff are aware
of the risk exposure. This profiling of risk according to frequency and impact is in agreement

with the recommendations of the authors, Blunden and Thirwell (2010:77).
5.5.4 Analysis of Risk Control

This sectional analysis deals with the sub-themes relating to “Risk Control” referred to as
Section E. The table below summarises the scoring patterns and the significance of the

differences as tested.

Table 5.13: Kruskal Wallis Analysis of Risk Control

Kruskal
Wallis
Staff Students Management p-value
Awareness of controlling operational risk E4.1 3,5 3,0 3,6 0,011
ESIT('; control measures are in place to manage E4.2 35 3.2 34 0,400
Action plans exist to mitigate or eliminate risks E4.3 34 3,2 3,3 0,546
Risk financing has been considered as part the E4.4 33 27 32 0,017
budget process
Risk gontrols are monitored and reviewed for E45 34 25 36 0,000
effectiveness
Presence of oversight structures to control risks E4.6 3,5 2,9 3,4 0,031
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Figure 5.5: Mean Scores of Risk control
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The following observations can be made:

e The means for Management are highest for only 2 of the 6 variables
e The means for 4 of the 6 variables for Staff were highest
e The mean for Staff was the same for 3 variables at 3.4 and the other means were at
3.5, signifying consistency in responses
e For all sub-themes, Student means were the lowest
e The Kruskal Wallis p-values show that there are significant differences for 4 of the 6
sub-themes
The mean for Management is highest concerning awareness of controlling risk which is based
on management attending a risk workshop. It is noted that students means are all low, re-
enforcing the issue that this stakeholder has not been made aware of risk processes in the
College. The mean scores for Staff show consistent values relating to their being aware of
risk control activities in the College. It is also unusual that in some cases Staff means were
higher than Management’s mean values. This could be based on Staff being aware of the
College’s policies and procedures which is a risk control mechanism. This sub-theme reflects
varied means amongst the respondents regarding all statements for the risk theme. The
College’s development of operational policies and procedures is supported by Young
(2008:96), who suggests that internal controls allow an observance to management’s policies

and procedures for the accomplishment of efficient and effective work processes.
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5.5.5 Analysis of Risk Monitoring

This unit analysis deals with the sub-themes relating to “Risk Monitoring” referred to as
Section F. The table below summarises the scoring patterns and the significance of the

differences as tested.

Table 5.14: Kruskal Wallis Analysis of Risk Monitoring

Kruskal
Wallis
Staff Students  Management p-value

College structures are in place to monitor risks F5.1 3,5 2,9 3,6 0,003
Received capacity building on risk monitoring F5.2 3,3 2,8 2,9 0,016
;rbi\:ll(asreness of measurement of operational F5.3 3.4 29 34 0,029
Awareness of risk monitoring F5.4 3,5 2,8 3,5 0,008
Ability to identify new risks through risk
monitoring F5.5 3,4 2,8 3,5 0,008
Risk monitoring has enabled proactive College F5.6 35 27 33 0,001
management

Figure 5.6: Mean Scores of Risk Monitoring
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The following observations are deduced:

e The means for Management are highest for only 2 of the 6 variables
e The means for 2 of the 6 variables for Staff were highest
e The mean for Staff and Management was almost the same for 4 variables
e For all sub-themes, Student means were the lowest and were the same for 3 variables
at2.8.
e The Kruskal Wallis p-values show that there are significant differences for all of the 6
sub-themes
Management means were high relating to some College structures being in place to monitor
risk and new risks being identified during risk monitoring. These responses could be based on
the nature of work that management is involved in where such conclusions can be made.
There is consistency in the means of Staff and Management, based on these respondents
being aware of internal operational audits being undertaken by the Quality Management unit.
Management’s mean is highest for F5.5, where they agree that risk monitoring enables new
risks to be identified. This perception is supported by the view of Valsamakis et al
(2013:143), who refers to risk monitoring as an “early warning system” that makes
organizations aware of new risks, thereby prompting proactive control measures. Student

scores are the lowest due to their being unaware of risk processes in the College.

5.5.6 Analysis of Risk Reporting

This segment deals with the sub-themes relating to “Risk Reporting” referred to as Section G.
The table below summarises the scoring patterns and the significance of the differences as

tested.

Table 5.15: Kruskal Wallis Analysis of Risk Reporting

Kruskal
Wallis
Staff Students Management p-value
Presence of risk reporting mechanisms to track risk G6.1 35 28 31 0,001
management progress
Evidence of regular risk reporting from G6.2 33 27 31 0,045
management
Discussions in meetings of risks from the risk report G6.3 3,3 2,7 3.4 0,009
Evidence of a format for risk reporting G6.4 3,4 2,8 3,0 0,004
Awareness of risk management progress G6.5 34 2,7 3,2 0,000
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Figure 5.7: Mean Scores of Risk Reporting

M Staff M Students ® Management

3 - < < <
o - ” - - N
— i [a2]
) 2 3
Dq 0
G6.1 G6.2 G6.3 G6.4 G6.5

The following observations are inferred:

e The mean for Management was highest for only 1 of the 6 variables [G6.3]
e The means for 4 of the 6 variables were highest for Staff
e For all sub-themes, Student means were the lowest and were almost the same for all
variables at 2.7 and 2.8
e Two sets of means for Staff were constant at 3.3 and 3.4
e The Kruskal Wallis p-values show that there are significant differences for all of the 5
sub-themes
The mean score for Management concerning G6.3 is the highest since it is the responsibility
of management to have meetings and discussions where operational challenges are addressed,
which could relate to risk exposure. It is noted that there are significant differences between
the respondents among the variable. This could impact negatively on College processes since
all College stakeholders need to be aware of the reporting of risks and the risk exposure of
the College. It is through stakeholder participation that the risk management processes to
enable College operations could be improved. This view is supported by Blunden and
Thirwell (2010:21), who recommend the development of a reporting culture and a common
organizational risk language. This is an important aspect for due consideration by the College

management.
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It can be deduced that by analysing the Kruskal Wallis scores concerning the six risk strategy
themes, that:

e “Understanding the Setting and Control Environment” has significant differences
among the respondents concerning 8 of its 12 sub-themes;
e Regarding “Risk Identification”, all 5 variables have significant differences among
respondents;
e “Risk Assessment” has significant differences among all the respondents of the 6
sub-themes;
e “Risk Control” has noteworthy differences among the respondents in 4 of its 6 sub-
themes;
e “Risk Monitoring” has substantial differences in all 6 of its sub-themes among the
respondents; and
e Regarding “Risk Reporting” all 5 sub-themes have vital differences among the
respondents.
This translates to 34 of the 40 or 85% of the sub-theme variables having significant
differences among the survey respondents, who provided different variations on their
perceptions of the statements comprising the 6 risk strategy themes. This infers that there is a
lack of consensus among the respondents regarding their responses. This was representative
of significant variations in mean values of the respondents on the establishment of a College
risk culture which has a Kruskal Wallis p-value of 0.000. Varied responses were reflected
where the respondents scored differently regarding their awareness of the College risk
strategy, which corroborates why 85% of the responses varied significantly amongst the
respondents. This finding links with 1.7 of Annexure G [Survey Cross-tabs], where 41.8%
were unsure about the risk management culture in the College. There is an absence of a
common vision regarding the risk strategy and hence the lack of consensus among the
respondents. Sixty-two percent of these respondents were unsure about an operational scan
being undertaken before the risk identification process, which represents a relatively high
amount of stakeholders not being sure about the preliminary steps of risk management being
implemented. By analysing the risk strategy using mean value and the Kruskal Wallis scores
and comparing these scores to survey cross-tabs findings, it is inferred that the risk
management strategy is ineffectively implemented in the College. This is an important

finding for the College’s oversight role.
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5.6 HYPOTHESIS TESTING

The traditional approach to reporting a result requires a statement of statistical significance. A
p-value is generated from a test statistic. A significant result is indicated by the Fisher's Exact
Test with "p < 0.05". This therefore implies that all values with p-values more than 0.05 do
not have a significant relationship between the respondents. A second Chi-Square Test was
performed to determine whether there was a statistically significant relationship between the
variables (rows versus columns). The null hypothesis states that there is no association

between the two. The alternate hypothesis indicates that there is an association.

Annexure G represents the survey cross-tab rating information for all 3 respondents in the
questionnaires and how they reacted to each risk variable from the 6 main risk objective
themes. Each respondent was allocated a percentage value in support of responses ‘strongly
disagree’, ‘disagree’, ‘unsure’, ‘agree and °‘strongly agree’. Each set of response was
allocated a Fisher’s Exact p-value which referred to or represents the level of significance of
the relationships of the respondents in relation to the response of each risk variable from the 6
main risk themes. As an example, the Fisher's Exact Test p-value between “College has
assessed its risks” and “Group” is 0.003 which is less than 0.05. This means that there is a
significant relationship between the responding variables. The group of the respondents
played a significant role in terms of how they viewed that the College has a risk management
policy, as significant variations in their responses were observed. After Annexure G [Survey
Cross-tabs] was analysed, it was observed that from the 40 statements that the survey
respondents had to answer, only 4 statements revealed that there was no significant variation
between the respondents based on the p-values being more than 0.05. This meant that there
were common responses or perceptions that were common for 4 risk sub-themes amongst the
respondents. The risk statements that reflect no significant variations amongst the

respondents which represent a common view or perception are as follows:

e An operational environment scan was done before the identification of risks;

e College has a risk management policy;

e College has risk management procedures; and

e College has clear roles and responsibilities for risk management; and
From 40 risk statements about the College, respondents shared a common perception on only
4 of these variables. This implies that 90% of the risk statements have significant variations

in the way the survey respondents viewed the risk variables. Through the survey cross-tab
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analysis it is also found that the risk management stakeholders do not have a common
understanding about the risk management function in the College. It is representative of a
fragmented approach lacking a common impetus for the risk strategy. Young (2008:96) states
that the risk management structure together with its systems is fundamental to the risk
function. Through the analysis, it has been established that the survey respondents provided a
variation in responses on 90% of the risk statements concerning risk management
implementation in the College. This is representative of a weak risk management system

within the College, which confirms the findings from the Kruskal Wallis Test findings.

5.7 CORRELATIONS

Bivariate correlation was also performed on the (ordinal) data. The results are found in the

data sheet as Annexure H. The results indicate the following patterns:

e Positive values indicate a directly proportional relationship between the variables;

e A negative value indicates an inverse relationship; and

e All significant relationships are indicated by a * or **.
As an example and by viewing the staff correlations, the correlation value between “The
College has risk management policy” and “College has risk management procedures” has a
correlation value of 0.845**  This is a significantly related relationship. Respondents
indicate that through a risk management policy, risk management procedures would be

enabled. The responses from the survey participants are analysed below.

By referring to Annexure H and regarding the staff responses concerning “An operational
scan was done before the identification of risks” and the “College has clear roles and
responsibilities for risk management” has a correlation value of 0.301%*, indicating a
significant relationship as to how Staff perceive these variables. It is also observed that there
are only 2 positive correlation values indicating directly proportional relationships. As an
example, “An operational scan was done before the identification of risks” and “Staff
stakeholder representatives were part of risk identification development” has a value of 0.241
which relates to a direct proportionality. This indicates that based on the roles being clear, an
operational scan was undertaken. Apart from the 2 positive values, the rest of the
relationships between all the variables for the staff analysis are significant as they are

represented by * and **. As an example, by referring to “College structures are in place to
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monitor risks” and “Awareness of risk monitoring” which has a value of 0.669**, this
indicates a significant relationship implying that through the risk management structures,
staff would become aware of risk monitoring activities. It is also noted that there is an
absence of negative correlation values which indicates that there are no inverse relationship
perceptions. Notably, the Staff correlation scores reflect significant perceptions about the
relationships between the risk variables which are valuable for the research, as this projects a

positive outlook for risk implementation in the College.

By referring to the responses from the Student representation in Annexure H and regarding
“An operational scan was done before the identification of risks” and “College has clear roles
and responsibilities for risk management”, a correlation value of 0.263 representing a direct
proportionality relationship by the respondents was noted. The correlation value between
“The College has risk management policy” and “College has risk management procedures”
has a correlation value of 0.008. This is representative of a positive relationship, unlike the
response by staff which reflected a significant relationship. It is also noted that there is a

small proportion of correlations between variables having significant relationships.

As an example, “Risk control measures in place to manage risk” and “College structures are
in place to monitor risk” has a value of 0.584**, having a significant relationship. This
relates to risk control measures being managed through College risk structures. By referring
to “College has risk management procedures” and “Action plans exist to mitigate or eliminate
risks”, a value of 0.334 indicates a positive relationship, implying that the risk management
procedures would enable action plans to be developed; these variables have a direct
proportional effect on each other. An example of an indirect relationship is expressed by
“Presence of an organizational structure for risk management” and “Awareness of risk
monitoring progress” having a correlation value of -0.375. It can be interpreted that an
organizational structure does not necessarily lead to an awareness of risk monitoring progress
among Student respondents. There were many correlations that produced inverse relations
among the risk variables regarding Students’ perceptions on risk. This links to the Survey
Cross-tab scores which reflect that 20% strongly disagreed about being made aware of risk
management in the College, whilst 25% were unsure and 40% disagreed that they were made
aware of risk management processes in the College. This represents 85% of Student

respondent who did not agree about being made aware of risk management processes in the
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College. This is seen to be critical as the Student body which is a major College stakeholder
would not be in a position to support this strategic function in the College, thereby weakening

risk management implementation in the College.

Regarding responses from the Operational Management representation on Annexure H and
the notion that “An operational scan was done before the identification of risks” and the
“College has clear roles and responsibilities for risk management”, there is a correlation value
of - 0.185 representing an inverse relationship and in opposition with the sentiments of the
staff and student respondents. As an example, by referring to “College structures are in place
to monitor risks” and “Awareness of risk monitoring” having a value of 0.653*, this indicates
a significant relationship, implying that through the risk management structures, the College
stakeholders would become aware of risk monitoring activities. This is also in agreement
with the sentiments of the staff respondents and opposite to the perceptions of the student
representation. “College has risk management procedures” and “College has clear roles and
responsibilities for risk management ” has a correlation value of 0.197, which represents a
directly proportional relationship between these variables relating to the roles and
responsibilities being in place for risk management, given the presence of risk management
procedures. Unlike the staff responses among variables having no inverse relationships, it has
been observed that there is a presence of a few inverse relationships among variables
regarding operational managements’ sentiments. There is fair distribution between directly
proportional and significant relationships between variables regarding operational

managements’ Views.

The above reflect that there are more inverse relationships between variables concerning
students when compared to staff and operational managers’ attitudes. The responses between
the relationships that are significant between variables are the highest for staff. Operational
Managers have a fair distribution of significant and directly proportional relationships with a
few inverse relationships between the variables. There were no inverse relationships between

variables observed regarding staff sentiments.

By analysing “An operational scan was done before the identification of risks” and the
“College has clear roles and responsibilities for risk management” for Staff, Student and
Operational Management respondents, it is observed that each of their responses was

significantly different, representing correlation scores of 0.301%* 0.263 and -0.185
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respectively for the same risk relationship. On examining “College has risk management
procedures” and “Strategic and operational environments were considered in the risk
identification process”, 3 different perceptions about the above risk relations from the

respondents were presented, where their correlation scores were 0.581**, -0.214 and 0.486.

The above analysis is indicative of a difference of perceptions on the same risk relationships
within the College, affirming the findings of the Kruskal Wallis Test and the Survey Cross-
tab analysis of a fragmentation or varied responses regarding risk functions within the
College. The correlation analysis confirms that based on the varied perceptions about the risk
elements within the College, the risk management strategy is deemed to be weak, linked to

the characteristics of ineffective and inefficient implementation.

5.8 ANALYSIS OF QUESTIONNAIRE AND INTERVIEW RESPONSES

The interviewees’ responses are recorded in terms of questions posed regarding the research
objectives below. Their responses are analysed and also compared to the responses from the
survey respondents [staff, student representatives and operational managers] who were issued
with questionnaires. As a result, there was an analysis of qualitative and quantitative data.
The quantitative data is sourced from Annexure G as attached. The qualitative interview

responses appear in Annexure [.

5.8.1 Understanding the Setting and Control Environment
a) Was there an organisational scan undertaken? Explain.

There is 100% consensus among the Senior Managers [SM] regarding the scanning of the
risk environment in the College through mechanisms such as the internal audit function, risk
assessment process and the external audit function. However, the survey [staff, student
representation and operational managers] quantitative data reflects that only 21.5% agree
with an organizational scan being undertaken. More than half these respondents
[Questionnaires] comprising 62%, were unsure whether the organizational scan was
undertaken. There is a close correlation of students and Operational Managers [OM] being
unsure of this function occurring, namely, 55% and 57.1% respectively - refer to 1.1 of

Annexure G. The author Sorge (2002:96) affirms this by remarking that “in the strategic
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decision-making process, environmental scanning is a part of the overall functioning of the
organization.” It is observed that the College senior management had undertaken a scan of
the risk environment, but 62% of the surveyed respondents are unaware of this exercise. This
could have a negative impact on the College, as it could affect the College risk culture,
thereby negatively influencing the effectiveness of the College risk management strategy.
The scores further reveal that College stakeholders are unaware of the risk environment being
scanned. This could result in stakeholders having different operational perceptions of the

College in contrast to a common vision for the organization.

b) Does the College have a risk management policy?

Only 67% of the SM agreed with the College having a risk management policy while 1 of the
interviewees was unsure if the policy exists. The quantitative data from the questionnaire
survey reveals that only 55.6% of the staff and 50% of the operational management agreed
with the SM. It is noted that 50% of the student respondents were unsure as to whether the
College has a risk management policy - refer to 1.2 of Annexure G. Cunningham and
Cordeiro (2009:346) support Young (2008:25) by remarking that a crucial approach of
operationalizing risk management is through the development of concise policies and
procedures. The College has an electronic ISO 9001:2008 Quality Management System
[QMS] which documents all its policies, procedures and documents. After viewing the QMS
system, it could not be verified that a College risk management policy exists. These risk
proponents emphasize the need for a risk policy which in turn would determine the protocols
for risk strategy in the College. In the absence of such a policy, the College is negatively

exposed to implementing a successful risk program.

¢) Does the College have risk management procedures?

There is 100% consensus by the SM that the College lacks risk management procedures.
Only 48.1% of the survey respondents agreed that the College has risk management
procedures, while 34.2% were unsure of this mechanism. At least 64.3% of this score is
representative of the operational managers. The senior management agreed that there are no
procedures for risk management, while 64.3% of OM believed that these procedures are in

place. Students representing 40% were unsure as to whether these procedures exist or not -
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refer to 1.3 of Annexure G. Risk management aims to identify and establish a structured
approach to the management of risks which envisages achieving a risk management
environment, cultural awareness, roles and responsibilities and a common understanding of
risk in the organization. The risk management process is a “systematic application of risk
policies, procedures and practices through the identification, evaluation, control, financing
and monitoring of risks”, as pointed out by Young (2008:25). By viewing the College’s
QMS system, it could not be verified that College risk management procedures exist. The
system reflects that there are currently operational procedures for general business functions.
Based on the absence of a risk policy, the College lacks risk procedures which lead to a
deficiency of guidelines as to how risk must be implemented in the College, resulting in

ineffectiveness of the risk strategy.

d) Does the College have an organisational structure for risk management?

All SMs concur that there is an absence of an organizational structure for risk management,
reflecting a 100% consensus on this issue. However, 78.6% of OM believed that an
organizational structure exists for risk management, while 48.9% of Staff supported this
notion. It was observed that 40% of Students disagreed about a structure for risk. Only 48.1%
of all respondents were sure and 27.8% were unsure about the organizational structure for
risk - refer to 1.4 of Annexure G. Jackson et al. (2009:4) affirm that an organization’s
policies, procedures, and organizational structure are a representation of the control
environment which is part of the risk management environment. The College SM are in
agreement that an organizational structure for risk management is lacking; however, 78.6% of
operational management [OM] believed that the structure exists. This represents conflicting
views from a management perspective. Based on a deficiency of an organizational structure
for risk implementation, the risk strategy is adversely impacted. It is a view that the College a
risk management structure be devised by the College for the successful implementation of

risk processes.
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e) Are there clear roles and responsibilities to enable the risk management process?

The SM was unanimous that there were no clear roles and responsibilities to enable risk
management in the College. However, 63.4% of the OMs believed that clear roles and
responsibilities exist to enable risk management, which is conflicting with the sentiments
expressed by the SM. It was observed that 44.4% of students, 55.1% of staff and 28.6% of
Operational Managers were unsure about this function - refer to 1.5 of Annexure G. It is
pointed out by Young (2008:25) that risk management aims to identify and establish a
structured approach to the management of risks which envisages achieving a risk
management environment, cultural awareness, roles and responsibilities and a common
understanding of risk in the organization. The SM confirms that this critical function is non-
existent despite 63.4% of OMs thinking that clear roles and responsibilities for risk exists.
This is representative of conflicting views from a management perspective. It stands to reason
that in the absence of a risk management structure, roles and responsibilities of risk role-
players are weakened. This can be corrected by generating a risk policy which will delineate

roles and responsibilities of staff in their risk functions.

In summary, and concerning “Understanding the Setting and Control Environment” where 5
variables were analysed both quantitatively and qualitatively, it was found that 4 risk
activities concerning this objective are not being implemented, thereby weakening the
organization’s current risk strategy. This is a significant finding for due consideration by the

College.

5.8.2 Implementation of Risk Identification Strategies
a) What process was implemented to identify risks?

There was 67% consensus amongst the SMs as to what process was implemented to identify
risks: mentioned were the internal audit process, two risk workshops and the risk register.
Two SMs agreed that an audit process was used to identify risks. Further, it was revealed that
43% of the survey respondents were unsure about any process being implemented to identify
risks. However; 78.6% of the OM agreed with FS that a risk workshop was held to identify
risks. Only 28.9% of staff that were surveyed agreed with a workshop being held to identify
risks - refer to 2.2 of Annexure G. Blunden and Thirlwell (2010:90) recommend the use of

workshops, questionnaires and interviews as examples as processes to identify risks. The
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method implemented must be appropriate for the determination of the process. There was
general consensus that a workshop was the mechanism used to identify risks, which is also
upheld by authors Blunden and Thirlwell. This workshop was attended by all management
personnel who undertook the role to identify College operational risks. The College was

therefore, observed to have abided by the recommendations of the authors.

b) Who were involved in the risk identification development?

The SM is in agreement that the institutional management team comprising the rector, deputy
rectors, assistant directors and campus managers were involved in the risk identification
development. However, only 35.1% of the surveyed respondents agreed that all stakeholders
were involved in risk identification development. It is recognised that 36.7% of the surveyed
respondents were unsure as to whether stakeholders were involved in risk identification. A
good proportion of this, 53.3% representing Staff were unsure of stakeholder involvement in
risk identification development - refer to 2.1 of Annexure G. Briers (2002:218) states that it is
in the interest of all stakeholders who are considered in the enterprise-wide risk management
program. However, Young (2008:35) proposes otherwise, stating that “risk management is
the responsibility of all levels of management.” The College is observed to be following risk
management principles of stakeholder involvement for the process of risk identification,
which only included the general management known as the Institutional Management Team
[IMT]. Wider stakeholder involvement is recommended as proposed by Briers above, in

order to create effectiveness in the risk identification process.

¢) Which environments were considered in this process?

The score revealed that 67% of the SM was in agreement that internal and external
environments are considered in the risk identification process, as 1 member of the SM said
that only the internal environment is considered. Furthermore, 45.6% of the respondents
surveyed agreed that the strategic and operational environments were considered in risk
identification. Of this percentage, 78.6% is represented by OM. However, 38% were unsure
of this. A further 46.7% of staff surveyed was unsure about the strategic and operational
environments were considered during risk identification - refer to 2.4 of Annexure G. Risk

identification as proposed by Young (2008:57), enables the business environment to detect
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risk exposure as well as inherent risk which can impact on the achievement of the business
strategy. Alexander (2003:247), in contrast, refers to risk identification as a risk map detailing
which of the risks applies to any business, process or organisational unit and to what degree.
Risk identification must also include the monitoring of the external environment and trends.
What is significant is that 67% of the SM confirms that internal and external environments
were considered during risk identification which is supportive of risk management theory as
proposed by Young and Alexander. However, only 45.6% of the surveyed respondents
agreed with the SM that internal and external environments were considered during the risk

identification process.

Concerning “Implementation of Risk Identification Strategies”, where 3 variables were
analysed both quantitatively and qualitatively, it was found that all 3 risk activities
concerning this objective is being adequately implemented, thereby adding value to the
organization’s risk strategy. This affirms that the College is successful in implementing risk

identification processes.

5.8.3 Mechanisms to Effectively Assess Risks
a) Explain the process of how risks were assessed?

Valsamakis et al. (2013:16) state that risk assessment is a process of quantifying the
identified risks with the intention of determining its impact on the business. The assessment
process can be a narrative process of bringing managers together to discuss risk exposure and

gaps in the risk management process, as purported by Alexander (2003:248).

It has been observed that there is no consensus from SM regarding the process of risk
assessment, as a variety of responses were provided such as the risk register, collective
thinking, brainstorming, prioritizing the risk, peoples’ point of view , interviews with
managers and meetings. Each of the above responses differs for members of senior
management. This correlates to 57% of the survey respondents who were unsure regarding
the quantification and rating of risks which measures how risks are assessed. It is noted that
66.7% of these respondents were staft and 65% of the student stakeholder representation who
were unsure regarding this concept. Only 31.6% of the survey respondents agreed that a risk
risks were quantified and rated. What is observed here is that 85.7% of this proportion is

represented by operational management who is in disagreement with the responses from
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senior management and who could not present a unified response regarding the process
followed for risk assessment - refer to 3.4 of Annexure G. The risk assessment process is
observed to be weak. This has consequences that College role-players would not have an
understanding of the actual effect or impact of a risk. This therefore, places the College in a
precarious situation with negative consequences. The constituting of the risk management

structure could play a role in improving the process of risk assessment.

b) What mechanism was used to profile the risks?

Regarding SM interview responses, no consensus was reached to profile the risks. One
member of SM said that a model of the financial auditing environment was implemented
while the other two were unable to answer. One member of SM did not even respond to the
question. Of note is that 49.4% of survey respondents were unsure regarding risk profiling
correlating to SM’s response as above. Only 36.7% of survey respondents agreed with risk
profiling being implemented, where 64.3% of this is represented by OM - refer to 3.3 of
Annexure G. According to Blunden and Thirlwell (2010:77), the assessment of risk considers
an evaluation for likelihood (frequency) and impact (severity), where likelihood views how
frequently a risk event will occur over a given period and is presented for example as a
percentage. The risk assessment process concerning risk profiling is observed to be weak.
Based on this, the College should implement the recommendation of the author to accurately
evaluate its risks. This in turn must result in corrective measures to mitigate such risks.
Having an understanding of the value of threats within the College will enable the College to

respond relevantly to such a risk enabling effective risk processes.

Concerning “Mechanisms to Effectively Assess Risks” where 2 variables were analysed both
quantitatively and qualitatively, it was found that all 2 risk activities concerning this objective
being weakly implemented were noted, thereby weakening the organization’s risk strategy.
This affirms that the College is not successful in effectively assessing risks as no consensus
could be obtained concerning SM’s responses. One senior manager did not offer a response

to the question.
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5.8.4 Risk Control Strategies to Minimize or Eliminate Operational Risk
a) Do you have action plans for the control mechanisms?

There is 67% consensus that there are no action plans for the control mechanisms by SM. It
was observed that 35.4% of survey respondents agreed that action plans are in place to
control risks. Of note, 46.8% of the survey respondents were unsure that action plans exist.
Half the amount of student respondents was unsure while 21.4% of operations managers
disagreed and another 21.4% of OMs were unsure about the existence action plans being in
place to eliminate risks - refer to 4.3 of Annexure G. Risk control is a process which is
developed to facilitate action to eliminate or reduce the likelihood or impact of a risk event.
The risk control process is recommended to be set the same time as the risk is identified
which aims to mitigate the risk event, as noted by Blunden and Thirlwel (2010:83). The
majority of SMs agree that there are no action plans in place as a control strategy for risk
management, while 44.1% of survey respondents are unsure that such plans exist. This
situation of a lack of action plans for risk control places the College in a position of
operational weakness and exposed to internal and external organizational threats. This in turn
will affect the successful attainment of College objectives. The generation of risk control

action plans is a necessity, as outlined by the authors to enable effective risk mitigation.

b) Are there procedures in place to assist in risk control?

For this category, it was noted that 67% of SM agreed that procedures are in place to assist in
risk control through policies, procedures and the Quality Management System as referred to
by one senior manager. Furthermore, 31.69% of survey respondents agreed that risk control
measures are in place to manage risks. However, 60% of staff surveyed were unsure that
monitoring and review procedures are in place. The scores reveal that 64.3% of OM
respondents agreed that risk control procedures exist. It was observed that there were similar
scores for SM and OM that control measures exist - refer to 4.2 of Annexure G. Alexander
(2003:248) outlines that some control measures include management oversight roles, the
introduction of policies and procedures and other monitoring processes. Best practice
implementation is also a control measure as practised by organisations. It is observed by
viewing the QMS that the College does have policies and procedures and an organogram for

line management; however, there are no risk policies and procedures. This would have the
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effect where the College is unable to effectively respond to an operational threat, thereby
exposing the College to organizational weakness. It is a necessity that the College generates

the risk policy and relevant procedures for an effective risk program.

¢) What over-sight structures are in place to control risks?

No consensus was reached regarding the existence of over-sight structures as there were
varied responses such as internal and external audit function, the Quality unit for operational
internal audit, College Council and council sub-committees. One senior manager said that
there are no over-sight structures in place while another mentioned the presence of
supervisors. It is seen that 48.1% of surveyed respondents were unsure whether over-sight
structures exist. However; 38% of these respondents agreed that there are over-sight
structures. Of this 40% of staff and 57.1% of operational managers surveyed agreed that
over-sight structures are in place. This “uncertainty” between SM and surveyed respondents
correlates in terms of the existence of an over-sight structure - refer to 4.6 of Annexure G.
Young (2008) also concurs with Alexander (2003) that risk control measures can include the
generation of policies and procedures, operational internal controls, management intervention
in the form of decision-making, reporting and the development of an organizational structure
to support the process. The College organogram does not cater specifically for risk
management. The College is observed to be weak regarding over-sight structures to control
risks. This is a serious consideration for the College in strategic planning around risk
governance. Without the risk structure in place, the College is at risk regarding a successful
risk program. At least half of the surveyed respondents were unsure about the existence of

such structures.

Regarding the objective “Risk Control Strategies to Minimize or Eliminate Operational Risk”
where 3 variables were analysed both quantitatively and qualitatively, it was found that all
risk activities concerning this objective are being inadequately implemented, thereby
weakening the organization’s risk strategy. This affirms that the College is not successful in
implementing risk control strategies to minimize or eliminate operational risk, as no

consensus could be obtained concerning SM’s responses.
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5.8.5 Risk Monitoring
a) As a process owner, do you monitor your risks?

There was 67% consensus regarding a process owner monitoring risks. One of the responses
was the inability to focus on risk monitoring because of the challenges being experienced. It
was noted that 43% of surveyed respondents had awareness that risks are being monitored
while 35.4% were unsure. Of the surveyed respondents, 46.7% of staff and 71.4% of the
operational managers [OM] agreed that risks are being monitored - refer to 5.4 of Annexure
G. Continuous risk monitoring is an “on-going” process implemented to determine the
importance of risks, variations in the operational environment and the effectiveness of risk
controls. This monitoring method ensues during the regular course of business activities by
means of routine tasks, managerial activities and resolutions. Its advantage is that through
this technique, a problem is identified on actual-time basis encouraging instant corrective
actioning, Young (2008:116). Although there is consensus between SMs and OMs that
process owners monitor their risks, there is no evidence that process owners track their risks
from the risk register. It has been mentioned that each manager reports at IMT meetings on
their specific challenges. The absence of a risk policy, relevant procedures and an
organizational risk structure exacerbates the challenge of an in-effective monitoring program.
The monitoring process is perceived to be as isolated actions. This necessitates that the
College devise an organization-wide risk monitoring program as the current situation is

reflective of a weakness regarding risk monitoring.

b) How are these risks monitored?

There was no consensus reached by SM regarding how risks are monitored. Monitoring of
risks were varied, such as through overseeing the operations management through weekly
reports, meetings, assessing the results of the cash-flow, monthly forecast monitoring, sub-
committees and performance evaluations. Each senior manager responded differently yet are
all operating in the same College system. This shows that there is an absence of a
standardized risk monitoring mechanism. However, there is a 65% perception from Students
that a risk monitoring structure is in place. One of these respondents mentioned that the
College is not performing well in this regard, while 40.5% of survey respondents believed
that there is a structure to monitor risks and 44.3% were unsure about the existence of such

structures. These low percentages are in correlation with the senior who could not come to
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consensus regarding how risks are monitored - refer to 5.1 of Annexure G. Young (2008:96)
cites organizational structure as a pillar of risk control. The modern approach in risk
management involves the formation of risk management structure or a fundamental risk
function which is a governing body to ensure that effective and over-all risk management
occurs. Continuous risk monitoring is an “on-going” process implemented to determine the
importance of risks, variations in the operational environment and the effectiveness of risk
controls, as recommended by Young (2008:116). The College is found to be weak in abiding
by the theoretical prescripts regarding risk monitoring as purported by the author. The
College’s QMS does not have evidence of risk monitoring procedures. It therefore, is

incumbent on the College to develop its risk monitoring framework.

Concerning the objective “Risk Monitoring” where 2 variables were analysed both
quantitatively and qualitatively, it was found that all 2 risk activities concerning this objective
are being inadequately implemented, thereby weakening the organization’s risk strategy.
This affirms that the College is not successful in effectively monitoring risks as no consensus

could be obtained concerning SM’s responses.

5.8.6 Strategies to Report on Operational Risk
a) Is there a risk reporting mechanism to track risk management progress?

Two managers responded that there was no reporting mechanism in place. However, some of
the responses regarding to reporting are through internal audit action plans, report to audit
committee and management reports. This shows that there is no formal risk reporting
mechanism in place. It was seen that 57% of the surveyed respondents were unsure that a
reporting mechanism exists. Only 32.9% of the surveyed respondents agreed that a reporting
mechanism exists. Importantly, 42.9% of operational managers were unsure about the risk
reporting mechanism while 44.4% of staff agreed with a reporting mechanism in place to
report on risk - refer to 6.1 of Annexure G. The does not have any evidence of a risk
reporting mechanism, which is in conflict with Blunden and Thirlwell (2010:21), who
mention that a reporting system needs to be established together with the development of a
reporting culture and a common organizational risk language. The lack of a reporting
mechanism represents a weakness in the implementation of the risk management strategy.

The reporting structure would enable College stakeholders to be aware of the risk exposure in
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the College as well as to recognize how the College is progressing regarding risk control.
This is a form of communication that would enable them to understand their role in risk

identification and mitigation.

b) Is there regular risk reporting from the senior management?

There was 67% consensus on not reporting by senior management. However, one SM
responded that there is reporting to council and to DHET and reports to sub-committees of
council. It can be observed that the senior management do not provide regular reporting on
risk, while 32.9 % of surveyed respondents agreed on regular reporting by management. In
contrast, 49.4% of surveyed respondents were unsure whether management reports on risk
regularly. It is noted that 57.8% the staff surveyed were also unsure about regular risk
reporting from management. There were no operations managers who strongly agreed that
there were regular reporting from senior management - refer to 6.2 of Annexure G. Effective
risk reporting generates management’s involvement in the process of risk identification,
assessment and control, thereby enhancing the organizations risk profile. Reporting transpires
up and down the hierarchy of the business which needs to focus on the significant risks with
risk indictors and that these risks are effectively coordinated, so that the reports lead to action
as suggested by Blunden and Thirlwell (2010:21). There is consensus between the
interviewees and survey respondents that regular risk reporting from senior management does
not take place which is in opposition to what Blunden and Thirlwel recommend. Evidence
reflects that fragmented reporting occurs. This takes place at senior management level, at the
Audit and Risk Committee and at College Council meetings. Other stakeholders like the staff
and students are unaware of the risks to which the College is exposed. The establishment of

clear roles and responsibilities would alleviate this challenge.

¢) Do other risk owners report on their risk management progress?

Two of the three senior managers agreed that other risk owners reported on their risk
progress. One senior manager mentioned that this takes place through weekly, monthly and
quarterly reporting on operational areas However; 38% of surveyed respondents were unsure
about this reporting progress, while 38% agreed that risk progress by other risk owners is

reported on. A smaller percentage [19%] of these respondents disagreed that risk owners
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report on risk progress, while 64.3% and 40% of operational mangers and staff respectively
agreed on the awareness of risk management progress - refer to 6.5 of Annexure G. The key
objective of risk reporting is to communicate the operational risk assessment across all
business areas, (Alexander, 2003:253). Sawyer et al. (1996:107) recommend that an efficient
internal reporting system must consider that individuals should be required to report on
matters for which they are responsible with due responsibility. There was no evidence to
show that risk owners report on their risk management progress, which is contrary to what the
SM had responded. On viewing IMT reports from management meetings, it was observed
that managers did report on their operational challenges, but there was no evidence to show
that their risks had been monitored and presented at these meeting in relation to risks that
appear on the College’s risk register. The formulation of the risk policy, its procedures and
risk structure would mean that all relevant stakeholders would report on the risk program to
relevant College stakeholders. This challenge of risk owners not reporting on the risk

program further reinforces the risk weakness in the College’s risk management processes.

Regarding the objective “Strategies to Report on Operational Risk” where 3 variables were
analysed both quantitatively and qualitatively, it was found that all 3 risk activities
concerning this objective are being ineffectively implemented, thereby weakening the
organization’s risk strategy. This affirms that the College is not successful in effectively
implementing strategies to report on operational risk as no consensus could be obtained

concerning SM’s responses.
It therefore can be deduced that regarding the 6 research objectives that:

e Only one research objective is adequately being implemented by the College, namely,
Risk Identification;
e One objective is not being implemented, namely, Understanding the Setting and
Control Environment, and
e The remaining 4 objectives are being inadequately implemented.
This therefore, substantiates that only 1 of the 6 research objectives is being adequately

implemented in the study on the College risk management strategy.
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5.9. SUPPLEMENTARY OBSERVATIONS

Secondary sources of information were inspected such as policies and procedures on the
electronic Quality Management System, management meeting minutes and process
documents. It was established that there are no records for risk management policies and
procedures. However, the College has a functional Audit and Risk Committee that meets
according to set timeframes and reports risk management progress to the College Council.
This affirms that the College has a functional governance role regarding risk management.
Records reflect that the College management team comprising the rector, deputy rectors,
assistant directors and campus managers undertook a basic workshop on risk management.
As a collective, the management of the College identified and rated its risks. This process

was followed by the generation of the College’s risk register.

5.10. CONCLUSION

To conclude, this chapter provided an analysis of data, statistics and other information
relevant to the respondents from the quantitative survey and interviewees regarding the
qualitative methodology. An analysis of respondents’ biographical data was presented in
terms of the use of graphical representations and statistics. The survey questionnaires were
analyzed for reliability and data reduction using SPSS techniques such as Cronbach’s Alpha,
Kaiser-Meyer-Olkin, Bartlett’s Test of Sphericity, bivariate correlation and hypothesis

testing.

The quantitative data testing the survey respondents’ views was presented in the form of
crosstabs where the respondents’ choice of 5 preferences was displayed as percentages.
Cronbach’s Alpha score revealed that all research objectives or research themes had a
reliability coefficient of 0.70, indicating an acceptable degree of consistent scoring for the
research objectives content. In all instances, conditions were satisfied to allow for factor
analysis procedures regarding Kaiser-Meyer-Olkin and Bartletts tests. Hypothesis testing
generating the Fisher’s Exact Test p-value and bivariate correlation were performed to
compare significance of relationships between variables. The quantitative data analysis by
means of Survey cross-tab analysis, the Kruskal Wallis Test and correlation tests consistently
supported the suggestion that risk management implementation is ineffective and inefficient

in the College.
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An analysis between the quantitative and qualitative data was undertaken which comprised
18 questions representing critical risk activities for risk strategy implementation. It was
observed that only 4 of the 18 key risk activities relating to the 6 research objectives were
found to be adequately implemented. Furthermore, 5 of the 18 key risk activities were not
being implemented while 8 activities were weak in implementation, further suggesting

weaknesses in the risk strategy.

The chapter regarding research findings, analysis and discussions is followed by Chapter 6,
as the final chapter, where conclusions are drawn and recommendations made to enable the
TVET College to effectively implement its risk management strategy in the medium to long-

term.
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CHAPTER SIX

RESEARCH CONCLUSION AND RECOMMENDATIONS

6.1 INTRODUCTION

This chapter presents a summary as to whether the research problem has been answered, as
well as insight into the limitations posed during the research process. It presents a basis for
contributions to public and private sector organizations who are implementing a risk
management strategy or to those institutions who aspire to implement such a strategy. Lastly,
the chapter provides information regarding future research endeavours with the aim of
contributing to further knowledge sharing and improvement concerning risk strategy

implementation.

6.2 RESPONSE TO THE RESEARCH PROBLEM

The propositions of the FET Act as amended and the PFMA require Colleges to implement
risk management functions. Risk management is a pertinent focus area warranted through this
research study to determine whether the College sustains “efficient, effective and clear”
systems for risk management according to legislative prescripts. The research problem to
determine whether Elangeni TVET College sustains “effective, efficient and clear” systems

for risk management has been modelled by the following research questions:

e Did the College create the control environment for risk management?
e Does the College have risk identification strategies in place?

e How does the TVET College assess risks?

e Are risk control mechanisms implemented?

¢ What monitoring mechanisms are applied to measure risks?

e What is the extent of risk reporting in the College?

These questions are responded to by referring to Chapter 5 which concerns “Analysis of

Questionnaire and Interview Responses”.
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The responses to “Did the College create the control environment for risk
management?” where 5 variables were analysed both quantitatively and qualitatively,
are noted. It was observed that 4 risk variables concerning this question were not
implemented, thereby weakening the organization’s risk strategy. It is therefore, be
deduced that the College is ineffective regarding the question: “Did the College create
the control environment for risk management?”” The weakness of the risk management
strategy is further exacerbated based on conflicting views from SMs and OMs
regarding this core risk theme and it can be inferred that process implementation is

unclear.

Regarding ‘Does the College have risk identification strategies in place?”, it has been
observed that 3 variables were analysed both quantitatively and qualitatively, and it
was found that all 3 risk activities concerning this objective were being implemented,
thereby adding value to the organization’s risk strategy. This affirms that the College

is effective in implementing risk identification processes.

Concerning “How does the TVET College assess risks?”, there were 2 variables that
were analysed both quantitatively and qualitatively; it was found that all 2 risk
activities concerning this objective were inadequately being implemented, thereby
weakening the organization’s risk strategy. This affirms that the College is not
successful in effectively assessing risks as no consensus could be obtained concerning

the SM’s responses. One senior manager did not offer a response to the question.

Relating to “Are risk control mechanisms implemented?”’, where 3 variables were
analysed quantitatively and qualitatively revealed that all risk activities concerning
this objective are poorly being implemented. This affirms that the College is not
successful in effectively and efficiently implementing risk control strategies to
minimize or eliminate operational risk, as no consensus could be obtained concerning

the SM’s responses.

Concerning “What monitoring mechanisms are applied to measure risks?”, 2 variables
were analysed quantitatively and qualitatively. It was found that all 2 risk activities

concerning this objective are being inadequately being implemented. This affirms that
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the College is not successful in effectively and efficiently monitoring risks, as no

consensus could be obtained from the respondents.

Regarding “What is the extent of risk reporting in the College?”, there were 3
variables analysed quantitatively and qualitatively. It was found that all 3 risk
activities concerning this objective are ineffectively being implemented, thereby
weakening the organization’s risk strategy. This affirms that the College is not
effectively and efficiently implementing strategies to report on operational risk, as no

consensus could be obtained the respondents.

It is therefore, reasoned that regarding the 6 research questions:

Only 1 of the research questions is effectively and efficiently being responded to by
the College, namely, “Risk Identification”;

One research question is not being answered, namely, “Understanding the Setting and
Control Environment”; and

The remaining 4 research questions are unclearly, ineffectively and inefficiently being
responded to, as established from the conflicting responses received from the

qualitative and quantitative data.

This means that only 1 of the 6 research questions is effectively and efficiently being

answered. The research problem is therefore, answered that the risk management strategy

being implemented at Elangeni TVET College is unclear, ineffective and inefficient, as the

intent of 5 of the 6 research questions are not being fulfilled in the learning institution. This

has the implication that according to the CET Act, Chapter 5 section 25(1)(c), and regarding

“Colleges’ need to implement internal audit and risk management functions which are not

sub-standard to the standards set out in the Public Finance Management Act of 1999
[PFMA] (Act 1 of 1999 as amended)”, the College has been observed to be deficient in

fulfilling this legislative requirement. This further infers that service delivery to its primary

client, the students, could be ineffective and inefficient.
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6.3 IMPLICATIONS OF THE RESEARCH FINDINGS

Blunden and Thirwell (2010:33) emphasise that risk management is not only about “avoiding
losses or reducing their effect.” It goes further than that: it is about creating prospects for
business value and continued operational improvement. Based on these propositions, the
research undertaking managed to determine the areas of strengths, weaknesses and areas of
opportunity for improvement concerning risk strategy implementation regarding Elangeni
TVET College. The research material generated should be used by DHET to inform other
public sector institutions both Provincially and nationally on successful risk strategy
implementation. Since risk management implementation is a legislative requirement by
TVET Colleges, all Colleges need to implement risk management strategies. This research
report thereby can act as a catalyst for successful application of a risk strategy. The findings
from the research further confirm the principles of good corporate governance as espoused in
the King reports, which emphasise ethical leadership, performance evaluation, strategic
leadership, risk management and compliance in risk governance. The decision by the senior
management of Elangeni TVET College to allow this research to be undertaken would instil
confidence in the College’s council committees such as the Audit and Risk Committee, as
well as external and internal auditors, that it implements progressive operational processes in

the form of a risk management strategy.

6.4 RESEARCH LIMITATIONS AND RECOMMENDATIONS

Effective communications between the College rector and the researcher ensured the
availability of College source documents which were required for analysis. The busy nature
of operational managers and staff posed a possible challenge. However, effective liaison and
follow-up with the relevant respondents contributed to a reasonably high response rate.
During the time of the research, an impending student strike action was looming. posing a
threat to student class representatives participating in the survey. This was averted through
negotiations with campus supervisors and student leadership. One of the senior managers
refused to be audio-recorded during the interview session; however, his responses were

recorded in writing by the researcher.
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6.5 FURTHER RECOMMENDATIONS ARISING FROM THE RESEARCH

An efficiency and effectiveness rate of 17% is attributed to the risk management strategy of
the College as only 1 of the 5 research questions has been satisfied. This therefore, results in
a value of 83% inefficiency and ineffectiveness. In order for the College to improve its risk
management implementation process, the following significant risk management strategies

are recommended:

e As a priority, the College needs to generate a risk management policy. The policy
would incorporate the critical elements of policy objectives, risk terminology, a
legislative framework for policy implementation, what risk measures and controls
need to be implemented, a clarification of roles and responsibilities and a
communications and reporting framework;

e Of importance is that an organizational structure to facilitate the risk strategy needs to
be considered;

e FEmanating from the development of the risk policy, the institution needs to generate
risk management procedures that will enable the policy to be implemented
effectively;

e The procedure must be supported with the development of associated templates,
forms and checklists to support risk management processes like risk assessment, risk
control, risk monitoring and risk reporting; and

e The College must generate a program to promote the risk management culture within
the organization to ensure stability and sustainability of the risk strategy.

If these recommendations are embedded into the College’s operational processes, it will lead
to cost-effective risk-taking and business optimization, as advocated by Blunden and
Thirlwell (2010:67). It is further recommended that a comparative study be undertaken to
measure the effectiveness of risk strategy implementation amongst all TVET Colleges in the

Province with a view to obtaining a Provincial perspective on risk implementation.
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6.6 CONCLUSION

In conclusion, it can be said that TVET Colleges need to implement systems that are
“effective, efficient and economical” as a proposition in section 195(1)(b) of the Constitution.
The PFMA is also in support of this legislation, where it is stated in section 38(a)(ii) and
under general responsibilities of accounting officers, and in this case the College rector, that
the rector must ensure that efficient, effective and clear systems of internal control, financial

management and risk management are upheld within the College.

As can be observed, the TVET College is mandated legislatively to ensure that its operational
processes are effective, efficient and economical with the intention of ensuring effective
service delivery. Through the research findings, it was found that Elangeni TVET College
implements risk management processes contrary to these prescripts. This would result in the
College not fulfilling its mandate from DHET in providing quality education to skill the
nation. This problem has been further exacerbated by the public service not receiving due
consideration regarding risk management, as stated by the Public Service Commission

(2003:i).

The citations below are from interview responses from two of three senior managers who
were interviewed during the data collection process, who expressed their views on the risk

management function at the College. Their comments are documented as follows:

AS — “One of the critical things that must be taken into consideration is the whole impact that
the political environment has on TVET institutions. We can be the most sophisticated College
with quality management systems and have every governance and management structure in
place with everybody in compliance, but at any moment in terms of the political situation,
that could de-stabilise operations at the College, and it does not matter what risk management
strategy, procedures and policies are in place. Politics by nature is irrational, which makes it

difficult to talk about what can be put in in place.”

FS — “The College is going through the motions of risk identification and classifying the risk.
There is “lip service” in managing risks. No formal structures to manage risks. The risk
register is a “dead document used only for compliance purposes. The organization is not
focussed on risks, therefore it is reactive rather than proactive. We not focussed on managing

risks.”
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The responses from some of those participants interviewed affirm the research finding that
the risk management strategy is ineffective, inefficient and unclear. However, the College
had tabled its risk management challenges at an Audit and Risk Committee meeting where it
was recommended that this function will be located in a unit where it can be managed
effectively. This therefore, demonstrates the College’s aspiration to continuously improve

and confront operational areas of weakness.

The TVET Colleges, according to the White Paper for Post-School Education and Training
(2013:11), are vital for the delivery of post-school education and training, and is a sector of
strategic importance by DHET that enables communities to advance their expertise for the
well-being of industry, commerce and the country at large, contributing to the alleviation of

the “triple challenge” of unemployment, poverty and inequality.
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8.1 Annexure Al: Ethical Clearance
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21 April 2016

Mr Amil Nundkumar (214579444)
School of Management, IT & Governance
Westville Campus

Dear Mr Nundkumar,

Protocol reference number: HSS/0370/016M
Project title: A case study of risk management in a KwaZulu-Natal Technical and Vocational Education and Training
College

Full Approval = Expedited Approval
With regards to your application received on 07 April 2016. The documents submitted have been accepted by the
Humanities & Social Sciences Research Ethics Committee and FULL APPROVAL for the protocol has been granted.

Any alteration/s to the approved research protocol i.e. Questionnaire/Interview Schedule, Informed C: Form,
Title of the Project, Location of the Study, Research Approach and Methods must be reviewed and approved through
the amendment/modification prior to its implementation. In case you have further queries, please quote the above
reference number.

Please note: Research data should be securely stored in the discipline/department for 2 period of 5 years.

The ethical clearance certificate is only valid for a period of 3 years from the date of issue. Thereafter Recertification
must be applied for on an annual basis.

| take this opportunity of wishing you everything of the best with your study.
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Dl:/Sl(enuka Singh {Chair)
/ms
Cc Supervisor: Dr M Subban

Cc Academic Leader Research: Professor Brian McArthur
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Humanities & Social Sciences Research Ethics Committee
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8.2 Annexure A: Gatekeepers Letter

DEPARTMENT OF EDUCATION
KWAZULUNATAL

An 1SO 9001 and OSHAS 18001 certified organisation.
9 September 2015

Mr Amil Nundkumar

Dear Sir

RE: CONFIRMATION

| hope this communication finds you well.

This is to confirm that no formal research has been conducted at Elangeni TVET College on
“The Effectiveness of Risk Management Strategy”

The college, as part of its internal audit function and strategy, engages internal auditors. This
is an external company sourced through a tender process every 3 years. The appointed
internal auditors commence their internal audit function with a college risk analysis.

Subsequent internal audits are conducted to test identified controls.

Please note that that permission is granted to undertake research in the college where you
reflect the research topic: “A case study of risk management in a KwaZulu-Natal Technical
and Vocational Education and Training College”.

| hope the above information is useful.

Yours sincerely

\u\‘({)’(/\d

M.M. Peters
ACTING RECTOR

EFET — Letterhead template — M&C — 2009 - r002 2015/12/11 Page 1 of 1
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8.3 Annexure A2: Language Practitioner’s Letter

TO WHOM IT MAY CONCERN

29 November 2016
EDITING CERTIFICATE

This dissertation, entitled

A CASE STUDY OF RISK MANAGEMENT IN A KWAZULU-NATAL TECHNICAL AND
VOCATIONAL EDUCATION AND TRAINING COLLEGE, by AMIL NUNDKUMAR, has been edited to
ensure technically accurate and contextually appropriate use of language for research at this level of

study.

Yours sincerely

=

BA Hons (UDW) MA (UND) MA (US) PhD (UNH)
Language Editor
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8.4 Annexure B: Informed Consent Letter and Interview Schedule

UNIVERSITY OF KWAZULU-NATAL

School of Management, IT & Governance

Dear Respondent,

Master of Public Administration Research Project
Ethical Clearance Number HSS/0370/016M
Researcher: A. Nundkumar (083 787 5562)
Email address: amil.nundkumar@elangeni.edu.za

Supervisor: Dr. M. Subban (031 260 7763)
Research Office: Ms. M Snyman (031 260 8350)

I, Amil Nundkumar, a Master of Public Administration student, at the School of Management, IT &
Governance of the University of Kwazulu Natal. You are invited to participate in a research project
entitled “A case study of risk management in a KwaZulu-Natal Technical and Vocational Education
and Training College”. This research project has received full ethical clearance from the university
with Ethical Clearance Number HSS/0370/016M.

The aim of this study is to evaluate the effectiveness of the implementation of risk management
processes within a Technical and Vocational Education and Training [TVET] College environment in
KwaZulu-Natal. Elangeni TVET College is the study site. The case study will also determine whether
the college sustains “efficient, effective and clear” systems for risk management in accordance with
legislative parameters.

Through your participation as the senior management, I hope to understand whether the TVET
College is effectively managing its operations, fulfilling its governance obligations and abiding by
legislative requirements in order to implement an effective risk management strategy thereby realizing
its strategic mandate to serve its communities effectively and efficiently.

The results of this interview are intended to contribute to Elangeni TVET College understanding how
effectively it is in implementing its risk management strategy. The research findings of the case study
can be used by other TVET Colleges as a means of improving their risk strategy. Collectively, the
findings can be a mechanism to improve strategic college processes.

Your participation in this project is voluntary. You may refuse to participate or withdraw from the
project at any time with no negative consequence. There will be no monetary gain from participating
in this survey. Confidentiality and anonymity of records identifying you as a participant will be
maintained by the School of Management, IT & Governance, UKZN.

If you have any questions or concerns about completing the interview or about participating in this
study, you may contact me or my supervisor at the numbers listed above and by quoting Protocol
Reference No. HSS/0370/016M. This interview should take about 45-60 minutes to complete.

Sincerely

Investigator’s signature Date
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CONSENT

P (full names of
participant) hereby confirm that I understand the contents of this document and the nature of

the research project, and I consent to participating in the research project.

I understand that I am at liberty to withdraw from the project at any time, should I so
desire.

I hereby consent / do not consent to have this interview recorded.

SIGNATURE OF PARTICIPANT......c.cooiiiiiiiiiiieee, DATE......ccccooiiiiiin,
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Interview Schedule

Topic: A case study of risk management in a KwaZulu-Natal Technical and Vocational
Education and Training College.

Interviewer: A. Nundkumar

Interviewee:

Location:

Date:

Time:

I am Amil Nundkumar, a student of the University of KwaZulu-Natal, South Africa. As part
of my master’s dissertation in Public Management and Governance, I am undertaking
research into the effectiveness of the risk management strategy of a Technical Vocation
Education and Training [TVET] College in KwaZulu-Natal. Through the interview process
with you, I aim to gather information about the college relating to the following critical areas
of the risk management strategy:

e Understanding the setting and control environment;

e The implementation of risk identification strategies;

e Mechanisms to effectively assess risk;

e Risk control strategies to minimise or eliminate operational risk;

e Risk measurement and monitoring; and

e Strategies to report on operational risk.
The findings from the above after the interview will provide evidence that will translate to the

degree of effectiveness of the risk management strategy being implemented by the college.

Section A — Staff Information

1. Can you please introduce yourself?

2. What is your designation and operational function?
3. What are your qualifications?

4. How long have you been in the public service?

5. How long are you in your current position?
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Section B — Risk Strategy Implementation

In order to establish the effectiveness of the risk management strategy at Elangeni TVET
College, research data will be collected by means of the interview technique according to the
identified key risk management themes. Should you need clarity on any aspects, you may

request further explanations.

1. Understanding the setting and control environment

1.1 Was there an organisational scan undertaken? Explain.

1.2 Does the college have a risk management policy?

1.3 Does the college have risk management procedures?

1.4 Does the college have an organisational structure for risk management?

1.5 Are there clear roles and responsibilities to enable the risk management process?

1.6 Have you as a process owner been trained on risk management?

2. Implementation of risk identification strategies

2.1 What process was implemented to identify risks?

2.2 What factors informed the risk identification process?

2.3 Who were involved in the risk identification development?
2.4 Which environments were considered in this process?

2.5 What strategy was used in risk identification?

3. Mechanisms to effectively assess risks

3.1 Explain the process of how risks were assessed?

3.2 What factors were considered in assessing the risks?

3.3 What mechanism was used to profile the risks?

3.4 Did you consider external factors in the risk assessment?
3.5 Validate the above?

3.6 Did you consider internal factors in the risk assessment?

3.7 Validate the above?
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4. Risk control strategies to minimise or eliminate operational risk

4.1 Name control mechanisms to manage risks?

4.2 Do you have action plans for the control mechanisms?

4.3 Regarding your operational area, what are the financial implications regarding risk
control?

4.4 Are there procedures in place to assist in risk control?

4.5 What oversight structures are in place to control risks?

5. Risk monitoring

5.1 How are your risks measured?

5.2 As a process owner, do you monitor your risks?

5.3 How are these risks monitored?

5.4 What process is followed to decide on risk acceptability?

5.5 How do you deal with risk exposure?

6. Strategies to report on operational risk.

6.1 Is there a risk reporting mechanism to track risk management progress?
6.2 Is there regular risk reporting from the senior management?

6.3 As a risk owner, are your risks discussed in management meetings?

6.4 If so, what is the reporting format?

6.5 Do other risk owners report on their risks management progress?
We have now concluded the question and answer segment. Is there anything that you may
want to contribute that will further add value to this research regarding the key risk strategy

themes?

Your contribution in this research study is valued and will add significance to the operational

management of TVET colleges. The information shared by you will remain confidential.

Thank you for your time and participation in the study.
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8.5 Annexure C: Informed Consent Letter and Questionnaire - Operational
Management
UNIVERSITY OF KWAZULU-NATAL
School of Management, IT & Governance
Dear Respondent,
Master of Public Administration Research Project
Ethical Clearance Number HSS/0370/016M

Researcher: A. Nundkumar (083 787 5562)
Email address: amil.nundkumar@elangeni.edu.za

Supervisor: Dr. M. Subban (031 260 7763)
Research Office: Ms. M Snyman (031 260 8350)

I, Amil Nundkumar, am a Master of Public Administration student in the School of Management,
IT & Governance of the University of KwaZulu-Natal. You are invited to participate in a research
project entitled “A case study of risk management in a KwaZulu-Natal Technical and Vocational
Education and Training College”. This research project has received full ethical clearance from the
university with Ethical Clearance Number HSS/0370/016M.

The aim of this study is to evaluate the effectiveness of the implementation of risk management
processes within a Technical and Vocational Education and Training [TVET] College environment in
KwaZulu-Natal. Elangeni TVET College is the study site. The case study will also determine whether
the college sustains “efficient, effective and clear” systems for risk management in accordance with
legislative parameters.

Through your participation as operations management, I hope to understand whether the TVET
College is effectively managing its operations, fulfilling its governance obligations and abiding by
legislative requirements in order to implement an effective risk management strategy thereby realizing
its strategic mandate to serve its communities effectively and efficiently.

The results of the survey are intended to contribute to Elangeni TVET College understanding of the
effectiveness in implementing its risk management strategy. The research findings of the case study
can be used by other TVET Colleges as a means of improving their risk strategy. Collectively, the
findings can be a mechanism to improve strategic college processes.

Your participation in this project is voluntary. You may refuse to participate or withdraw from the
project at any time with no negative consequence. There will be no monetary gain from participating
in this survey. Confidentiality and anonymity of records identifying you as a participant will be
maintained by the School of Management, IT & Governance of the university.

If you have any questions or concerns about completing the survey or about participating in this study,
you may contact me or my supervisor at the numbers listed above and by quoting Protocol Reference
No. HSS/0370/016M. This survey should take about 30 minutes to complete.

Sincerely

Investigator’s signature Date
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CONSENT

P (full names of participant)
hereby confirm that I understand the contents of this document and the nature of the research project,

and I consent to participating in the research project.

I understand that I am at liberty to withdraw from the project at any time, should I so desire.

I hereby consent / do not consent to participating in the research survey.

SIGNATURE OF PARTICIPANT ........cooiiiiiiiiiiiiene DATE...............cc..
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QUESTIONNAIRE: OPERATIONAL MANAGEMENT

INSTRUCTIONS

Please tick [\/] a box where applicable to answer all questions. The questionnaire is categorized into 2
distinctive sections [A & B]. Section A concerns your biographical information. Section B relates to
Risk Strategy Implementation with 6 sub-sections. All information is purely for research purposes;

therefore the accuracy of your responses is important.

SECTION A: BIOGRAPHICAL INFORMATION

Occupational position:

Unit Manager

Campus Manager

Gender:

Male

Female

No. of years in the TVET college sector:

1-5

6-10

11-15

16-20

>20

Highest qualification:

Grade 12

Certificate

Diploma

Higher Diploma

Degree

Post Graduate
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SECTION B: RISK STRATEGY IMPLEMENTATION

1. Understanding the Control Environment

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

1.1 An operational environment scan was done

before the identification of risks

1.2 College has a risk management policy

1.3 College has risk management procedures

1.4 Presence of an organizational structure for

risk management

1.5 College has clear roles and responsibilities

for risk management

1.6 As a relevant stakeholder, I was made

aware of risk management in the college

1.7 College has established a risk culture

1.8 Risk management has enabled effective

college operations

1.9 Continuous operational improvement has

resulted through the risk strategy

1.10 College environment is generally stable

1.11 Risk management has enabled an

improvement in pass rates

1.12 Risk management has resulted in

successful audit processes
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2. Risk Identification

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

2.1 Management stakeholder representatives

were part of risk identification development

2.2 Risk identification method, e.g. a

workshop, was used to identify risks

2.3 Aims and objectives for risk identification

was determined

2.4 Strategic and operational environments

were considered in the risk identification

process

2.5 Presence of a structured approach of the

risk identification process

3. Risk Assessment

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

3.1 Received capacity building in order to

assess risks effectively

3.2 Significance of the risk in relation to the

financial loss was considered

3.3 Risks were profiled according to frequency

and its impact

3.4 Identified risks were quantified and rated

3.5 Risk assessment framework was identified

and implemented

3.6 College has assessed its risks
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4. Risk Control

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

4.1 Awareness of controlling operational risk

4.2 Risk control measures are in place to

manage risks

4.3 Action plans exist to mitigate or eliminate

risks

4.4 Risk financing has been considered as part

the budget process

4.5 Risk controls are monitored and reviewed

for effectiveness

4.6 Presence of oversight structures to control

risks

5. Risk Monitoring

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

5.1 College structures are in place to monitor

risks

5.2 Received capacity building on risk

monitoring

5.3 Awareness of measurement of operational

risks

5.4 Awareness of risk monitoring

5.5 Ability to identify new risks through risk

monitoring
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5.6 Risk monitoring has enabled proactive
college management

6. Risk Reporting

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

6.1 Presence of risk reporting mechanisms to

track risk management progress

6.2 Evidence of regular risk reporting from

management

6.3 Discussions in meetings of risks from the

risk report

6.4 Evidence of a format for risk reporting

6.5 Awareness of risk management progress

End of Questionnaire!

Thank you for being part of research that will enable the TVET college sector to continuously

improve. Your confidentiality will be assured.
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8.6 Annexure D: Informed Consent Letter and Questionnaire - Staff

UNIVERSITY OF KWAZULU-NATAL
School of Management, IT & Governance
Dear Respondent,
Master of Public Administration Research Project
Ethical Clearance Number HSS/0370/016M

Researcher: A. Nundkumar (083 787 5562)
Email address: amil.nundkumar@elangeni.edu.za

Supervisor: Dr. M. Subban (031 260 7763)
Research Office: Ms. M Snyman (031 260 8350)

I, Amil Nundkumar, am a Master of Public Administration student in the School of Management,
IT & Governance of the University of KwaZulu-Natal. You are invited to participate in a research
project entitled “A case study of risk management in a KwaZulu-Natal Technical and Vocational
Education and Training College”. This research project has received full ethical clearance from the
university with Ethical Clearance Number HSS/0370/016M.

The aim of this study is to evaluate the effectiveness of the implementation of risk management
processes within a Technical and Vocational Education and Training [TVET] College environment in
KwaZulu-Natal. Elangeni TVET College is the study site. The case study will also determine whether
the college sustains “efficient, effective and clear” systems for risk management in accordance with
legislative parameters.

Through your participation as staff, I hope to understand whether the TVET College is effectively
managing its operations, fulfilling its governance obligations and abiding by legislative requirements
in order to implement an effective risk management strategy thereby realizing its strategic mandate to
serve its communities effectively and efficiently.

The results of the survey are intended to contribute to Elangeni TVET College understanding of the
effectiveness in implementing its risk management strategy. The research findings of the case study
can be used by other TVET Colleges as a means of improving their risk strategy. Collectively, the
findings can be a mechanism to improve strategic college processes.

Your participation in this project is voluntary. You may refuse to participate or withdraw from the
project at any time with no negative consequence. There will be no monetary gain from participating
in this survey. Confidentiality and anonymity of records identifying you as a participant will be
maintained by the School of Management, IT & Governance of the university.

If you have any questions or concerns about completing the survey or about participating in this study,
you may contact me or my supervisor at the numbers listed above and by quoting Protocol Reference
No. HSS/0370/016M. This survey should take about 30 minutes to complete.

Sincerely

Investigator’s signature Date
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CONSENT

P (full names of
participant) hereby confirm that I understand the contents of this document and the nature of

the research project, and I consent to participating in the research project.

I understand that I am at liberty to withdraw from the project at any time, should I so
desire.

I hereby consent / do not consent to participating in the research survey.

SIGNATURE OF PARTICIPANT......c.cooiiiiiiiiiiieee, DATE......ccccooiiiiiin,
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QUESTIONNAIRE — STAFF

INSTRUCTIONS

Please tick [\/] a box where applicable to answer all questions. The questionnaire is categorized into 2
distinctive sections [A & B]. Section A concerns your biographical information. Section B relates to
Risk Strategy Implementation with 6 sub-sections. All information is purely for research purposes;

therefore the accuracy of your responses is important.

SECTION A: BIOGRAPHICAL INFORMATION

Occupational position:

Academic staff

Support staff

Gender:

Male

Female

No. of years in the TVET college sector:

1-5

6-10

11-15

16-20

>20

Highest qualification:

Grade 12

Certificate

Diploma

Higher Diploma

Degree

Post Graduate
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SECTION B: RISK STRATEGY IMPLEMENTATION

1. Understanding the Control Environment

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

1.1 An operational environment scan was done

before the identification of risks

1.2 College has a risk management policy

1.3 College has risk management procedures

1.4 Presence of an organizational structure for

risk management

1.5 College has clear roles and responsibilities

for risk management

1.6 As a relevant stakeholder, I was made

aware of risk management in the college

1.7 College has established a risk culture

1.8 Risk management has enabled effective

college operations

1.9 Continuous operational improvement has

resulted through the risk strategy

1.10 College environment is generally stable

1.11 Risk management has enabled an

improvement in pass rates

1.12 Risk management has resulted in

successful audit processes
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2. Risk Identification

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

2.1 Staff stakeholder representatives were part

of risk identification development

2.2 Risk identification method, e.g. a

workshop, was used to identify risks

2.3 Aims and objectives for risk identification

was determined

2.4 Strategic and operational environments

were considered in the risk identification

process

2.5 Presence of a structured approach of the

risk identification process

3. Risk Assessment

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

3.1 Received capacity building in order to

assess risks effectively

3.2 Significance of the risk in relation to the

financial loss was considered

3.3 Risks were profiled according to frequency

and its impact

3.4 Identified risks were quantified and rated

3.5 Risk assessment framework was identified

and implemented

3.6 College has assessed its risks
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4. Risk Control

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

4.1 Awareness of controlling operational risk

4.2 Risk control measures are in place to

manage risks

4.3 Action plans exist to mitigate or eliminate

risks

4.4 Risk financing has been considered as part

the budget process

4.5 Risk controls are monitored and reviewed

for effectiveness

4.6 Presence of oversight structures to control

risks

5. Risk Monitoring

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

5.1 College structures are in place to monitor

risks

5.2 Received capacity building on risk

monitoring

5.3 Awareness of measurement of operational

risks

5.4 Awareness of risk monitoring

5.5 Ability to identify new risks through risk
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monitoring

5.6 Risk monitoring has enabled proactive
college management

6. Risk Reporting

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

6.1 Presence of risk reporting mechanisms to

track risk management progress

6.2 Evidence of regular risk reporting from

management

6.3 Discussions in meetings of risks from the

risk report

6.4 Evidence of a format for risk reporting

6.5 Awareness of risk management progress

End of Questionnaire!

Thank you for being part of research that will enable the TVET college sector to continuously

improve. Your confidentiality will be assured.
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8.7 Annexure E: Informed Consent Letter and Questionnaire - Student Representatives

UNIVERSITY OF KWAZULU-NATAL
School of Management, IT & Governance
Dear Respondent,
Master of Public Administration Research Project
Ethical Clearance Number HSS/0370/016M

Researcher: A. Nundkumar (083 787 5562)
Email address: amil.nundkumar@elangeni.edu.za

Supervisor: Dr. M. Subban (031 260 7763)
Research Office: Ms. M Snyman (031 260 8350)

I, Amil Nundkumar, am a Master of Public Administration student in the School of Management,
IT & Governance of the University of KwaZulu-Natal. You are invited to participate in a research
project entitled “A case study of risk management in a KwaZulu-Natal Technical and Vocational
Education and Training College”. This research project has received full ethical clearance from the
university with Ethical Clearance Number HSS/0370/016M.

The aim of this study is to evaluate the effectiveness of the implementation of risk management
processes within a Technical and Vocational Education and Training [TVET] College environment in
KwaZulu-Natal. Elangeni TVET College is the study site. The case study will also determine whether
the college sustains “efficient, effective and clear” systems for risk management in accordance with
legislative parameters.

Through your participation as student representatives, I hope to understand whether the TVET
College is effectively managing its operations, fulfilling its governance obligations and abiding by
legislative requirements in order to implement an effective risk management strategy thereby realizing
its strategic mandate to serve its communities effectively and efficiently.

The results of the survey are intended to contribute to Elangeni TVET College understanding of the
effectiveness in implementing its risk management strategy. The research findings of the case study
can be used by other TVET Colleges as a means of improving their risk strategy. Collectively, the
findings can be a mechanism to improve strategic college processes.

Your participation in this project is voluntary. You may refuse to participate or withdraw from the
project at any time with no negative consequence. There will be no monetary gain from participating
in this survey. Confidentiality and anonymity of records identifying you as a participant will be
maintained by the School of Management, IT & Governance of the university.

If you have any questions or concerns about completing the survey or about participating in this study,
you may contact me or my supervisor at the numbers listed above and by quoting Protocol Reference
No. HSS/0370/016M. This survey should take about 30 minutes to complete.

Sincerely

Investigator’s signature Date
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CONSENT

P (full names of
participant) hereby confirm that I understand the contents of this document and the nature of

the research project, and I consent to participating in the research project.

I understand that I am at liberty to withdraw from the project at any time, should I so
desire.

I hereby consent / do not consent to participating in the research survey.

SIGNATURE OF PARTICIPANT......c.cooiiiiiiiiiiieee, DATE......ccccooiiiiiin,
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QUESTIONNAIRE - STUDENT REPRESENTATION

INSTRUCTIONS

Please tick [\/] a box where applicable to answer all questions. The questionnaire is categorized into 2
distinctive sections [A & B]. Section A concerns your biographical information. Section B relates to
Risk Strategy Implementation with 6 sub-sections. All information is purely for research purposes;

therefore the accuracy of your responses is important.

SECTION A: BIOGRAPHICAL INFORMATION

Academic study

Engineering

Business

Skills

Gender:

Male

Female

Age group

16 - 18

19 -21

>21

Highest qualification

Grade 12

Grade 11

Grade 10

Other

205



SECTION B: RISK STRATEGY IMPLEMENTATION

1. Understanding the Control Environment

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

1.1 An operational environment scan was done

before the identification of risks

1.2 College has a risk management policy

1.3 College has risk management procedures

1.4 Presence of an organizational structure for

risk management

1.5 College has clear roles and responsibilities

for risk management

1.6 As a relevant stakeholder, I was made

aware of risk management in the college

1.7 College has established a risk culture

1.8 Risk management has enabled effective

college operations

1.9 Continuous operational improvement has

resulted through the risk strategy

1.10 College environment is generally stable

1.11 Risk management has enabled an

improvement in pass rates

1.12 Risk management has resulted in

successful audit processes
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2. Risk Identification

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

2.1 Student stakeholder representatives were

part of risk identification development

2.2 Risk identification method, e.g. a

workshop, was used to identify risks

2.3 Aims and objectives for risk identification

was determined

2.4 Strategic and operational environments

were considered in the risk identification

process

2.5 Presence of a structured approach of the

risk identification process

3. Risk Assessment

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

3.1 Received capacity building in order to

assess risks effectively

3.2 Significance of the risk in relation to the

financial loss was considered

3.3 Risks were profiled according to frequency

and its impact

3.4 Identified risks were quantified and rated

3.5 Risk assessment framework was identified

and implemented

3.6 College has assessed its risks

207




4. Risk Control

Variable Strongly | Disagree | Unsure Agree Strongly
Disagree Agree

4.1 Awareness of controlling operational risk

4.2 Risk control measures are in place to

manage risks

4.3 Action plans exist to mitigate or eliminate

risks

4.4 Risk financing has been considered as part

the budget process

4.5 Risk controls are monitored and reviewed

for effectiveness

4.6 Presence of oversight structures to control

risks

5. Risk Monitoring

Variable Strongly | Disagree | Unsure Agree Strongly

Disagree Agree

5.1 College structures are in place to monitor

risks

5.2 Received capacity building on risk

monitoring

5.3 Awareness of measurement of operational

risks

5.4 Awareness of risk monitoring

5.5 Ability to identify new risks through risk
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monitoring

5.6 Risk monitoring has enabled proactive
college management

6. Risk Reporting

Variable

Strongly

Disagree

Disagree

Unsure

Agree

Strongly
Agree

6.1 Presence of risk reporting mechanisms to

track risk management progress

6.2 Evidence of regular risk reporting from

management

6.3 Discussions in meetings of risks from the

risk report

6.4 Evidence of a format for risk reporting

6.5 Awareness of risk management progress

End of Questionnaire!

Thank you for being part of research that will enable the TVET college sector to continuously

improve. Your confidentiality will be assured.
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8.8 Annexure F: Rotated Component Matrix

Rotated Component Matrix

Regarding the rotated component matrix, observations are recorded in the presentation tables

below for the risk strategy implementation variables.

B) Understanding the setting and control environment component matrix

Component
1 2
An operational environment scan was done before the identification of risks 0,421 0,363
College has a risk management policy 0,207 | 0,746
College has risk management procedures -0,077 = 0,810
Presence of an organizational structure for risk management 0,257 © 0,708
College has clear roles and responsibilities for risk management 0,409 = 0,473
As a relevant stakeholder, | was made aware of risk management in the college 0,555 0,537
College has established a risk culture 0,632 0,446
Risk management has enabled effective college operations 0,572 0,507
Continuous operational improvement has resulted through the risk strategy 0,792 0,132
College environment is generally stable 0,528 0,285
Risk management has enabled an improvement in pass rates 0,671 -0,067
Risk management has resulted in successful audit processes 0,777 0,222
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 3 iterations.
C) Risk identification component matrix
Component
1
Stakeholder representatives were part of risk identification development 0,779
Risk identification method, e.g. a workshop, was used to identify risks 0,818
Aims and objectives for risk identification was determined 0,827
Strategic and operational environments were considered in the risk identification 0,854
process
Presence of a structured approach of the risk identification process 0,877
Extraction Method: Principal Component Analysis.
a. 1 component extracted.
D) Risk assessment component matrix
Component
1
Received capacity building in order to assess risks effectively 0,662
Significance of the risk in relation to the financial loss was considered 0,729
Risks were profiled according to frequency and its impact 0,724
Identified risks were quantified and rated 0,743
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Risk assessment framework was identified and implemented 0,800
College has assessed its risks 0,776
Extraction Method: Principal Component Analysis.
a. 1 component extracted.
E) Risk control component matrix
Component
1
Awareness of controlling operational risk 0,753
Risk control measures are in place to manage risks 0,779
Action plans exist to mitigate or eliminate risks 0,800
Risk financing has been considered as part the budget process 0,580
Risk controls are monitored and reviewed for effectiveness 0,837
Presence of oversight structures to control risks 0,822
Extraction Method: Principal Component Analysis.
a. 1 component extracted.
F) Risk monitoring component matrix
Component
1
College structures are in place to monitor risks 0,768
Received capacity building on risk monitoring 0,798
Awareness of measurement of operational risks 0,819
Awareness of risk monitoring 0,858
Ability to identify new risks through risk monitoring 0,896
Risk monitoring has enabled proactive college management 0,710
Extraction Method: Principal Component Analysis.
a. 1 component extracted.
G) Risk reporting component matrix
Component
1
Presence of risk reporting mechanisms to track risk management progress 0,766
Evidence of regular risk reporting from management 0,840
Discussions in meetings of risks from the risk report 0,869
Evidence of a format for risk reporting 0,871
Awareness of risk management progress 0,940

Extraction Method: Principal Component Analysis.
a. 1 component extracted
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8.9 Annexure G: Survey Crosstabs Analysis

This annexure is a statistical response in the form of a raw count and percentage responses
from the 3 types of respondents in the questionnaire survey. The 40 tables is a representation
of the response levels with regard to 40 statements the participants had to respond to. The
columns are representative of the 3 types of respondents namely staff, students [class
representatives| and management [operations]. The rows represent counts [raw and
percentage] of 5 preferences namely strongly agree, agree, unsure, disagree and strongly
disagree. There are 6 risk management themes with 40 statements as follows:

1 UNDERSTANDING THE SETTING AND CONTROL ENVIRONMENT

1.1 An operational environment scan was done before the identification of risks

Crosstab
Group
Staff Students flanagemen  Tofal

An operatio Strongly Dis Count 2 3 0 5
@l 4.4% 15,0% 0,0% B,3%

Disagree Count 2 2 0 4

% within Gr 4 4% 10,0% 0,0% 5,1%

Unsure Count 30 11 8 49

% within Gr 66,7% 55,0% 57,1% 62,0%

Agree Count 9 3 5 17

% within Gr 20,0% 15,0% 35,7% 21,5%

Strongly Ag Count 2 1 1 4

% within Gr 4 4% 5,0% 7,1% 5.1%

Total Count 45 20 14 79

% within Gr ~ 100,0% 100,0% 100,0% 100,0%

Chi-Square Tests

Value df Significancict Sig. (2-sigct Sig. (1-sigint Probability
Pearson Ct 7.4972 g 0,434 0,495
Likelihood | 8062 3 0,427 0,601
Fishers Ex 6762 0,506
Linear-by-L 5507 1 0,454 0,492 0,257 0,053
M of Valid C 79

a. 11 cells (73.3%) have expected count less than 5. The minimum expected count
b. The standardized statistic is .748.

Fisher's Exact Test 6.762 0.506
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1.2 College has a risk management policy

ity

" Crosstab
Group
Staff Students Managemen|{ Total
College has Strongly Di: Count 0 1 0 1
% within Gr 0,0% 5.0% 0.0% 1,3%
Disagree  Count 1 2 1 4
% within Gr 2.2% 10.0% 7.1% 51%
Unsure Count 14 10 5 29
% within Gr 311% 50.0% 35,7% 36,7%
Agree Count 25 5 0 37
% within Gr 55,6% 25.0% 50,0% 46.8%
Strongly Ag Count 5 2 1 8
% within Gr 11,1% 10.0% 7.1% 10,1%
Total Count 45 20 14 79
% within Gr 100.0% 100.0% 100,0% 100.0%
Chi-Square Tests

Walue df Significangct Sig. (2-sifct Sig. (1-sipint Probabili

Pearson Ch 9.063% 8 0,337 0.343

Likelihood F 9,138 8 0,331 0,417

IFishefs Ex: 9,502 0,231
.Linear—hy—Li 1.939° 1 0,164 0,169 0,098 0,028

N of Valid C 79

a. 9 cells (60.0%) have expected count less than 5. The minimum expected count is
b. The standardized statistic is -1.393.

Fisher's Exact Test

9,502

0,231

1.3 College has risk management procedures

ity

Crosstab
Group
Staff Students (anagemen| Tofal
College hasDisagree Count 1 4 1 6
% within Gr 2,2% 20,0% 7.1% 7.6%
Unsure Count 15 8 4 27
% within Gr 33.3% 40,0% 28.6% 34.2%
Agree Count 24 L 9 38
% within Gr 53.3% 25.0% 64.3% 48.1%
Strongly Ag Count 5 3 0 8
% within Gr 11.1% 15.0% 0.0% 10.1%
Total Count 45 20 14 79
% within Gr 100,0% 100,0% 100,0% 100.0%
Chi-Square Tests

Value dr Significancet Sig. (2-sict Sig. (1-sigint Probabil

Pearson Ck 11.270° 6 0,080 0.075

Likelihood F 12,417 6 0,053 0,077

Fisher's Ex: 10,591 0.069
Linear-by-L 1.351" 1 0,245 0.261 0,144 0.038

N of Valid C 79

a. 7 cells (58.3%) have expected count less than 5. The minimum expected count ig

b. The standardized statistic is -1.162.

Fisher's Exact Test

10,591

0,069
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1.4 Presence of an organizational structure for risk management

Crosstab
Group
Staff Students anagemen| Total

College ha: Disagree  Count 1 4 1 6
% within Gr 2.2% 20,0% 7.1% 7.6%

Unsure Count 15 8 4 2T

% within Gr 33,3% 40,0% 28,6% 34.2%

Agree Count 24 5 9 38

% within Gr 53,3% 25,0% 64,3% 48,1%

Strongly Ag Count 5 3 0 ]

% within Gr 11.1% 15.0% 0.0% 10.1%

Total Count 45 20 14 79

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significancit Sig. (2-sigt Sig. (1-sigint Probability
Pearson Cf 11 270° 5 0,080 0,075
Likelihood F 12,417 5 0,053 0,077
Fishers Ex: 10,591 0,069
Linear-by-L  1.351° 1 0,245 0,261 0,144 0,038
N of Valid C 79

a. 7 cells (58.3%) have expected count less than 5. The minimum expected count ig

b. The standardized statistic is -1.162.

Fisher's Exact Test 26,932 0,000

1.5 College has clear roles and responsibilities for risk management

Crosstab
Group
Staff Students planagemen Total

College ha: Disagree  Count 37 2 0 L

% within Gr 6.7% 10.0% 0.0% 6.3%

Unsure Count 20 11 4 35

% within Gr 44 4% 55,0% 28,6% 44 3%

Agree Count 19 6 9 34

% within Gr 42.2% 30.0% 64.3% 43.,0%

Strongly Ag Count 3 1 il L3

% within Gr 6,7% 5,0% T, 1% 6,3%

]Total Count 45 20 14 79
L}

% within Gr 100.0% 100,0% 100.0% 100.0%

Chi-Square Tests

Value df Significancet Sig. (2-siqct Sig. (1-sigint Probability
Pearson CF 4 063° G 0,549 0,566
Likelihood F 5,764 5] 0,450 0,590
Fisher's Ex: 4,835 0.545
Linear-by-L N L 1 0,378 0,416 0.219 0,056
M of Valid C 79

a. 6 cells (50.0%) have expected count less than 5. The minimum expected count ig
b. The standardized statistic is .881.

Fisher's Exact Test 4,835 0,545
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1.6 As a relevant stakeholder, I was made aware of risk management in the college *
Group

Crosstab
Group
Staff Students pManagemen Total
As a releva Strongly Di Count 2 4 0 6
% within Gi 4.4% 20.0% 0.0% 7.6%
Disagree Count 3 g 0 11
I % within Gi 6, 7% 40.0% 0.0% 13,9%
i Unsure Count 20 5 0 25
% within Gi 44 4% 25.0% 0.0% 31.6%
Agree Count 14 2 10 26
% within Gi 31.1% 10.0% 71.4% 32.9%
Strongly Ac Count 6 1 4 11
% within Gi 13.3% 5.0% 28.6% 13,9%
Total Count 45 20 14 s
% within Gi 100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Walue df Significangct Sig. (2-sict Sig. (1-sifint Probability
Pearson Ct 39 018 8 0.000 0.000
Likelihood F 41,636 8 0,000 0,000
Fisher's Ex 34.430 0,000
Linear-by-L 1.331® 1 0,249 0.268 0,139 0,027
M of Valid ¢ 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected count
b. The standardized statistic is 1.154.

Fisher's Exact Test 34,430 0,000

1.7 College has established a risk culture

Crosstab
Group
Staff Students Managemen| Total

College ha: Strongly Dis Count 0 Ey 0 5
% within Gr 0,0% 25,0% 0,0% 6,3%

Disagree Count 3 5] 3 14

%% within Gr 11,1% 30,0% 21,4% 17, 7%

Unsure Count 22 ] 3 33

%% within Gr 48,9% 40,0% 21,4% 41,8%

Agree Count 16 1 T 24

% within Gr 35,6% 5,0% 50,0% 30,4%

Strongly Ag Count 2 0 1 3

% within Gr 4,4% 0,0% 7,1% 3,8%

Total Count 45 20 14 79

% within Gr 100,0% 100,0% 100,0% 100,0%

Chi-Square Tests

Value df Significancit Sig. (2-siget Sig. (1-sigint Probability
Pearson Ct 27 2507 g 0,001 0,001
Likelihood | 29,043 g 0,000 0,000
Fisher's Ex; 24 128 0,000
Linear-by-L 1.058" 1 0,304 0,318 0172 0,036

M of Valid C 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected countig
b. The standardized statistic is -1.028.

Fisher's Exact Test 24,129 0,000
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1.8 Risk management has enabled effective college operations

Fisher's Exact Test

18,979

Crosstab
Group
Staff Students lanagemer Total
Risk manz Strongly Di Count 0 1 0 1
%% within G 0,0% 5,0% 0,0% 1,3%
Disagree Count 2 =] 3 14
%% within G 4 4% 45 0% 21,4% 17, 7%
Unsure Count 20 5] 5 31
7 %% within G 44 4% 30,0% 35,7% 39,2%
Agree Count 19 4 5 28
%% within G 42 2% 20,0% 35,7% 35,4%
Strongly Ac Count 4 i 1 5
%% within G 8,9% 0,0% 7, 1% 6,3%
Total Count 45 20 14 79
% within G 100 0% 100,0% 100,0% 100,0%
Chi-Square Tests
WValue df Significandt Sig. (2-si¢t Sig. (1-sifint Probabil
Pearson C 20.399° 8 0,009 0,008
Likelihood 21,054 =] 0,007 0,007
Fishers Ex 18,979 0,005
Linear-by-1 4 254° 1 0,039 0,044 0,024 0,008
M of Valid ¢ 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected co
b. The standardized statistic is -2.063.

0,005

ity

1.9 Continuous operational improvement has resulted through the risk strategy

Crosstab
Group
Staff Students Managemen Total
Continuous Strongly Di Count 0 3 0 3
% within Gi 0.0% 15.0% 0.0% 3.8%
Disagree Count 1 6 1 g
% within Gi 22% 30.0% 7.1% 10.1%
i Unsure Count 25 T 7 39
% within Gi 556.6% 35.0% 50.0% 49.4%
Agree Count 18 3 5 26
% within Gi 40.0% 15,0% 35.7% 32,9%
Strongly Ac Count (| 1 1 3
% within Gi 22% 5.0% 7.1% 3.8%
Total Count 45 20 14 79
% within Gi 100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Walue df Significangct Sig. (2-sifct Sig. (1-sipint Probability
Fearson Ct 24 189° a8 0,002 0,002
Likelihood | 22,678 ¢ 0.004 0.004
Fisher's Ex 20,224 0.002
Linear-by-L 1.089% 1 0,297 0,337 0,171 0.040
M of Valid € 79

a. 10 cells (66.7%) have expected count less than 5. The minimum expected coun

b. The standardized statistic is -1.044.

Fisher's Exact Test

20,224

0,002
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1.10 College environment is generally stable

Fisher's Exact Test

1.11 Risk management has enabled an improvement in pass rates

1

6,182

0,017

Crosstab
Group
Staff Students Managemen| Total
College env Strongly Di Count 1 4 0 b
% within Gi 2,2% 20.0% 0.0% 6.3%
Disagree  Count 2 5 2 9
% within Gi 4.4% 25,0% 14.3% 11.4%
Unsure Count 17 5 4 26
| % within Gi 37.8% 25,0% 28.6% 32.9%
Agree Count 23 4 T 34
% within Gi 51.1% 20,0% 50.0% 43.0%
Strongly Ac Count 2 2 1 5
% within Gi 4.4% 10,0% 7.1% 6.3%
Total Count 45 20 14 ik
% within Gi 100.0% 100.0% 100,0% 100.0%
Chi-Square Tests
Value df Significandct Sig. (2-sict Sig. (1-sijint Probability
Pearson CFk 18.034% 8 0.021 0.019
Likelihood F 17.453 8 0.026 0.040
Fisher's Ex 16,182 0.017
Linear-by-L 850" 1 0,357 0,375 0,199 0,038
M of Valid C 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected count
b. The standardized statistic is -.922.

ik

Crosstab
Group
Siraff Situdents flanagemer  Total
Rizk mana Strongly O Caunt a 2 1 3
=2 within 51 0,05 10,052 T 3.8
Dizagree Count 3 4 o i
=2 within 51 6.7+ 20,05 28,65 13,95
Ursure Caunt 25 il 4 40
=2 within 51 55,62 55,0 28,82 50,62
Agres Count 16 3 5 2d
=2 within 51 35,62 15,05 357 30,42
Strongly & Count ] a a 1
=2 within 51 2 2 0.0: 0,0: 1.3
Tatal Count 45 20 14 T3
Foowithin 5 100,05 100,05 100,05 100,05
Chi-Square Tests

Walus of Significandgst Sig. [2-silzt Sig. [1-sigint Probakbi

Pearsan C 13,074 =] o.M 0,095

Likelihoad 14,730 g 0,053 0,066

Fisher's Ex 14,01 0,035
Linear-bu- =151t 1 0,023 0,027 0,015 0,006

M af Walid C 73

a. 3 cells (BO.0% ) have expected count less than 5. The minimum expected cou
b. The standardized statiztic iz -2. 276,

Fisher's Exact Test

1

4.011

0.038
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lites

1.12  Risk management has resulted in successful audit processes
Crosstab
Group
Stalf Students flanagemer]  Total
Bizk mana Strongly D Count ul d u] d
2 within G 0.0 20,02 0,02 5.0
Dizagree  Count 1 5 2 =}
2 within G s 25,0 1,535 0.7
Lnsure Count 23 i 5 33
2 within G 51,1 55,0 35,7 g, dns
Hgree Count 13 u} 5 249
2 within G d2 2 0,0 35,7 30,d5
Strongly & Count 2 u} 2 d
2 within Gi 3 0,05 14,352 =9
Tatal Cawint 45 20 14 T3
¥owithinls 100,00 100,02 100,05 100,05
Chi-Square Tests
Walue df Significangzt Sig. [2-sifct Sig. [1-=ipint Probabi
Pearson T 351.552° =} 0,000 0,000
Likelihood 36,860 g 0,000 0,000
Fisher's Ex 23,980 0,000
Lirear-bu- 2 0s5t 1 0,143 0,161 0,053 0,024
M oaf Walid [ T3

a. 10 zells [BE. T3] have expected count less than 5. The minimum expected co
b. The standardized statistic is -1.ddd.

Fisher's Exact Test

29.980

2. RISK IDENTIFICATION

0.000

2.1 Stakeholder representatives were part of risk identification development

Crosstab
Group
Staff Students flanagemer Total
Student st Serongly Oi Count o =) a 3
= within 5 0.0 45,02 0.0 a4
Dizagree Count 3 5 1 =)
= within 5 5.7 25,0 T .z
Ursure Caunt =2 3 2 =3
= within 5 53.3¢ 1502 14,324 36,7
Agree Count 7 3 10 30
= within 5 JE = 15,02 Tl 5.0
Strongly & Count 1 a 1 2
= within Gi 2.2 0.0z T =
Taral Count 45 =0 14 T3
>0 within Gi 100,05 100,02 100,05 100,02
Chi-Square Tests
Walue =[3 Significandgt Sig. [2-sijct Sig. [1-sipint Prabability
PearzonC 47 353" S 0,000 0.aa0
Likelihood 45,922 = 0.000 0.0o0
Fisher's Ex 39,952 0,000
Linear-bu- Aost 1 0,743 0775 0.333 0.053
M oof Walid C 73
a. T cells [456. 701 hawve espected count less than 5. The minimum espected cou
b. The standardized statistic is - 320,

Fisher's Exact Test

39.952

0.000
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2.2 Risk identification method, e.g. a workshop, was used to identify risks

Crosstab
Group
Staff Students flanagemer  Total

Risk identi Strongly Di Count 0 4 0 4
% within G 0.0% 20.0% 0.0% 5.1%

Disagree Count 3 B 0 9

% within G B6.7% 30.0% 0.0% 11.4%

Unsure Count 26 7 1 34

% within G 57.8% 35.0% 7.1% 43.0%

Agree Count 13 2 11 26

% within G 28.9% 10.0% T78.6% 32.9%

Strongly Ac Count 3 1 2 7]

% within G 6.7% 5.0% 14.3% 7. 6%

Total Count 45 20 14 79

% within G 100.0% 100.0% 100.0% 100.0%

Chi-Sguare Tests
Value df Significandct Sig. (2-sigt Sig. (1-sisint Probabili

ty

Pearson C  40.452° ] 0.000 0.000
Likelihood 40.121 EE] 0.000 0.000
Fishers Ex 33,998 0.000
Linear-by-1 1.258" 1 0.262 0.281 0.149 0.034

M of Walid € 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected couyl
b. The standardized statisticis 1.121.

Fisher's Exact Test 33.998 0.000

2.3 Aims and objectives for risk identification was determined

Crosstab
Group
Staff Students Planagemen| Total

Aims and o Strongly Dis Count i} 3 0 3
%% within Gr 0.0% 15.0% 0.0% 3.8%

Disagree Count 2 5 0 ¥

% within Gr 4.4% 25.0% 0.0% 8.9%

Unsure Count 23 g 2 33

%% within Gr 51.1% 40.0% 14 3% 41.8%

Agree Count 17 3 11 31

%% within Gr 37.8% 15.0% 78.6% 39.2%

Strongly Ag Count 3 1 1 B

% within Gr 6.7% 5.0% 7.1% 6.3%

Total Count 45 20 14 79

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Walue df Significancct Sig. (2-siget Sig. (1-sigint Probability
FPearson Ct 29 0547 8 0.000 0.000
Likelihood | 28.446 8 0.000 0.000
Fishers Ex 23.845 0.000
Linear-by-L 247° 1 0.619 0.680 0.343 0.059
M of Walid C 79

a. 9 cells (60.0%) have expected countless than 5. The minimum expected countig
b. The standardized statisticis .497.

Fisher's Exact Test 23.848 0.000
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2.4 Strategic and operational environments were considered in the risk identification
process

Crosstab
Group
Staff Students flanagemer Total

Strategic a Strongly Di Count i 3 0 3
% within G 0.0% 15.0% 0.0% 3.8%

Disagree Count 1 5] 0 7

%% within G 2.2% 30.0% 0.0% 8.9%

Unsure Count 21 i 2 30

% within G 46. 7% 35.0% 14.3% 38.0%

Agree Count 22 3 " 36

%% within G 48.9% 15.0% 78.6% 45 6%

Strongly Ac Count 1 1 1 3

% within G 2.2% 5.0% 7. 1% 3.8%

Taotal Count 45 20 14 79

%6 within G 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Walue df Significandget Sig. (2-sift Sig. (1-sisint Probability
Pearson C 33.765° 8 0.000 0.000
Likelinood 32.868 8 0.000 0.000
Fisher's Ex 28.225 0.000
Linear-by-L 058" 1 0.813 0.865 0.445 0.067

M of Walid € 78
a. 9 cells (60.0%) have expected count less than 5. The minimum expected cou
b. The standardized statistic is .237.

Fisher's Exact Test 28.225 0.000

2.5 Presence of a structured approach of the risk identification process

Crosstab
Sroup
Staff Students flanagemen Total

Presence ¢ Strongly Di Count W] 2 0 2
%5 within G 0.0% 10.0% 0.0% 2 5%

Disagree Count 1 5 1 7

% within G 2.2% 25.0% 7. 1% 8.9%

Unsure Count 23 12 4 39

% within G 51.1% G60.0% 28.6% 49.4%

Agree Count 21 1 8 30

% within G 46.7% 5.0% 57.1% 38.0%

Strongly Ac Count 0 0 1 1

% within G 0.0% 0.0% 7. 1% 1.3%

Total Count 45 20 14 79

%% within G 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significandt Sig. (2-sift Sig. (1-sisint Probability
Pearson C 28 395° 8 0.000 0.000
Likelihood 29.174 E] 0.000 0.000
Fisher's Ex 26.035 0.000
Linear-by-L 2a2° 1 0.588 0.627 0.327 0.066

M of Valid ¢ 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected cou|
b. The standardized statistic is -.540.

Fisher's Exact Test 26.035 0.000
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3. RISK ASSESSMENT

3.1 Received capacity building in order to assess risks effectively

Crosstab
Group
Sraff Students lanagemer]  Total
Received ¢ Strongly Oi Count 1 d4 2 T
2 within Gi 2,2 20,0 I, 35 5.9
Oisagree Count 5] T 5 15
> within Gi 13,33 35,0 35,7 228
Unizure Count 20 =] 3 31
2 within Gi i 40,05 21,45 39,20
Agree Count 6 u] 4 20
2 within Gi 35,65 0,00 28,6 25,3
Strongly & Count z 1 o I3
i within Gi e S.0 0,02 JER=iA
Tatal Count 45 20 14 T3
¥owithin G 100,05 00,05 100.0:- 00,05
Chi-Square Tests
Walue df Significandt Sig. [2-=ijet Sig. [1-sipint Prababilits
PearsonC 15 593" =1 0,017 0,015
Likelilood 24,405 g 0.a0z 0,003
Fisher's Ex 21,051 0.00z2
Linear-bu- & 045t 1 0,005 0,005 0,003 0,001
M af Walid O K=
a. Jcells (B0 ) have expected count less than 5. The minimum expected cou
b. The standardized statistic iz -2. 5356,

Fisher's Exact Test 21.051

0.002

3.2 Significance of the risk in relation to the financial loss was considered

litws

Crosstab
Group
Siraff Students flamagemen  Tatal
Significan: Strongly Oi Count ul 3 ul 3
=2 within Gi 0,0 15,02 0,0z 3.8
Dizagrese Count 2 =1 1 =}
2 within Gi d,d% 25,03 T 10,712
Ursure Cant 30 3 T 45
2 within Gi BE, 7 a5 0 50,08 58,23
Agree Count 11 2 E 13
2 within Gi 24,42 10,02 42,95 24,134
Strangly S Count z 1 a 3
2 within Gi d,d5 5.0 0,02 3.82
Taral Caunt 45 20 14 73
¥ owithin G 100,02 100,05 100,05 100,05
Chi-Square Tests

Walue df Significandgzt Sig. [Z-silet Sig. [1-sibint Probabi

PearsonC 70 452° =1 0003 0,005

Likelihood 13,535 =1 00712 0,015

Fizher's Ex 16,374 0.0z
Linear-bu- 457t 1 0,433 0,525 0,280 0,053

M af Walid T3

a. M eells (T332 have expected count less than 5. The minimum expected oo
b. The standardized statistic is - 676,

Fisher's Exact Test

16.374
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3.3 Risks were profiled according to frequency and its impact

Crosstab
Group
Staff Students flanagemer] Total
Risks were Strongly Di Count 0 1 1 2
%6 within & 0.0% 5.0% 7.1% 2 5%
Disagree Count 1 5 1 7
% within G 2 2% 25.0% 7.1% 8.9%
Unsure Count 26 10 3 39
% within G 57.8% 50.0% 21.4% 49 4%
Agree Count 17 3 g 28
%% within G 37.8% 15.0% 64 3% 36.7%
Strongly Ac Count 1 1 0 2
% within G 2 2% 5.0% 0.0% 2 5%
Total Count 45 20 14 79
% within &  100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Value df Significandct Sig. (2-sift Sig. (1-siyint Probability
Pearson C  20.155% g 0.010 0.008
Likelihood 20.831 3 0.008 0.006
Fishers Ex 19.746 0.002
Linear-by-L 412" 1 0.521 0.571 0282 0.061
M of Walid € 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected coul
b. The standardized statistic is - 642

Fisher's Exact Test 19.746

0.002

3.4 Identified risks were quantified and rated

Crosstab
Group
Staff Students Panagemen Total
Identified ri: Strongly Di: Count ] 1 0 1
% within Gr 0.0% 5.0% 0.0% 1.3%
Disagree Count 1 5 0 5
% within Gr 2.2% 25.0% 0.0% 7.6%
Unsure Count 30 13 2 45
%% within Gr 66.7% 65.0% 14.3% 57.0%
Agree Count 12 1 12 25
% within Gr 26.7% 5.0% 85.7% 31.6%
Strongly Ag Count 2 0 0 2
% within Gr 4 4% 0.0% 0.0% 2 5%
Total Count 45 20 14 79
% within Gr 100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Value df Significanclct Sig. (2-siqct Sig. (1-sigint Probability
Pearson Ct 38.432° 8 0.000 0.000
Likelihood | 37.909 8 0.000 0.000
Fishers Ex 32.881 0.000
Linear-by-L 1.299° 1 0.269 0.295 0.160 0.045
M of Valid C 79
a. 10 cells {(66.7%) have expected count less than 5. The minimum expected count
b. The standardized statisticis 1.106.

Fisher's Exact Test 32.881

0.000
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3.5 Risk assessment framework was identified and implemented

Crosstab
Group
Staff Students Managemen  Total

Risk asses Disagree  Count 1 7 0 8
% within G 2.2% 35.0% 0.0% 10.1%

Unsure Count 29 12 3 44

% within G 64.4% 50.0% 21.4% 55.7%

Agree Count 12 1 1" 24

% within G 26.7% 5.0% 78.6% 30.4%

Strongly A« Count 3 0 0 3

% within G 6.7% 0.0% 0.0% 3.8%

Total Count 45 20 14 79

% within G 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

WValue df Significandact Sig. (2-sict Sig. (1-shint Probability
Pearson Ct 37 4G4° 6 0.000 0.000
Likelihood | 36.3M1 6 0.000 0.000
IFishefs Ex 30401 0.000
lLinear—l:r;.'—L 3058% 1 0.581 0603 0.327 0.071
N of Valid € 79

a. T cells (58.3%) have expected count less than 5. The minimum expected cour
b. The standardized statistic is .552.

Fisher's Exact Test 30.401 0.000

3.6 College has assessed its risks

Crosstab
Group
Stalf Students flanagemer  Total

College ha Strongly Oi Cowunt u] 3 o 3
2 within G 0.0 1502 0.0 o=

Dizagrese  Count 3 3 2 g

2 within G 5.7 15,00 14,55 0.1

Unsure Caunt ls] 10 1 30

2 within G L 50,0 T 358.00

Agres Caunt ls] d 10 33

2 within G 22 20,00 T4 1,580

Strongly & Count d4 a 1 5

2 within G 5.9 0.0 T 5,3

Tatal Count 45 20 14 T3

owithin G 100,027 100,05 00,05 00,00

Chi-Square Tests

Yalue df Significandgst Sig. [2-silct Sig. [1-sigint Probability
Pearsan T 21535° =1 0,006 0,005
Likelihood =3.861 g o0.002 0.003
Fisher's Ex 13,447 0,003
Linear-by- Rixy 1 0,665 0,656 0,363 0,058
M af Walid C T3

a. Jcells (0.0 ] have expected count lesz than 5. The minimum expected cou
b. The standardized statistic i - 4285,

Fisher's Exact Test 19.447 0.003
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4. RISK CONTROL
4.1 Awareness of controlling operational risk

Crosstab
Group
Staff Students flanagemer]  Total

A arenes: Strangly O Caount 1 1 u] 2
2 within Gi 2.2% 5.0% 0.0 255

Dizzgres Count 1 3 3 T

2 within Gi 2.2 13.0% 214 .3

Ur=ure Caunt 21 12 u] 33

2 within Gi 46,74 G002 0.0:1 418

Agree Ciount 13 4 alu] 33

2 within Gi 422 20.0% Tl 1.8

Strongly 8 Count 3 a 1 q

> within Gi = 0.0 T 1

Tatal Caount 45 20 14 T3

Howithin G 100,05 100,02 00,02 00,02

Chi-Square Tests

Yalue df Significandzt Sig. [2-sict Sig. [1-sipint Probability
Fearsen T 20,714 g 0.005 0,007
Likelihood 27.713 5] 0,001 0,000
Fizher's Ex 23,667 0,000
Linear-bu- .n4at 1 0.827 0,860 0446 0,068

I of Walid C i)
a. Acellz (60,03 have expected count less than 5. The minimum expected coul
b. The standardized statistic is - 215

Fisher's Exact Test 23.667 0.000

4.2 Risk control measures are in place to manage risks

Crosstab
Group
Staff Students flanagemer|  Total

Risk contre Strangly Oi Count a 1 o 1
i within Gi 0.0z 5.0 0.0 135

Dizagree  Count 2 5 4 i

2 within Gi 4 g4 250 286 15,322

Unsure Count 20 ] 1 27

2 within G 44,45 30,05 T 34,2

bgres Cownt 21 E g 35

2 within G 45,7 30,00 ST 44,350

Strongly & Count Z 2 1 5

2 within Gi 442 10,00 T 5.3

Total Count 43 20 14 TS

Mowithin 5 100,022 100,05 00,052 00,022

Chi-Square Tests
Yalue df Significang=t Sig. [2-silzt Sig. [1-sibint Probability

PearsanC 15452 a8 0,036 0,027
Likelibood 17828 g 0.023 0023
Fizher's Ex 17,348 0,003
Lirzar-bu- STEE 1 0.445 0,437 0,251 0,051

I af Walid Ta
a. Jcells (G002 have expected count less than 3. The minimum expected cou
b. The standardized statistic is - T33.

Fisher's Exact Test 17.348 0.009
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4.3 Action plans exist to mitigate or eliminate risks

Crosstab
Group
Stalf Students flanagemer  Total
Action plar Strongly Oi Count u] ] 1 il
owithin Gi 0.0 0.0 T4 1.3
Oizagree Count 1 4 3 g
L within Gi 2.2% 20,00 214 10,73
Unzure Caunt 29 3 5} 3T
¥ within Gi EG.E 45,02 214 4B, 8
Agree Count 17 5] 5 28
o within Gi 3T.E 30,00 35,7 354
Strongly S Caunt 2 1 2 5
o within Gi d g4 e 14,3 5,3
Tatal Cannt 45 20 14 T3
Mowithin G 100,03 100,0% 100,05 00,05
Chi-Square Tests
Value df Significand:t Sig. [2-sijet Sig. (1-sipint Probability
FPezarzon T 15.730° g 0,045 0,036
Likelibood 15.1M g 0,057 0062
Fisher's Ex 15,145 0,023
Lirear-by- BSEE 1 0,361 0,366 0,207 0,045
Mol Walid T3

a. 10 cellz [BE. T+ have expected count less than 5. The minimum expected co

b. The standardized statistic is - 314,

Fisher's Exact Test

15.145

0.023

4.4 Risk financing has been considered as part the budget process

Crosstab
Group
Staff Students flanagemern Total
Risk finant Strongly Di Count 1 4 0 5
% within G 2.2% 20.0% 0.0% 6.3%
Disagree Count 1 1 3 5
% within G 2.2% 5.0% 21.4% 6.3%
Unsure Count 26 13 5 44
% within G 57.8% 65.0% 35.7% 55.7%
Agree Count 17 2 i} 25
% within G 37.8% 10.0% 42.9% 31.6%
Total Count 45 20 14 79
% within G 100.0%| 100.0%| 100.0%| 100.0%
Chi-Square Tests
Walue df Significandt Sig. (2-sigt Sig. (1-siyint Probability
Pearson C  19.691° [ 0.003 0.003
Likelihood 18.398 B 0.005 0.007
Fishers Ex  16.455 0.004
Linear-oy-L 1.711° 1 0.191 0.198 0.115 0.031
M of Walid ¢ 79
a. 7 cells (58.3%) have expected count less than 5. The minimum expected cou
b. The standardized statistic is -1.308.

Fisher's Exact Test

16.455

0.004

225



4.5 Risk controls are monitored and reviewed for effectiveness

Crosstab
Group
Stalf Students flanagemer]  Total

Bizk contrc Strangly Oi Count i] 2 1 3
4 within Gi 0.0 10,02 T 3.8+

Dizagree Count 1 T 1 3

4 within Gi 2.2% 35,00 T T.d

Ursure Caunt 2T 1] Z2 33

¥ within Gi G000 0.0 14,3 439,43

fgree Count 15 1 3 25

¥ within Gi 33,3 5.0 64,3 3.6

Sitrangly & Count 2 u] 1 3

4 within Gi q.d5 0.0 A 3.8+

Tl Count 45 20 14 T3

Yowithin G 100,007 100,02 00,02 00,02

Chi-Square Tests

Value df Significangzt Sig. [2-silet Sig. [1-sipint Prababilits
PearsonC| 37 4E0° =] 0,000 0,000
Likelihood 34,954 i] 0,000 0,000
Fisher'z Ex 31329 0000
Linear-bu- K-l 1 0515 0.545 0,257 0,056
M of 'Walid 0 i)

a. 3 cells (B0.02]) have erpected count less than 5. The minimum expected cou
b. The standardized statistic is - 643,

Fisher's Exact Test 31.324 0.000

4.6 Presence of oversight structures to control risks

Crosstab
Group
Sitaff Students flanagemer  Total

Presence  Strongly O Count a 1 a 1
> within Gi 0.0 5.0 0.0 1.3

Disagree Count 1 4 3 a

> within Gi 2.2 20,05 2142 10,74

Unsure Count 24 il 3 35

> within Gi 93,3 5.0 2142 43,1

Agree Count 15 4 a8 a0

> within Gi d0,05 20,05 X 3800

Strongly & Count 2 a a 2

> within Gi q.d5 0.0 0.0 2.5¥

Tatal Count 45 20 14 T3

MowithinGr 100000 0000 100,00 00,0

Chi-Square Tests

Yalue df Significandgt Sig. [2-sifct Sig. [1-sigint Probability
PearsonC  {5.558° =1 0035 0026
Likelihood 15,240 g 0020 0.0
Fisher'z Ex 16,353 0,011
Linear-bu- 1.689¢ il 0,134 0,202 0116 0,034
M of Walid © T3

a. Jeells (60,03 have expected count less than 5. The minimum espected cou

b. The standardized statistic iz -1. 300,

Fisher's Exact Test 16.353 0.011
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5. RISK MONITORING

5.1 College structures are in place to monitor risks

Crosstab
Group
Staff Students [flanagemer Total
College stn Strongly Dis Count 0 1 0 1
% within Gr 0.0% 5.0% 0.0% 1.3%
Disagree Count 2 3 2 7
% within Gr 4.4% 15.0% 14.3% 8.9%
Unsure Count 20 12 2 35
% within Gr 44 4% 65.0% 14.3% 44 3%
Agree Count 20 3 9 32
% within Gr 44.4% 15.0% 64.3% 40.5%
Strongly Ag Count 3 0 1 4
% within Gr 6.7% 0.0% T.1% 5.1%
Total Count 45 20 14 79
% within Gr ~ 100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Value df Significanct Sig. (2-sigct Sig. (1-sigint Probability
Pearson Ct 16.737° 8 0.033 0.025
Likelihood | 19.026 8 0.015 0.013
Fishers Ex 17.443 0.007
Linear-by-L 288" 1 0593 0.640 0.330 0.064
M of Valid C 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected count ig
b. The standardized statistic is - 535.

Fisher's Exact Test

17.443

0.007

5.2 Received capacity building on risk monitoring

Crosstab
Group
Staff Students Managemen Total
Received ci Stronghy Dis Count 1 Gl o 2
% weithin Gr 2.2% 5.0% 0.0% 2.5%
Dizagree  Count 4 4 [ 14
% weithin Gr 8.9% 20.0% 42.9% 17.7%
Unsure Count 21 14 3 38
% weithin Gr 46.7% 70.0% 21.4% 43.1%
Agree Count 18 1 5 24
% weithin Gr 40.0% 5.0% 35.7% 30.4%
Strongly Ag Count 1 o o 1
% within Gr 2.2% 0.0% 0.0% 1.3%
Total Count 45 20 14 79
% weithin Gr 100.0% 100.0% 100.0% 100.0%
Chi-Square Tests
Walue df Significancct Sig. (2-sigct Sig. (1-sifint Probakbility
Pear=zon Ch 18 485° 3 o018 0.012
Likelihood R 20.586 ] 0.008 0.008
Fisher's Ex: 19.377 0.003
Linear-by-L 4 763" 1 0.029 0.033 0.019 0.007
N of Valid C 79

a. 9 cells (50.0%) have expected count less than 5. The minimum expected count is .

b. The standardized statistic is -2.182.

Fisher's Exact Test

19.377

0.003
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5.3 Awareness of measurement of operational risks

Crosstab
Group
Staff Students flanagemern  Total
Awareness Strongly Di Count | 2 0 3
% within G 22% 10.0% 0.0% 3.8%
Disagree Count 2 4 2 8
% within G 4.4% 20.0% 14.3% 10.1%
Unsure Count 19 10 5 34
% within G 42.2% 50.0% 35 7% 43.0%
Agree Count 23 3 T 33
% within G 51.1% 15.0% 50.0% 41.8%
Strongly Ac Count 0 1 0 1
% within G 0.0% 5.0% 0.0% 1.3%
Total Count 45 20 14 79
B within G 100.0%( 100.0%| 100.0%( 100.0%
Chi-Square Tests
Value df Significandt Sig. (2-sict Sig. (1-sisint Probability
Pearson C  14.408° : 0.072 0.058
Likelihood 15.136 a8 0.057 0.056
Fishers Ex 14345 0.030
Linear-by-L 1.074° 1 0.300 0.325 0173 0.041
M of Valid € 79
a. 9 cells (60.0%) have expected count less than 5. The minimum expected cou
b. The standardized statistic is -1.037.

Fisher's Exact Test 14.345 0.030
5.4 Awareness of risk monitoring
Crosstab
Group
Staff Students flanagemer]  Total
Awarenes: Strangly Di Count 1 1 a 2
2 within Gi 2.2% 5.0 0.0z 2.5
Oisagree  Count 2 T 3 12
=2 within G g 3500 214 152>
Unsure Caunt 13 g 1 28
=2 within G 4z 2 0,05 T 354
Agree Ciount 24 3 lu} a3d
2 within Gi 46,7 15,00 T4 43,00
Strangly & Count 2 1 o 3
i within G b4 5.0 0.0 3.8
Toral Caunt 45 20 14 T3
=owithin G 100,05 00,05 00,05 00,05
Chi-Square Tests
Yalue df Significandzt Sig. [2-sijet Sig. [1-sigint Prababilicy
PearsonC 20 734° a8 0,005 0,007
Likelihood 23,705 g 0,003 0,002
Figher's Ex 21.E7E 0.001
Lir=ar-bu- 5ast 1 0,440 0,452 0,246 0,043
M of Walid T3
a. Acell=[60.02 ) have enpected count less than 5. The minimum expected cou
b. The standardized statisticis - 772,

Fisher's Exact Test

21.676
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5.5 Ability to identify new risks through risk monitoring

Crosstab
Group
Staff Studentz Managemen Total

Ability to ide Stronghy Dis Count 1 2 0 3
% within Gr 22% 10.0% 0.0% 3.8%

Dizagree  Count 2 5 3 10

% within Gr 4.4% 25.0% 21.4% 12.7%

Unsure Count 21 10 2 33

% within Gr 45.7% 50.0% 14.3% 41.8%

Agree Count 18 2 ] 23

% within Gr 40.0% 10.0% 57.1% 35.4%

Strongly Ag Count 3 1 k| 5

% within Gr §.7% 5.0% T.1% 6.3%

Total Count 45 20 14 79

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significancict Sig. (2-=igct Sig. (1-sipint Probability
Pearson Ch 17 4T7® 8 0.026 0.024
Likelihood R 19.554 8 0.2 0.7
Fizsher's Ex: 18.306 0.008
Linear-by-L 497 i 0.481 0.521 0.267 0.050

N of Valid C 79
a. 9 cells (50.0%) have expected count less than 5. The minimum expected count is .
b. The standardized statistic is -.705.

Fisher's Exact Test 18.306 0.006

5.6 Risk monitoring has enabled proactive college management

Crosstab
Group
Staff Students flanagemern  Total

Risk monit Strongly Di Count ] 1 0 1
% within G 0.0% 5.0% 0.0% 1.3%

Disagree Count 2 ] 4 12

% within G 4.4% 30.0% 28.6% 15.2%

Unsure  Count 22 12 3 a7

% within G 48.9% 60.0% 21.4% 46.8%

Agree Count 19 1 ] 26

% within G 42 2% 5.0% 42.9% 32.9%

Strongly Ac Count 2 0 1 3

% within G 4 4% 0.0% 7.1% 3.8%

Total Count 45 20 14 79

S within G 100.0%| 100.0%| 100.0%| 100.0%

Chi-Square Tests

Value df Significandt Sig. (2-sift Sig. (1-sigint Probability
Pearson C  21.181% g 0.007 0.004
Likelihood 24 954 ] 0.002 0.001
Fishers Ex 22962 0.001
Linear-by-L 3.295° 1 0.069 0.052 0.043 0.014

M of Walid € 78
a. 9 cells (60.0%) have expected count less than 5. The minimum expected cou|
b. The standardized statistic is -1.815.

Fisher's Exact Test 22.962 0.001
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6. RISK REPORTING

6.1 Presence of risk reporting mechanisms to track risk management progress

Crosstab
Group
Staff Students lanagemer Total

Presence ( Strongly Oi Count 0 1 1 2
% within G 0.0% 5.0% 7.1% 2.5%

Disagree Count 0 3 2 5

% within G 0.0% 15.0% 14.3% 6.3%

Unsure  Count 24 15 6 45

% within G 53.3% 75.0% 42 9% 57.0%

Agree Count 20 1 by 26

% within G 44 4% 5.0% 35.7% 32.9%

Strongly Ac Count 1 0 0 1

% within G 22% 0.0% 0.0% 1.3%

Total Count 45 20 14 79

S within G 100.0%( 100.0%( 100.0%( 100.0%

Chi-Square Tests

Yalue df Significandt Sig. (2-sigt Sig. (1-sisint Probability
Pearson C  15.498% 8 0.018 0.012
Likelihood 23740 8 0.003 0.001
Fishers Ex 21.258 0.001
Linear-by-L 7.950° 1 0.005 0.004 0.003 0.002

M of Valid ¢ 79
a. 10 cells (66.7%) have expected count less than 5. The minimum expected coj
b. The standardized statistic is -2.820.

Fisher's Exact Test 21.259 0.001

6.2 Evidence of regular risk reporting from management

Crosstab
Group
Staff Students Managemen Total

Evidence ol Strongly Dis Count 1 3 1 5
% within Gr 22% 15.0% 7.19% 6.3%

Dizagree  Count | 4 3 a8

% within Gr 22% 20.0% 21.4% 10.1%

Unsure Count 26 ] < 39

% within Gr 57.8% 45.0% 28.6% 45.4%

Agree Count 16 < 6 26

% within Gr 35.6% 20.0% 42.9% 32.9%

Stronghy &g Count | i} 0 1

% within Gr 22% 0.0% 0.0% 1.3%

Total Count 45 20 14 75

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-S5quare Tests

Value df Significandct Sig. (2-sict Sig. (1-sipint Probability
Pearson Ch 14.291° 2 0.074 0.081
Likelihood R 15.155 8 0.058 0.061
Fisher's Ex: 15.057 0.024
Linear-by-L 2 980° 1 0.024 0.0&87 0.052 0.018
N of Walid C 75

a. 10 cells (55.7%) have expected count less than 5. The minimum expected count is
b. The standardized statistic is -1.725.

Fisher's Exact Test 15.057 0.024
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6.3 Discussions in meetings of risks from the risk report

Crosstab
Group
Staff Students Managemen Total

Discussions Stronghy Dis Count 1 1 1 3
% within Gr 22% 5.0% 7.1% 38%

Dizagree  Count 5 3 2 15

% within Gr 11.1% 40.0% 14.3% 19.0%

Unsure Count 20 ] 2 30

% within Gr 44.4% 40.0% 14.3% 38.0%

Agree Count 18 3 9 30

% within Gr 40.0% 15.0% 64.3% 38.0%

Strongly Ag Count 1 0 o 1

% within Gr 2.2% 0.0% 0.0% 1.3%

Total Count 45 20 14 e

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significangct Sig. (2-sigct Sig. (1-sipint Probability
Pearson Ch 15.790° 3 0.045 0.035
Likelihood R 16.279 8 0.03% 0.037
Fisher's Ex: 16.166 0.015
Linear-by-L 380° 1 0.538 0.561 0.296 0.054

N of Valid C 79
a. 8 cells (53.3%) have expected count less than 5. The minimum expected count is .
b. The standardized statistic is -.516.

Fisher's Exact Test 16.166 0.015

6.4 Evidence of a format for risk reporting

Crosstab
Group
Staff Students Managemen Total

Evidence of Stronghy Dis Count 1 1 o 2
% within Gr 22% 5.0% 0.0% 25%

Dizagree Count 1 [ 5 12

% within Gr 22% 30.0% 35.7%h 15.2%

Unsure Count 23 11 2 38

% within Gr 51.1% 55.0% 23.6% 48.1%

Agree Count 19 1 5 25

% within Gr 42.2% 5.0% 35.7% 31.6%

Stronghy Ag Count 1 1 0 2

% within Gr 22% 5.0% 0.0% 25%

Total Count 45 20 14 79

% within Gr 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significanclct Sig. (2-siqct Sig. (1-zipint Probability
Pearson Ch 21.002° 3 0.007 0.005
Likelihocod R 25122 3 0.001 0.001
Fisher's Ex: 23.400 0.000
Linear-by-L 5.448° 1 0.020 0.023 0.012 0.005
N of Valid C 79

a. 9 cells (650.0%) have expected count less than 5. The minimum expected count is .
b. The standardized statistic is -2.334.

Fisher's Exact Test 23.400 0.000
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6.5 Awareness of risk management progress

Crosstab
Group
Staff Students hanagemen Total

Awareness Strongly Dis Count 1 0 o 1
% within Gr 22% 0.0% 0.0% 1.3%

Dizagree Count 1 [ 3 10

% within Gr 22% 30.0% 21.4% 127%

Unsure Count 23 14 5 42

% within Gr 51.1% 70.0% 35.7% 53.2%

Agree Count 15 0 [ 25

% within Gr 42.2% 0.0% 42.59% 31.68%

Stronghy Ag Count 1 0 o 1

% within Gr 22% 0.0% 0.0% 1.3%

Total Count 45 20 14 79

% within Gr ~ 100.0% 100.0% 100.0% 100.0%

Chi-Square Tests

Value df Significangct Sig. (2-siqct Sig. (1-sipint Probability
Pearsan Ch 21 355* 3 0.006 0.002
Likelihood B 28.794 ] 0.000 0.000
Fisher's Exz 25.457 0.000
Linear-by-L 3.445° 1 0.063 0.067 0.040 0.5
N of Walid C 79

a. 9 cells (60.0%} have expected count less than 5. The minimum expected count is .
b. The standardized statistic is -1.855.

Fisher's Exact Test 25.457 0.000
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8.11 Annexure I: Interview Responses
Interview Responses

This annexure presents a recording of the interviews that were with the College senior

management to gather qualitative data. The interviewees are identified by AS, CS and FS.

UNDERSTANDING THE SETTING AND CONTROL ENVIRONMENT

1.1 Was there an organizational scan undertaken? Explain.

AS - “Yes, as part of our internal audit function development of the internal audit plan for the
year is preceded by a risk analysis and its well into the internal audit. In other words, internal
audits is second here, then there is an evaluation of the risk analysis that was done and a
whole risk register is put together with all the institutional management. The environmental
scan is done and all the processes are unpacked and analysed in terms of what controls are in
place and the like-hood of events happening. It starts with the risk register; even current

controls are evaluated.”

CS — “We have had recently a risk management exercise that was done by the external

auditors appointed by the college.”

FS — “Yes. Risk assessment is continuous.” Risk assessment was in place before FS came to

the college.

1.2 Does the college have a risk management policy?

AS — “Yes we do; it is part of the internal audit policy which is why our internal audit is
always preceded by some risks analysis activity whether it is putting together, analysing or

reviewing the register.”
CS — “Yes, although it needs to be reviewed.”

FS — Unsure if the policy exists
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1.3 Does the college have risk management procedures?

AS — “I think one of them of will be the working in terms of the risk register but to be quite
frank, I don’t think that we’ve been handling the risk management activity as a procedure in
terms of all the process of the institution. For example, a critical aspect of risk management
will be to review and monitor and evaluate whatever activity is taking place. Exams for
example, has a review meeting to evaluate to see what is happening which is a critical risk
management activity, I don’t think its explicably like this. I know for a fact, for example, that
after exams there is a review meeting, after registration there is a review meeting, but they are

things that are practiced not necessarily being driven by a procedure.”

CS — “Not 100% compliant on that. Some are procedures that are not in black and white, in

other areas in black and white, so I’ll say we are partially compliant in terms of that.”

FS —No

1.4 Does the college have an organizational structure for risk management?

AS — “No...not as an exclusive organization line function.”
CS -No

FS —No

1.5 Are there clear roles and responsibilities to enable the risk management process?

AS — “No, not in terms of accountability and responsibility that will come with delegated line

function, it’s sort of a function that will be part of the senior management job.”

CS — “As I’ve said we are partially compliant. We don’t have clear roles at the moment as
risk has never been taken as a stand-alone item. It’s an item that is linked to each and every
section or functionality of the college and in that area each and every person knows the risks

area in her section and they know what’s their responsibility in terms of what is requested.”

FS —No
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1.6 Have you as a process owner been trained on risk management?

AS — “Not exactly. No, but going through 10 years of internal audits we work with the risk

register, they sort of being an indirect training in regard to that.”
CS - No

FS - No

2. IMPLEMENTATION OF RISK IDENTIFICATION STRATEGIES

2.1 What process was implemented to identify risks?

AS — “The internal audit.”
CS — “Audit processes had been done, so we can identify the compilation of risk register.”

FS — “Two risk workshops were held where risks were identified and attended by college

management.”

2.2 What factors informed the risk identification process?

AS — “Firstly, the factors that we took into account was that all cost centre managers will be
aware of the inherent risk with regard to the process that they manage, that they are
responsible for, so the first process related to was that they were involved in the development

of the risk register and therefore the identification of risks.”

CS — “They are both external and internal, it depends what type of risk. Regarding HR, when
we are dealing with issues of recruitment, you can have external factors whereby you find
people who are applicants of the post that are vacant who come straight to HR and try to
influence them to take them in. You can also have a person internally whose corrupt who can
start the process in a wrong way, so that’s why I am saying the factors can be external and

internal.”

FS — “Difficult to answer. It is subject to the college internal risk-mismanagement. Random

discussions and brainstorming sessions.”
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2.3 Who were involved in the risk identification development?

AS — “The institutional management.”
AN — “And they will be?”
AS — “Campus managers, unit managers and senior management.”

CS — “Mainly assistant managers from all the sections of the college because as I have said
the risks are all over, they were finance people, HR people, general administration people -
because they are the experts and they’ll be able to identify and also included the external
auditors who are going to assist us. The CEO and the whole senior management team is part
of the process, because the senior management must own the process, the council members

are governance structure.”

FS — “The whole college management — campus managers, unit managers, deputy directors

and director.”

2.4 Which environments were considered in this process?

AS — “All of them in terms of the Quality Management System, we looked at all processes.”
AN — “Was this just internal processes?”’

AS — “No, we looked at external processes as well. We looked at, for example the policy and
environment which is coming from Department of Higher Education and Training, we looked
at the funding environment, once again not only the Department of Higher Education and
Training but SETA’s, skills programme and all, we looked at PQM which is a community
industry business kind of process because by the recognition that the organization as a system

is in packed in a number of ways by external environment issues.”

CS — “We consider as you have said the internal environment, which are all the section areas
in organization, governance and environment, our stakeholders which are our students - they
also form part of the process. Although we don’t involve all the political people but we have
to consider the risks because they are our partners in business or service providers, because

even if we develop tools we must make sure that it will be easy for them to compile.”

FS — “Only the internal environment and risk register.”
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2.5 What strategy was used in risk identification?

AS — “The risk register format itself for example, the process was identified. For example we
were looking at the exams and registrations and then people were asked to identify the
particular risk that will be associated with it, we looked at current likely-hood happening, we
looked at current controls that we have and basically the entire risks was rated in terms of
being really serious where it’s could lead to the shutdown of the institution with the need to
be addressed but certainly will not lead the institution in being shut down and based on that

we then identify the areas that we will conduct our internal audit to test our controls.”
CS — No response

FS — “Random discussion, brainstorming — no real strategy.”

3. MECHANISMS TO EFFECTIVELY ASSESS RISKS
3.1 Explain the process of how risks were assessed?

AS — “It was again part of the risk register and every single process was looked at and
considered in terms of what could go wrong in registration for example, risks that were

identified so they were articulated into a form of risk statements.”

CS — “It was accessed on one-on-one Vvisits, interviews to each and every section with the
managers and also the employees, we also had the meetings of the IMT and the audit

meetings.”

FS — “Collective thinking, brainstorming, prioritizing the risk, people’s point of view.”

3.2 What factors were considered in assessing the risks?

AS - The likelihood of it happening and the organization’s experience was used. We looked

at the current controls that were in place and how effective they were.”
CS — “Frequency and severity”

FS — No factors
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3.3 What mechanism was used to profile the risks?

AS — “Certainly the one model that we use was the one from the financial audit environment
that is used there, but when I use the word financial auditing, I don’t mean it was specific to
only to the financial auditing environment. We usually started from scratch with the risk

register; we used templates from the financial auditing sector.”

CS — “I'm not sure of the mechanism that was used because it was mainly driven by the

finance people.”

FS — No answer

3.4 Did you consider external factors in the risk assessment?

AS —“Yes”
CS —“Yes”

FS — “Not considered.”

3.5 Validate the above.

AS — “You know as a public TVET college we don’t have a choice, because much of our risk
is external to the college. Firstly, we are a college that exists on subsidised means and that
we are always at financial risk, as a public institution we are bound for example by the broad
based black empowerment and the procurement legislation inherent. Once again the college
hands is in external environment, our corporate business, our student, our client is from
external environment and comes with all kinds of environmental impact to the institution.
And in terms of policy, its impact is strongly on the institution and because it is a government
institution we are totally embedded in a politic environment and everything that comes with

it 2

CS — “As I have said, the political factors, the community we are in. Other risks could also

relate to the outside community that we are serving.”

FS — Can’t validate
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3.6 Did you consider internal factors in the risk assessment process?
AS —“Yes”
CS —*“Yes”

FS — “College is not sophisticated for this.”

3.7 Validate the above

AS — “Internal policies and procedures of the institution, staff competency, capacity,

resourcing, infra-structure and management style impacts on an institution.”
CS — “Meetings”

FS — Can’t validate

4. RISK CONTROL STRATEGIES TO MINIMIZE OR ELIMINATE
OPERATIONAL RISK

4.1 Name control mechanism to manage risks?

AS — “Firstly it will be a policy and procedures, your quality management system - I think it
will be overarching. Secondly, how successfully that is imbedded in the operations of the
organization or whether it becomes habit or practice or whether it’s something that you take
out or whether the audits come, so overarching, in capital letters will be the quality
management system and is lead from the senior management in other words for example is
set for others to follow in terms of risk management mitigation all of those things, the policy
and procedure and I think also of consequences when these are violated, it’s the culture of

discipline.”
CS — “The registers, the review of policies.”

FS — “No control strategies in place, no person or structure.”
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4.2 Do you have action plans for the control mechanisms?

AS — “Yes we do, as I have indicated when the risk register is developed and when we
identify the areas for the internal audit to go and test the controls. When the internal auditors
goes in and carries the internal audit, they will identify critical part for development of the
action plan and this action plan indicates what is going to be done and the time frame and

who is responsible.”
CS —“Yes”

FS — “Escalate to senior management for risks to be managed, no action plans.”

4.3 Regarding your operational area, what are the financial implications regarding risk

control?

AS — “It’s absolutely critical because the core business of the institution is learning and
teaching, so the bulk of expenditure takes place here. Because Elangeni has financial
functions that are all centralised in other words they have to go through a process that
happens at central office there’s a requisition process, approval process by SM before
something is placed on order - it gives me a great deal of control on spending for example.
All campus’ requisitions come to me to check before they are approved or before they go
anywhere, so if I don’t approve something, if I believe it’s not necessary then that requisition
goes no further. It is one of the things I insisted that all requisitions within my area come to
me and to nobody else even if I’'m not at work. I don’t want anything going ahead and then I

find I would never approve this because campuses have a tendency to over order.”

CS — “They differ. It depends what we are talking about as there are different financial
implications and it depends to the weighting of that particular risk. For instance, in claiming
of overtime, it will depend the risk in the amount of overtime if the risk has never been
control correctly in terms of claiming the overtime, like we were doing the issue of payment
for managers. If we didn’t put the risks in place people can claim the rates that are not correct

rates.”

FS — “No real consequence but units need to manage the cash flow. No costs associated to the

financial of risks.”
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4.4 Are there procedures in place to assist in risk control?

AS — “Yes, there are the policies and the procedures in the quality management system to
assist because its outlines how an activity should be taking place and it conceptualises the
activities in terms of legislation and so on that impacts on it. But the fact of the matter is that
you could have policies and procedures and then you could have policies and how
effectively people will have to align to those policies and procedure is one of the tensions that
the institution cracks down on a daily bases and its nothing strange to find that the person
who’s in charge for a certain area for example, exams would say something like it’s been
ages I’ve looked on policies procedures and you’ll find it shocking that cause that should be

like your bible cause it’s something you live by every day.”
CS —“Yes, there are.”

FS —*“No.”

4.5 What over-sight structures are in place to control risks?

AS — “Internal and external audits obviously, as in terms of the act as amended that is
legislative. We also have the internal quality unit that that does the organizational internal
audit as part of QMS and the of non-conformance process. I think these are very important
parts in terms of identification of preventative measures because it’s critical. And then on

governance - also in terms of legislation, our council is by virtue is our supreme structure.”
AN — “How do they play a role there in terms of structure?

AS — “A council in terms of the mandate in a variety of sub-committees so there is for
example the finance and Procurement subcommittee, the HR subcommittee, the I.T
Partnership and Infrastructure subcommittee. The critical one is the Audit subcommittee.
Another critical part of the audit subcommittee is that the majority of the members are

actually independent - they are not members of council.”

CS — “We got supervisors and also segregation of duties, we have people who authorize proof

and also have the delegations to exercise powers.”

FS - Nothing
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5. RISK MONITORING
5.1 How are your risks measured?

AS — “I think in terms of our internal audit happens throughout the year both from Quality
unit as well from our internal audit themselves and external audit take a look the financial
functioning and operational functioning of the institution irrespectively for that entire year
and then over above that of cause the whole issue about all cost centre management should be
implementing monitoring and evaluation and review in terms of all functions including the

policies because those should be regularly updated.”
CS — “We are poor in that.”

FS — “High, medium and low risks as derived from the risk formulas in the risk register.”

5.2 As a process owner, do you monitor your risks?

AS — “I do, in terms of my operations, managers for example. I have the campus managers
and the curriculum and student support managers who report to me as I have a weekly

reports.”

CS — “To a certain extent not that much because of the challenges that we had of unrest this

year it has never been easy.”

FS — “Yes, through the cash flow.”

5.3 How are these risks monitored?

AS — “Through the operational managers of the area, weekly reports, conversations, emails or

meetings and tracking processes.”

CS — “You monitor it in terms of the performance evaluation that where you monitor it but as
I’'m saying we not doing well. We also monitor it through sub-commit meetings that we’ve

got where we are expected to report.”

FS — “Through assessing the results of cash flow forecasts on a monthly basis - money in and

money out.”
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5.4 What process is followed to decide on risk acceptability?

AS — “I think the most important thing is the deviation from legislation not just college policy
but nationally - that is the most important thing. For example, if someone has purchased

something without going through the requisition process.”
CS — No answer

FS — No answer

5.5 How do you deal with risk exposure?

AS — “I would say that as an organization we are very aware of exposure. In most cases, we
even have controls in places but I don’t think that we are effective where it matters which is

ensuring that those controls are embedded in the organization and that they are practiced.”
CS — “We have to make sure that the policies and compliance are enforced.”

FS — “Depends on the risk — there is no back-up on data and the service provider does back-

up on ad-hoc basis.”

6. STRATEGIES TO REPORT ON OPERATIONAL RISK

6.1 Is there a risk reporting mechanism to track risk management progress?

AS —“Yes, risk register and then internal audit action plans that you had to report on, because
it tells you what has to be done, when and who. The internal report, risk register and action
plan goes to the audit committee. The report deals with reporting from the whole institution

that has to be done.”

CS — “Even though, the issue of having the management report to report it is in a way cause
we have to report in all the things that are happening in all particular section. No, they don’t
come, | think we are poor in terms of risk management that is why last year I needed a

qualification audit.”

FS — “Not formal one. Audit sub-committee of college council is monitoring.”
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6.2 Is there regular risk reporting from the senior management?

AS — “Yes, to council and as well as to DHET we have to provide quarterly monitoring and
evaluation report and our annual performance plan to DHET. There are quarterly financial

and monthly reports that go to DHET.”
CS — “It’s not regular; we won’t say it’s regular.”

FS —*“No.”

6.3 As a risk owner, are your risks discussed in management meetings?
AS — “It’s discussed at senior management”.
CS — “Yes, they are discussed.”

FS — “Yes at senior management meetings, governance level — not at general management

meetings.”

6.4 If so, what is the reporting format?

AS — “It comes from the owner to raise or discuss the risk at the senior management meeting
and in institutional management team meetings where the individual managers report their
section in the reports as challenges and areas which require urgent support and so on that
enables them to report on their risks areas especially where sometimes it seems to go wrong

and where they need assistance.”
CS — “It’s a written report.”

FS — “Producing reports.”

6.5 Do other risk owners report on their risk management progress?

AS — “They do and I think other line managers as well because I think it’s the same weekly
report format and they all have to fill in those monthly reports that go to DHET. All of those

247



risks have to be filled in those reports, finance, HR, FETMIS, Curriculum, all of them have

targets.”
CS — “Yes, they do.”

FS — “No”

CONCLUDING REMARKS:

AS — “I think one of the critical things that must be taken into consideration is the whole
impact that the whole political environment has on TVET institutions. We can be the most
sophisticated college with sophisticated quality management system and have every
governance and management structure in place and everybody complies, but it’s like a ship
sailing on a calm sea - at any moment this tsunami can hit in terms of the political situation
and that can de-stabilise and it doesn’t matter what risk management strategy you had and
what wonderful procedures you had and policies so on - because politics by nature are very
irrational, politics are so inherited to human nature it very difficult to talk about what can be

put in into place.”

FS — “College is going through the motions of risk identification and classifying the risk.
There is “lip service” to managing risk. No formal structures to manage risk. Risk register is a
“dead document”. Used only for compliance purposes. Organization is not focussed on risks

therefore is reactive rather than proactive. We are not focussed on managing risk.”

CS — No concluding remarks.
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