
The proactive control of 
strategic risks: 

Framing risk governance

The business of achieving a stable business model, particularly when its under external and 
organisational pressure is one of the recently debated leadership competencies referred 
to as a “dynamic capability”. In essence this is the conscious strategic response to market 
conditions, by adapting and remodelling resources and the models they must operate within 
to meet a changing risk landscape. A recent research paper looked at this issue in terms of 5 
frames or domains, as illustrated below;
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Figure 1: The 5 domains of Framing risk governance.

The authors of the original research paper (Stein, 
Wiedmann & Bouten ¹) argued that if the doctrine 
of “out of sight, out of mind” applied this might 
endanger business model decision making and 
safeguarding at the top. This of course will likely be 
affected by maturity levels in organisations, ranging 
from the traditional “silo” risk management to that 
of an integrated risk management approach such as 
Enterprise Risk Management (ERM), i.e. a company-
wide portfolio view of all risks, with the conclusion 
that ERM “is an improved version of the traditional risk 
management approach. Accepting that ERM should 
be the approach adopted by organisations with the 
focus for those providing the governance must then 
turn to how this must be framed to improve the way 
in which the decision makers and influencers of risk 
respond positively to managing the portfolio of risks. 
In short developing an architecture of positively 
framed statements will lead to better outcomes and an 
adoption of the measures needed to mitigate/manage 
the identified risks and in a language that the business 
understands and recognises.

In trying to make sense and translate the essence of 
framing in a context that is recognised by practitioners 
more readily I offer up the following to help articulate 
its meaning and significance:

•  The principles of organisation which govern the 
subjective meanings we assign to social events 
(Goffman ²), or;

•  Selecting some aspects of a perceived reality and 
making them more salient in a communicating text, 
in such a way as to promote a particular problem 
definition, causal interpretation, moral evaluation, 
and/or treatment recommendation for the item 
described (Entman ³).

•  Framing is applied to guide individual decision making 
(Nutt ⁴, Litrico & David ⁵) 

•  Providing a salient and contextual proposition of 
a situation or statement that will invoke a desired 
resonance and response by the receiving party 
(Loseby).
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The reason researchers believe this is significant is based 
upon perhaps one of the most significant and earlier pieces 
of research referenced “expectancy theory” (Kahneman & 
Tversky ⁶) which states that different representations of the 
same choice problem should yield the same preference. 
The scenario is very topical in current day times: the country 
is preparing for the outbreak of an unusual disease that is 
expected to kill 600 people. The subjects were asked to 
choose between two alternative countermeasures, A and 
B. In the first formulation, the term “save” was used (A: 200 
people saved; B: 1/3 probability that 600 people will be saved 
and 2/3 probability that no people will be saved). In a second 
formulation, the same outcome was described in terms of lost 
lives (A: 400 people will die; B: 1/3 probability that nobody 
will die and 2/3 probability that 600 people will die). Subjects 
decided completely differently in the two cases, preferring A 
in the first formulation and B in the second formulation, which 
shows that framing influences risk aversion.

However, I feel it is important to emphasize that risk 
management, which is defined as the process of identification, 
measurement, analysis, and control of risk, focuses on 
reducing risk by sophisticated quantitative modelling 
(Especially in the finance industries). Further, the harmonisation 
of risk models and processes are more likely to lead to 
mechanistic risk management. In turn this will, to all intents 
and purposes filter out the majority of the risks and controls 
applied to them. The net result is that senior decision makers 
are then no longer able to assimilate the total risk picture. 

Cognitive Framing aims at establishing a knowledge structure 
that aids both the organisation and individual to make sense 
and understanding of new information and experiences with 
consistency and simplicity. The researchers proposed two 
approaches that deployed the use of cognitive framing;

1a.  Firms applying the cognitive framing of risk governance 
direct the usage of firm resources towards risk-related 
adaptive steering of the business model.

1b.  Firms applying the cognitive framing of risk management 
direct the usage of firm resources towards mitigating and 
minimising risks.

Strategic Framing sets the focus on 3 core attributes: Purpose, 
Intent, and Functionality. In framing a series of approaches 
(course of action) and social identities it becomes a catalyst 
for others to engage with the direction being set and mobilises 
a shared meaning across the organisation. Ultimately this will 
evolve as a means of generating long-term value creation and 
business model sustainability, which in turn creates the trust 
external investors and key human capital need to endure the 
long term strategic approach outlined.

One of the key aspects coming out of the research from a 
practitioner perspective is the creation of Action Framing, 
an action orientated approach centred on simplifying and 
condensing the external events and how these should be 
mitigated and/or managed in relation to the organisation 
itself. This aligns with the terminology of ISO 31000, updated 
in 2018 which gives general guidance on risk management 
architecture, principles, framework, and process. 

The seven core activities of risk management are:

(1)  avoiding the risk by deciding not to start or continue with 
the activity that gives rise to the risk;

(2) accepting or increasing the risk to pursue an opportunity;

(3) removing the risk source;

(4) changing the likelihood;

(5) changing the consequences;

(6)  sharing the risk with another party or parties (including 
contracts and risk financing); and

(7) retaining the risk by informed decision

Emotional Framing is purposeful intention of making 
something attractive to get people involved and committed to 
a course of action. This is said to be achieved through habitual 
language and positively connoted cultural symbols to create a 
common ground for all levels in the organisation.  Emotional 
framing plays an important role in the affective perception 
and comprehension of potential risks. According to a number 
of researchers there are two components in risk governance 
emotional framing: First, the sustainability of the business 
model provokes positive resonance because the connotation 
of sustainability is social responsibility, ethics, transparency, 
humanity, ecology and safe workplace. Second, the intended 
value creation through overall risk robustness triggers positive 
associations both with economic value and with cultural values 
in the sense of risk culture, combining economic metrics with 
desirable culture. 

Finally, Institutional Framing influences people on how 
to connect a process with internal and external structural 
conditions invoking the “creation of shared conceptions”. 
In short, the joining or linking of events/symbols for the 
whole organisation to connect with and mobilise behind. 
Therefore, institutional framing of risk governance accentuates 
the supplementary control mechanisms such as interfaces 
between top management and the overall system of internal 
and external monitoring and supervision along with, or 
intensified information flows between internal and external 
supervisory bodies. 

In summary the opportunity for SME’s to consider and 
engage with non-financial risks, such as growth, key talent 
and reputational issues are clear. Given that risk governance 
is a relatively new area of research and a recognition that 
corporate risk culture is of importance too. The researchers 
also suggest that the deliberate framing of risk governance 
might increase awareness of design alternatives, reduce 
uncertainty, and make ambiguity slightly more controllable as 
a positive outcome for business resilience and sustainability.  
What is clear to me is the ability to get a better understanding 
by a wider and more engaged populous in the organisation of 
the risks inherent in the organisation, as well as the markets 
they operate in is a positive outcome. This in turn will lead to a 
wider understanding and ownership and not just the preserve 
of the risk community alone.
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