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The Risk University

Risk identification at higher education institutions in England*

Michael Huber

Abstract

In 2000, the Higher Education Funding Council ofEnd required all universities to
implement risk management as a governance toa simxpected an increase in efficiency in
decision making. While the regulatory regime hasnba@escribed in literature, the response of
universities remained greatly unknown. This papslires a first attempt to investigate the
identification strategies of academic risks. Based limited set of risk registers developed
by universities covering the entire range of Eryglisiversities, this discussion paper presents
three major findings. Firstly, universities couldttapture the core functions of universities,
teaching and research, with organisational mear&lly, universities had to find proxies
that they could link up with organisational decisoln this context, the emerging concept of
reputational risk provides an all-purpose toolrisk management allowing universities to
capture all possible challenges and problems mgeaf risk. Thirdly, when universities
identify academic risks, structural features sueh,snternational and research orientation or
the degree of collegiality in decision making sh#peway academic risks are defined. These
initial findings could direct further research tis@ems essential for better understanding of
academic risk management and its effect on univessi

! The author wishes to acknowledge the financiapsupof LSE’s Centre for the Analysis of Risk and
Regulation in conducting this research.



Introduction

In 2000, the Higher Education Funding Council oflamd (HEFCE) required all universities
to introduce risk management as governance tosk Rinot the object of regulatory policy
making but a method to facilitate and improve decisnaking. This alteration in the
functionality of risk is characteristic of recergwetlopments in the English regulatory state
(Hood et al. 2001: 4; Moran 2003; Rothstein eR80D6). Risk management prioritises
activities and events according to their impact prabability, which, in turn, should improve
the efficiency and accountability of decision-makifhis promise is given for all risk-based
governance ‘as part of the “modernizing governmeagénda, as a way of maximising the
benefits of regulation while minimising the burdairegulates by offering “targeted” and
“proportionate” interventions (...) Risk based redula has been promoted as an
economically rational decision making instrumentrfanaging the difficult trade-offs
between competing priorities that are inherentniy r@egulatory activity’ (Rothstein et al.
2006: 97). HEFCE endorsed this line of argumenitay: ‘when used well, it [risk
management, M.H.] can actively allow an institutiortake on activities that have a higher
level of risk (and therefore could deliver a gre&ienefit) because the risks have been
identified, are understood and are being well madamd the residual risk is thereby lower’
(HEFCE 2001a: 1Moreover, risk management should strengthen thanisgtion of the
university, make it more rational and support sgat decision making (cf Brunsson &
Sahlin-Andersson 2000)mproving decision making capacities however isyanie benefit

to governance ascribed to risk management. Beroelfitsalso be derived from the risk
protocols, documenting compliance and shieldingaucracies when they are blamed for
negative effects of risky decisions (Hood & Roths®2001)?

HEFCE'’s risk initiative and the regulatory riskmawork in higher education have been
examined recently (e.g. C. Huber 2009; M. Huber@®2®ower et al. 2009). We know about
the general expectations of risk management indnigbucation, about the aspiration of
rational behaviour and about the growing legitimamcountability and efficiency that risk
should generate for higher education. We know ¢lgeilatory framework. However, we
know little about how universities as primary addees of regulation adapt to the new risk
tool and how they use it. How do universities idgnisks? Can universities enjoy the
promised benefits of better governance and accbility@ Are all universities benefitting
from risk management uniformly or can we obserwe Bome organisations benefit more
than others? Only one of these question is thesfo€this paper, namely, how universities
identify academic risks. While regulators develageprehensive and uniform risk
management template, university risk managemesxpscted to reflect the specific
environment and the local organisational skillscéwingly, variations in risk management
will occur reflecting organisational features saahsize, visibility or profile, e.g. in research
or teaching. Universities, however, generate antiaddl challenge to the idea of improving
decision making, as they are considered incapdbigtional decision making. For example,
Brunsson & Sahlin-Andersson (2000: 734) concepaalie university as arena‘because
its members and what they do, are legitimately ggiibly external interests, values norm and
standards rather than by an internally generatganizational policy’. Others depict

2 Importantly, the legitimacy of risk managemenaigymented by its formalisation — irrespectivetsf i
methodological validity (e.g. Rose 1999: 197 ff).



universities as an empty organisational shellianable to act strategically (Braun 2001). It
is a common trait of university studies to hightighich organisational shortcomirShus,

risk management and with it, the expectation abatimnalisation, meets an organisation that
is characterised by ‘organised anarchy’ (Cohen &d.974) or even resistance to reform
(cf Stichweh 1994). In the context of academic nsknagement this raises questions about
how risk is shaping university reform. Is acadensk management one step towards turning
universities into rational, strategic actors oit jsist another ‘ritual of verification’ (Power
1997)7? Is risk adapted to these particular orgéinisal circumstances?

Reconstructing the unfolding of risk managementiraversity level provides insight into a
process of modernisation of higher education aagvdrattention to the specific conditions of
implementing risk as an organising concdjtis paper is structured in seven sub-sections in
the following order: a brief conceptual outline the spreading of risk management and the
effects on the ‘university’ as special organisatiansketch of the regulatory framework
developed by HEFCE; some methodological remarkdjnetion of a preliminary
comparative analysis of how risk registers arecttined and some preliminary finding on
how these structural pre-conditions unfold as ation of organisational structures; analysis
of the content of risk registers outlining whiclskievents are selected and how they are
assessed; and finally, a focus on the emergencéantion of reputational risks as a genuine
form of academic risks.

Risk management in academia

With the growth of the university sector in the 098ightly linked to the New Public
Management, the demand for the efficient use gidg&r's money emerged and increasingly
required universities to be accountable to staldgrsl In 1984, McNamara & Booth (1984:
175) predicted that universities will ‘come undee same pressure as the rest of the public
sector to demonstrate that they provide value foney’. To meet these expectations the
authors suggesteisk to be a feasible management approach. Irrespeattitves early
warning, the introduction of risk management intd@igh academia in 2000 was still
observed with some perplexity and universities oaged to the HEFCE initiative with
hesitation and critique. For instance, the Unitgrst Cambridge criticised these new
management strategies as ‘alien to the characteedfniversity and do carry pressures
which could seriously damage the flexibility andeisity which is a particular strength of
Cambridge; they would certainly be unprofitable &ddniversity such as this’ (Raban and
Turner 2003: 22). Such a response suggests thkahasagement was imposed on
universities. Even if this is the case for somditimsons, not all universities felt alienated by
risk. Others embraced risk management — in accoedaith official statement — that there
would be substantive benefits for complying witk tiew rules (cf Raban & Turner 2006).
For them, risk management provides a suite of ®cedeas, concepts and tools for

% Reference is frequently made to Cohen et al932) article on thgarbage can modelr Weicks (1976)
concept ofoose couplingHowever, the authors do not share the view thagdly coupled or anarchic
organisations are deficient. ‘People who are st@péhe conventional literature of organizationsymegard
loose coupling as a sin or something to be apodalfar. This paper takes a neutral, if not mildly affectts
stance toward the concefiVeick 1976: 6; emphasis added).



systematically gathering and analysing informaabout potentially adverse events and
developing strategies in response to these chateimgthe higher education sector.

Neo-institutionalism suggests that the processfafging ideas like risk management across
academia would converge in a prototypical ‘riskvensity’ (for the convergence hypothesis
see Frank & Meyer 2007). The convergence wouldxiptaged by the concept of
isomorphismDiMaggio & Powell 1991) distinguishing betweert@s being mandated to
apply a certain management toobércive isomorphismgndmimetic isomorphisrwhere
organisations imitate features of successful mamagetools. Both forms of isomorphism
can be found in the case of English higher edusatioercive, as universities were obliged to
use risk management and mimetic, as HEFCE inteaitioapted for a university-based
approach to risk management. ‘HEFCE accepts tludtt iedividual institution will have its
own system of corporate governance tailored tows particular objectives and management
processes’ (HEFCE 2000: 1). However, no universioyvided a role model. Despite the huge
pressure to implement risk management in academipirical facts and theoretical
considerations confronted this convergence hyp@hEsstly, English universities are
required but reluctant to implement risk managen@ols as they claim in interviews that the
HEFCE template for a unifying function is in facealess. Secondly, this top down model of
convergence provides a higher education reformishadt only too narrow but too optimistic
of its success. The optimism depends on the exj@tthat ideas can be copied into all
environments. However, it has been shown that asgtanal templates are not copied, but
adapted and ‘edited’ (Wedlin 2007These arguments suggest that instead of convezgenc
a uniform risk university, the introduction of riskanagement will instead yield a range of
risk universities.

Moreover, adaptation and imitation are conceptsdbemand certain features of
organisations. For example, North (1990: 4 f) dgishesnstitutionsandorganisationsy
reference taules of the gamand ateam of playersclaiming ‘the objective of the team
within a set of rules is to win the game — by a boration of skills, strategy and
coordination’. Thus, in order to succeed, orgaisatneed to use opportunities and interpret
the rules of the game at times in ‘isomorphic’ waygsinnovating or transgressing the
traditional framework. It is due to their interpate effort that ‘organisations are ... a major
agent of institutional change’ (North 1990: 5). @mgsations are conceptualised as rational,
autonomous and strategically skilled actors, capabkxploiting opportunities. In contrast to
these expectations, the university is depictechazrganisational type, incapable of rational
decision making and lacking strategy. For exantplese organisational particularities of
universities are described as a loosely couplet&sysrichly connected networks in which
influence is slow to spread and /or is weak whileeading, ... a relative lack of coordination
... Infrequent inspection of activities within thesggm ... those occasions when no matter
what you do things always come out the same’ (We&¥k6: 5). Loose coupling generates a
multifaceted, sensitive organisation that nevedes®ffails to take, and in turn, to implement
decisions across all departments. The innovativerpial of the loosely coupled organisation
balances local inventions and lack of internal dowtion, undermining rational strategic

“ In terms of differentiation theory, this editipgocess points to the problem that political densameed to be
reinterpreted by universities with scientific logitis this transgressing of the functional bouneathat
hinders a simple imitation process.



decisions. Meyer & Rowan (1977: 354) highlight drestshortcoming when they characterise
universities by ‘variable, unclear technologiesdproduce outputs that are difficult to
appraise’Unclear technologys a concept that Cohen et al. (1972: 1) desadi®llows:
‘Although the organization manages to survive arehgoroduce, its own processes are not
understood by its members. It operates on the bésisnple trial-and-error procedures, the
residue of learning from the accidents of past egpee, and pragmatic inventions of
necessity.’ In the context of higher education¢ch#ag and research are identified as unclear
technologies as these central academic functioedifficult to describe ... they can hardly
be prescribed ... and they are difficult to reprodbtisselin 2007: 72). Both, unclear
technology and loose coupling describeramompleteorganisation (Brunsson & Sahlin-
Andersson 2000). These ‘deficiencies’ contradieteikpectation that templates of risk
management can be imitated. Attempts to implemeweighance tools at universities are
bound to fail as ‘formal structures and procedurebardly define what to do and how to do
it because of the specific characteristics of terhnd research described aboveAs .a

result, changing the formal structure most of tiheethas no effec(Musselin 2007: 75,
emphasis added). Even if risk management doesioit fvill be shaped by these structural
features of the organisation and may gain a paredistatus in this setting: the use of risk
management signals to stakeholders and regulat@mnycées that universities are already
rational actors and, simultaneously it may be atergid a means to overcome the structural
impediments to rationality. This draws not onlytjfied attention to the organisational skills
of universities, e.g. to control and reform theectumctions, but also to strategies on how the
risk tool is adapted to the organisational needkiaterests in the transformation process.

Some preliminary answers to the question of howaersities appropriate risk management
can be given by an analysis of local risk regist€hese registers reflect not only how
universities identify academic risks, but indirgalso point to organisational responsibilities
and power structures that shape the implementatdmof risk management, including the
adaptation of the tool itself.

Methodological remarks

One of the key issues in the regulatory contexteams the difficulty in clarifying academic
risks. Exploring the field, Dr Tola Amodu (LSE) ahdollected publications, documents on
risk management issued by regulatory agencies anérsities, and interviewed risk
managers (LSE, Bristol, Derby, HEFCE) and commuettavith scholars about the issue e.g.
Gareth Williams (London), Colin Raban (Derby), Qgne Booker (Strathclyde). The
information derived from these interviews and comioation drew our attention tisk
registerswhere universities define their individual riskrffolios. When investigating how

risk registers mirror the university’s attempt ttapt to risk management, the main concern
was less to provide an overview over registersréhier to analyse a few risk registers in
detail® This analysis was expected to reveal how univessitlentify academic risks and by

®> We tried to still cover a wide range of univeesitincluding large and small institutions, elitelather
universities. Some of these registers have beelispald and can be found on the university’s web§ite
example: http://www.admin.cam.ac.uk/offices/searataisk/register/, http://www.derby.ac.uk/risk-



that mirror the structural constraints to risk mggraent in higher education. A detailed
analysis of the few risk registers aimed to develgiructural hypothesis on how universities
change through their use of the risk tool. Thosdiminary hypotheses should then be
investigated further.

The study is also restricted in some other waystllj risk registers are adapted and
developed at least on a yearly basis. How regislevelop over time has not been taken up
here. The empirical analysis is restricted to 2@¥xondly, in most cases, risk registers are
not one integral record but rather a series of dwnits that span from registers produced by
the various level of administration to documentateal to individual (research) projects.
They are written at different points in time andhwarying expertise. A comprehensive
picture of risk management is available — if at-afinly to specialised risk officers of the
individual university. The reconstruction of comjgleegisters cannot therefore be carried out
in this explorative study (but would be an undertgkwvorth pursuing). Thus, we restricted
our data collection to registers issued by cemmaninistrations. Thirdly, risk registers

provide guidelines (e.g. how to differentiate riskels) and ensure internal coherence. Thus,
there are substantive restrictions to what we eamlfrom this analysis. For example, the
registers do not directly indicate who carriesthetrisk assessments. When the risk registers
ascribe ownership to individuals, office holdercommittees that monitor the university’s
environment for risks and as such constitute tidrakelements of an early warning system,
this attribution often does not coincide with demisl powers or formal responsibilities.
Fourthly, we chose to focus on written statemest&@were interested in analysing
organisational decisionand were less interested in the observationsigetsity members.
Written communication constitutes the core of orgational decision making as it allows
organisations to follow up on such documents, peesive of individual memory. Written
documents are the backbone of organisational resiicf Weber 1978).

The emergence of academic risks’

To outline the institutional framework for univegsrisk management, we distinguish three
phases of HEFCE’s search for academic risks (faerdetails see C. Huber 2009; M. Huber
2010).

» After reviewing its accounting instructions, HEF@&cided to initiate a risk management
approach, as ‘there are genuine business berefies gained ... quite apart from
improvements in accountability and shareholder idemice’ (HEFCE 2000: 1). Risk was
defined as ‘the threat or possibility that an attio event will adversely or beneficially
affect and organisation’s ability to achieve itgealives’ (HEFCE 2001: 1). Although

management; www.hull.ac.uk/workbasedlearning/doausi2of4revisedFeb2009.ppt; http:// www.
bristol.ac.uk/ planning/strategicplanning/risk.

® Few registers are published. The disclosed doctswes could access and which are part of this aisly
showed no notable difference from publicised regsst

" The overview provided here focuses on the Engésfime and English universities. The focus has been
chosen because of presentational simplicity. Ifahalysis would be expanded to the UK, the vaniatiof the
Welsh, Northern Irish and Scottish regulatory fraragk would have to be accounted for even though thi
would not add substantively to our findings, buttjoomplicate the presentation enormously.



explicitly all risks should be managed, risk management wasighited to financial
issues. However, at this point in time it was natlent, what the academic risks actually
were and what the consequences of risk taking doeild

»  With afirst guide to Good Practice in Risk Managetn(HEFCE 2001b), HEFCE
began a search for academic risks not only at@ocate, but also at faculty or
departmental level. Academic risk could comprisergthing from adverse publicity,
financial losses, students, overseas operatioms,rpsults in Research Assessments
Exercise (RAEjand risks to life and limb during academic examsi HEFCE
published risk registers that took different foriée first found lists of all known and
assumedly relevant factors, problems, events aalleciges influencing university
performance A slightly more structured approach laaached after 2002 withresk
treewhere eight main areas of risk were identified arsgt of sub-risks attributed to
each area (Huber 2010: 128 ff). With a promptdishcademic risks, HEFCE not only
discriminated risks levels, but also identifiedrit@buting factors’, ‘mitigating actions’
and ‘early warning mechanisms’ as relevant featafesk management. These features
allowed academic risk to be embedded into uniweggvernance.

e From around 2005 until today, policy documentsor@ekr focus on singular risks, but
risk areas. Academic risk management gained steleind started to identify causes
covering wide temporal and spatial arrays. Riskagament pointed towards a complex
intertwined system of organisational, regulatorg aacietal structures that determine
the risks to be taken.

At this point, universities took up risk managemasita governance tool and started to
develop their own registers.

Structuring risk registers

HEFCE'’s risk regime was laid out in the form saftels and best practice guidelines. These
soft rules required selection and interpretatiowbich events could be relevant risks and to
identify their specific risk portfolio, individualniversities should follow what HEFCE calls
individual ‘risk appetite’ (e.g. HEFCE 2001b). Ttresults of the interpretative process are
publicised in form of risk register$hey either inform university members about risk
management or they spread the information beyoadiiversity to an interested public; the
main addressees however are the regulatory agefft#CE and the Quality Assessment
Agency. Risk registers reveal how universities deéor academic risks and how risks
management varies in accordance to organisatieaslres. Analysing this process, we first
focus on the ‘form’, then on the ‘content’ of thesgisters.

Accounting for risks

Generally, the relevance of risk events in risksegs is revealed in two ways: either the
risks are listed (or ranked) or they are groupesbalting to criteria such as administrative
tasks, visibility or institutional manageability.

8 As of 2014, the RAE will be the Research Excellence Framework (REF).



Hierarchical risk lists rank risk events. The mdifierence between them is the ranking
criteria and the number of events this registec®at for. For example, the University of
Cambridge tabulates 16 risks, other universitiemise over 50. Most often, the risks are
listed according to the severity of impact for tiréversity? Reference to impact suggests a
certain control over risk: that the university [deato identify all relevant events and to bring
them into a (more or less) coherent order.

Risk registers may group risks according to cemastgories. We have already briefly
referred to HEFCE's risk tree and suggested thaigng was a step in the evolution of risk
regulation. We find a wide variety of grouping eri.. For example, thdniversity of Bath
groups its risks according to areas of responsiloli functionality. The eight groups have
been labelled as follows: risks to (i) reputationstitutional profile, (ii) research, (iii)

learning and teaching, (iv) knowledge transfer,stvategic partnership, (vi) human resources,
(vii) estate and infrastructure, and (viii) finaalissues. Between those groups no clear
priorities emerge, they all appear to be of egonglartance. Within each group, risks are
ranked according to impattThe University of Derby groups risks accordingrstitutional
levels (central, departmental, institute); thisragagh highlights the accountability of the
respective administrative levels. As a consequeitacial risks, risks of storm or terrorist
attacks are located at the highest administragivel] while we find more concrete hazards
(most often connected to teaching and researdhgdével of departments and institutes. Yet
another form of grouping risks can be found at arsities that structure risk registers as in
layers of an onion, distinguishing core risks, migational risks and external risks. The core
risks concern teaching and research. Around this, @ee find organisational or delivery risks
that emerge when managing the provision of teachimpresearch. A third layer concerns
external risks that are beyond direct control arildience of individual universities (compare
HEFCE'’s academic risk model in HEFCE 2008: 43).

Embedding assessments

A second feature of risk registers concerns howehalts of risk assessments are displayed.
We can distinguish between a ‘simple’ approachrasgnting risk numerically, and an
‘extended’ approach, where not only likelihood alaghage are indicated, but attempts are
made to further embed the risk assessment inteersity management.

The numerical representation of risk either combipbability and damage, or accounts for
them separately. Common for all universities, thessmessments are represented by referring
to a simple trinity of low, medium and high probélirespectively, relating to damage
values. The absolute damage values will vary Wwithdize and wealth of the university, as
does the probability of occurrence of certain esgthtus they are made comparable through
simplification across the sector. A widely recoguisveakness of formalised risk
management, namely the inability to clearly digtisp between frequently occurring events

® These lists are ranked according to an aggregasedk of risk assessment, starting with the mosssing and
most dangerous risk; although assessment resuitsalblists have financial and reputational risksking at
the top.

19 Methodologically, it is difficult to categorise ents unequivocally. For example, risk that couldabelled as
‘reputational’ are often also placed in the catgdfinancial risks’, ‘strategic partnerships’ oruplicity’.



with low impact and exceptional events with a humgpact, is resolved by guidelines that
suggest how to weight certain combinations of pbdliees and damage values.

The formalised assessment can be expanded in ty® Waistly, universities may add risk
dimensions. For example, some universities adoha timension — specifiying short,
medium or long term. By this means they intenddmoant for the period within which risks
can be expected to affect and disturb normal osgdiional operations. The organisational
attention is biased towards short-term issues rafia@ structural, long-term problems. For
example, when Cambridge University assesses #seastlated risks, the risk is considered
‘low’ but in a comment this assessment is contitadievith reference to the time span taken
into consideration: ‘A longeterm view would indicate a less satisfactory posiin relation

to the need of redevelopment of central sites hagbsence of a long-term capital
programme’ (Cambridge 2009: 35). A second expansidhe risk concept takes place when
universities assess individual risks twice. Risksfast assessed ‘objectively’ and numerical
probability and damage values are attributed taifipevents'* Cambridge University
defines these asaw, i.e. ‘the level of risk faced by an organisatimefore any internal
controls are applied(Cambridge 2009: 1; emphasis added). Raw ris&sajective’ insofar
as they do not account for the university’s pregaess in managing those risks and
independent of risk appetite. Taking up these darations, most universities develop the
secondary concept oktor residualrisk. It assesses ‘the level of risk faced by an
organisatiorafter internal controls have been appli¢(Cambridge 2009: 1; emphasis
added). Doubling risk assessment shifts the atteritom risk features to the risk resilience
of organisations. Net risks expand the range ofisvihat should be accounted for since they
reflect managerial properties and demand referendek owners, organisational measures
containing risks and actors responsible for thewoigational decisions on risks — all new
organisational risks

Organisational structure and risk registers

The sample of registers does not exhibit an obvoouselation between management and
university structures. One reason could be thatiketool is applied uniformly irrespective
of structural differences. Variations could be exped either as random deviations or as
development comparable to the three phases of HERGE regime where universities start
out by developing a very basic search strategadademic risk that in a number of steps
unfolds towards a more complex and flexible strretéhssuming such a learning model
exists at university level, our empirical snapsfepiresents an unsynchronised yet uniform
development across the higher education systermnas gniversities are laggards whilst
others are leaders in this process. Similarlynilm@erical representation of academic risks
can be perceived as a step in historical developrstarting with some basic assessment and
expanding towards an embedded strategy. Thusreliites in risk management only reflect
different steps of the development.

However, the idea that the formal representations&fmanagement in risk registers
converges is not really supported by empirical ena. For example, the difference between
listing and grouping of risk events could be linkedhe organisational ability of taking

1 with the doubling of risk, universities apply s&gies which have also been observed in the confext
insurance risks or nuclear power (Huber 2008).



binding decisions. For instance, if the financralependence of universities could serve as a
proxy for rational decision making and organisagicsutonomy, it could be argued that
financially independent universities can make bigdiecisions for the whole organisation
and tend therefore to develop a uniform risk mameege. Conversely, less autonomous
universities are loosely coupled, and have to comge between excellent and normal
departments, researchers and students. Insteategfating these internal stakeholders into a
comprehensive risk management the registers withbee fragmented and respond flexibly
to a diversified organisational demand. Anothedaxation is that risk lists represent the
entire university as they rank risks from a cemdesl perspective. This means either that a
strong central administration is able to imposeigsv or structural differences between
departments can be neglected; this in turn suggestsuch registers are from uniform
institutions*? The same may be true for a collegially governedarsity, where a common
value-base binds the members of the universitythegé® Thus, it may be hypothesised that
bureaucratically strong universities and value-das®#legial institutions will use risk lists.

And it seems persuasive to assume that other @iiesrwill have to develop a different
strategy to account for risks. Risk groups focuswinstantive issues and pre-suppose a
loosely coupled organisation in terms of departmantd quality. Compared to risk lists,
grouping provides a more flexible risk approacht Albomembers or sub-units of universities
have to agree on an ‘objective’ ranking or subgctdba common value base; they can operate
in a more diversified way and still act unified.ush grouping risks may ease problems of
coordination and veil insurmountable internal diéfieces as well as the lack of organisational
capacities to decide. Moreover, the introductioa okt-risk concept supports the basic divide
outlined above: net risk requires organisationahpgetence and skill from universities, and
the ability to take rational decisions. Universtibat subscribe to raw risk could be assumed
to be less integrative and less autonomous.

University risk management

The brief analysis of the structure of risk registgnored the ‘content’ of academic risk
management. This section asks how academic rigkislantified and thereby complements
the previous analysis. Each structure of risk tegssdraws attention to specific aspects of
risk management. This section follows the oniondtire beginning with the analysis of core
risks related to teaching and research and thessiigating organisational and external risks.
Alternatively we could have started with the topkiag risks, mostly financial and
reputational loss, and worked our way down tha lihe onion structure highlights the
organisational constraints to academic risk managenvhilst the focus on the risk lists
draws attention to cross-cutting risk types suchepstational risk, which will be discussed
later.

120r they reappear elsewhere; in the case of Cagearitructural conflicts are a risk consideredipalerly
relevant. The risk in balancing the relationshipA@en natural sciences and humanities is rankdddif a
risk list of 16.

3t is not surprising that elite institutions sueh Cambridge refer to a common value base as tlestifk
perceived as strongholds of collegial, value-bategision making (Braun 2001).
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Teaching risks

Starting with teaching and research focuses opthetical core of universities. Predictions
about research quality prove to be extremely heod example, Merton (1973a) showed how
difficult it is to assess academic quality in repect (e.g. in the form of awards) and that it is
even more complicated trying to anticipate qugktyg. in research funding). And for
universities it is nearly impossible to foresee meh@cademic innovation will occur. Similar
concerns have been raised about the ‘technologgidef teaching (Luhmann & Schorr
1988: 118 ff) that flags difficulties in predictirige impact of teaching. Thus it is of little
surprise that risk registers link teaching riskétodhe teaching process, but to teaching with
contextual elements, such as students’ perceptibtesaching. For example, the risk register
of an elite institution described its only learnimgk as follows:

e Teaching experience may undermine the market positi

This wording establishes a causal relationship@zahbridge University unfolds in quite
some detait*

» Unsatisfactory student experience may lead toddssputation in relation to
national and international competitors. Risk mayplagticularly high in the case of
overseas students taking one-year courses

Thatstudent experienamay negatively influencemarket positionis immediately
comprehensible but raises a set of problems. Fample, can universities take decisions that
have immediate influence on the market position? @aversities reliably monitor their
environments? And, can challenges be connectedunitrersity decisions?

As far as monitoring is concerned, the risk registglains thateaching experiences
assessed through routine surveys of studéshing experienc&’ The Teaching Committee
of this university routinely surveys student expéions and focuses on a set of factors that
are traditionally expected to shape the studemsegence™® For example, high fees and
contact with teachers positively influence the eigee, while the growing number of part-
time teachers, the fundamental tension betweehitggobligations and the need to perform
in the RAE unfold a negative impact; also clase sizd career structure for students shape
the student’s expectations. When the universitysttoots teaching risks, it relies on the
results and the methodology of these surveys. lidsitdoes not suffice for the needs of risk
management. Two steps of a ‘translation processbeaobserved, and the first focuses on
immediate resolvability. For example, the tensietween teaching and research obligation is
well recognised but seems irresolvable. Decisiokersatherefore prefer to select resolvable
sub-risks such as:

““For our limited purpose the two risk descriptionay be taken as equivalent. A more detailed arsaiysuld
focus on the precise wording and the qualifyingdess added to the second statement (overseanttude
compact courses, regulation) and by that highligétdifference between those two statements.

3earningcaptures the side of studertesachingthe side of the university. This shift in focusaifirst essential
indicator for how external events are ‘internaliséfdeaching was the centre of attention, measike
grades or competence would be central to risk nemagt.

®These selected factors are unrelated to formabgsessments.
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« The excessive use of part time teachers
» Insufficient training of (all) teachers
* New technologies are not sufficiently used in teagh

These sub-risks break down ‘teaching experiende’decisions on the number of part-time
teachers, further training for teachers and orueeof new technologies (e.g. e-learning
facilities). The university could decide to charble level of fees or implement strategies of
how to deal with RAE results, but it considers thssues to be unfeasible. In a second step
organisational structures come to bear on theisokitFor example, the suggested solutions
focus on an organisationally weak group, the paréteachers, who can easily be persuaded
to change behaviour. In that way, the challengdsarfing / teaching risks can be translated
into attainable projects of teaching certificategor pay increase and more frequent office
hours. The approach is shaped less by the intetdionprove and rationalise the university’s
management but rather by organisational powerioelst

This example of learning risks illustrates theidiffties in utilising risk management for the
core functions of academia. Basically, the probigto identify threats and then transform
them into decidable issues. As teaching cannotdmeaged directly, universities focus on
indirect indicators such as size of classes, nurabpart-time teachers or the fitting of rooms
with teaching equipment. Organisational structiméisence the selection process in three
ways. Firstly, the choice of sub-risks suggeststtiea power structure — one could assume
that the distinctive collegial system and a moagyfnented, loosely coupled system could
enlighten the analysis — shapes the choice of.ris&sondly, those who are requested to
provide information systematically shape the decisiThe identification of risks is biased by
values and beliefs of small groups of risk ownerd decision makers. Thirdly, risk owners
could either be collective bodies (e.g. the Teagi@ommittee) or individual administrators.
Their perspective on the university’s environmeiit vary accordingly.

Research risks

Research is the other core competence of univessifigain, the main focus in risk registers
is on challenges to the university’s long-term perfance in research funding, not in research
proper. Two representative examples from elitatutsdns are:

*  REFmethod post 2008 not favourable to University
* University may have to adapt its research strateggzellent RAE outcomes have not
translated into appropriate financial awards

Instead of concentrating on actual research, tbeasfan risk registers is on failures in the
assessment and evaluation methods that shapeaesdlacation. Two sources of risk can be
distinguished: the assessment method is failugends (i) it is not as favourable to specific
universities as previously or (ii) as the abilibydorrelate research and reward is defective and
huge uncertainties emerge. Both sources weakestriditegic control capacities of

universities (if they ever existed). While the firsk source draws attention to the ability of
universities to adapt to a changing environmeret,sécond source extends the range of risks
towards institutional defects that individual unsiies cannot modify. One specific, often
referred to aspect of this second source conchensltiplicity of publicised rankings. The
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risk that students, funding agencies or other $talkiers miscontrue the ranking because of
the contradictory results based on different vdeisls reflected in numerous ways. For
example:

* At least some league tables will show the Univgisiunfavourable light
 Long term underpinning of fE€Cby Government not certain (but favourable review
by RCs})®

Risk registers distinguish the risk that regulatorfunders may misjudge a flawless
performance of the university from the risk thaivensities misunderstand the regulator’s
monitoring strategies and therefore fail to deveddpptive strategies. If universities acquire
(or not) benefits undeservingly or excellent RAEulés do not pay off, in both cases the
planning of realistic research strategies beconfsult or even impossible. Note that risk
registers largely ignore risks inherent to the aese process or research strategies at
university level. They are not assessed or evaluatéerms of risk, although they are
decisive for the competitive success of universitie

The examples presented above were taken fromirgiiéutions. Other universities differ in
their registering of research risks in two way&or example, the University of Derby is less
concerned with external recognition, but with edlhigsks or with health and safety issues
triggered by research. In the registers of eligitutions, these effects are assumed to be
under control. Research proper is still not a pidérisk. Another example is the risk
management of the University of Bristol. It doe$ differ fundamentally in its perception of
risk from the elite institutions’ perspective, atlgh risk registers locate research risks not at
university, but at departmental level or even lowmeahe hierarchy, at the level of individual
research projects. These examples support the iiggistthat organisational conditions
influence the ‘content’ of risk management and,8taneously, that the university finds it
difficult to reach its functional core with orgaat®nal means.

Organisational or ‘delivery’ risks

The number of core risks presented in the riskstegs is surprisingly low so that we could
talk about an ‘empty core’. By contrast, the numidenisks related to the delivery of these
core functions is ‘crowded’. ‘Delivery’ or ‘orgaraional’ risks reflect the organisational or
procedural features that — in case of failure — jpapardise the core functions of

YFull Economic Costs

8 Research Councils

19 Although evidence suggests that structural featafeiniversities play a decisive role in the idfécgtion of
academic risks, it proved difficult to group theéwarsities in an unambiguous way. Size plays a, e
distinctions like research / teaching orientatiod aollegiality / managerialism (see Yokoyama 200®)
condense these features | use the distinctiontefaatd normal universities. Elite universities eharacterised
by research orientation, high collegiality and aalen teacher / student ratio. Their risk identfion does not
differ much from that of post-1992 universitiesttf@us on teaching and base their governance oragesial
approaches. Although these two types mark the mxeseof a continuum, the risk identification stragsgf
both display coherence. Central administrationsspgak on behalf of their respective universityrrival
universities usally have a more fragmented straegtonainly characterised by some departments efgbalitist
features, others being less successful and therpfise problems to a coherent strategy. This iraperf
heuristics should make reading easier but wouldiregqnore empirical underpinning before it can beduwith
analytical rigor.
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universities. Such organisational risks range fiomestments in ‘wrong’ personn@lthe
breakdown of IT, to terrorist attacks. Some unii@s focus on technical breakdowns and
external threats, others (mainly elite institutijpase more concerned about the provision of
an effective administrative framework. We foundttbaly one university (Cambridge)
explicitly considered the asymmetries in reputadod research funding between
departments as a source of organisational risks.

The current financial crisis is conceived to béhatcore of organisational risks. Risk
management is based on the assumption that viyrtalhthcademic activities, services and
practices can turn out to be related to finandskl. rThis central position of financial risks is
also expressed in its very generic presentationekample:

* Impact of financial downturn / ‘recession’

All aspects of the financial crisis are considei@be risks, an initial impression that
misrepresents the considerations of some univessifiirst and foremost we find that elite
institutions are mainly concerned with cuts in thecome that are related to research
funding. For example:

* Fundraising policy may need to be reviewed,
e Research income from industry may decrease

Universities like the University of Derby focushat on the their students’ ability to pay the
fees.

» Economic recessioithe deepening of an economic recession couldoegublic
sector funding and reduce family resources for ational purposes. This could
adversely affect recruitment. The effects may beghig mitigated by shortage of
employment thereby encouraging people to beconderstst

Depending on their income structure, universites the recession either as a problem of
family income and basic government funding or akallenge to research funding. One
specific risk, registered only by elite institutgrconcerns the placement difficulties of
students due to the recession. Moreover, recessmoblematic for elite institutions not
because of the number, but because of the righofrsiudents. Others, in particular post-
1992 universities see recession rather as charatéraat more students due to problems in
the job market.

Common to all registers is that delivery risks r@lated to ‘inefficient’ or even failing award
systems, problems of coordination or due to simplgligence. However, cost control and
efficiency concerns do not only imply that univées risk spending too much or use the
resources ineffectively, but that too little morsgent may influence a university’s reputation.
In other words, internally exaggerated demandsfioziency may backfire if representational
expectations are not met.

PDlnterestingly, ‘personnel’ is not a risk to theatjty of research and teaching but an indicatahefdwindling
attractiveness of universities (s@nstructing academic as reputational risk’).
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External risks®*

A final group of external ‘risks’ concerns thosattlare explicitly located outside the
decisional horizon of universities. Rankings, leatables or the financial recession are such
events that cannot be influenced by organisatideaisions directly, although they are
considered relevant for all managerial decisiome main task here is to assure
organisational members and regulatory agencidseadlertness of universities.

Constructing ‘academic’ as reputational risk

Risk registers illustrate the difficulty in estatling a direct link between organisational
decisions and risk events. When the teaching eniemeahby overseas students was expected
to undermine the market position of a universitg humber of part-time teachers or teaching
equipment substituted the risk item. This may lkenaas an indicator for universities
developing ‘theories’ of causal relations betwasks and events that however miss ‘the
correct instrument to measure which explanatioelesvant and therefore often rely on highly
speculative interpretations’ (Musselin 2007: ¥3Pne crucial element to bind all those
theories and risks together can be found in theeatnofreputational riskhatemerges aa
genuine type of academic risk. Reputational risky tve interpreted as the other side of, or
complementary to, financial risks that were thesatsthe organisational risks. Reputational
risks reflect the particularities of the universiBower et al (2009: 304) claim that with
reputational risks surface ‘new and disturbing ust@adings of responsibility, accountability
and decision making’, features that embed risk mameent in academia. The special status
of reputation is derived from the key function eputation in science where it works as a
crucial strategy to guide scientific communicat{terton 1973b)Thus, to understand what
reputational risks could be, it is worth recallihg main features of the concept of reputation.

Reputational risk

Reputation is the signalling system of science drgwttention to those scholars who have
performed outstandingly and, with some probabilitijl repeat their success. Reputation
simplifies the monitoring of the scientific deb&be all scholars by pre-selecting promising
contributions on the basis of previous accomplighisidn that way, reputation provides the
possibility for other scholars to tie in more shltainto the academic debate and purchase
reputation more effectively. This reduction of cdaxity only works if reputation is
attributed by thenvisible handLuhmann 1990: 246)f the attribution can be traced back to
the interests of certain persons, groups or orgéniss, the reputation will be considered
manipulated, corrupted and in turn, worthless aagascientific communication is concerned.
Related to this notion of reputation, reputatiaims may refer to three challenges:

It is questionable if they are risks in a formahse at all, as they are ‘not a consequence afabision, that is
to say, it is attributed to the decision’ but ‘fhessible loss is considered to have been causethaly, that is
to say, it is attributed to the environment’ (Luhm&a008: 20 f).

“2Carolyn Booker (Strathclyde) studied the risk nggmaent of one university department in her unphbtis
MA thesis and showed how members of the organisatimstruct academic risks and which events are
considered essential. One critical element in titesstructions was reputation (personal commurtinti
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» corruption of the invisible hand — e.g. if politios economic interest systematically
prejudices the attribution of reputation.

« sending of confusing, unambiguous signals of rapmrtal communication; as a
consequence, scholars or students misread thdssmméhact inappropriately.

* loss of reputation — e.g. measured in diminisheaglie table results or rankings.

The first two aspects were discussed as genuieanasrisk§see above). They referred to
methodological and political failures of the rardiand evaluation systems. Although risks
emerging from this source could principally be ngad the ability of individual universities
to optimise this process is rather restricted. §éwond source of reputational risks, the
confusion about signals, is inherent in the gl@halluation systerft

The third source of reputational risks, thes of reputationis often measured in terms of
changes in ranking results. However, the use aftedjpnal risks is not restricted to rankings.
Risk registers use reputational loss rather asrgeaeademic risks that can be triggered by
virtually any event within and outside of univeiesst In the accounts of risk registers,
reputational risks range from property managemetié impact of press statements by staff,
bad press about student excursions, equality amstditiy issues to a dirty classroom.
Reputational risk has become an all-purpose taalisk management. In the light of risk
identification, this development raises the questibhow these reputational losses are
identified and how are they linked to universitycgeons.

To illustrate the uses of reputational loss, wet $tp outlining from our research how
reputation is linked to challenges emerging fromahigin of reputation. For example
(underline added):

« Reduction in research income would impact serioaslyJniversity finances and
reputation

* Fallin research funding ... would have a seriompact on the finances of the
University, on staff morale and on reputation

Research risks are, first of all, linked to finadlows. Attaching reputation as another risk
area suggests that wider academic features ndexidonsidered when the normal operation
of universities is scrutinised. The external regtgn for research may not only be expressed
in terms of rewards, financial contributions, RAftlaankings, but is also mirrored in the
common attractiveness of universities for futuedfsind students.

 Difficulty in attracting the best staff especiadliyprofessorial level ... Quality of staff
is a key factor in the University’s future perfornca and reputation

These indicators are primarily relevant for theentation within the scientific and educational
system. Thus the impact of reputational loss cabaogstricted to research staff and reward

%In the UK, the RAE and HEFCE'’s assessment ofaisessment dominate the higher education secter. Th
German university system lacks one dominant evialnacheme and the growing number of similar
evaluations generates a deepening problem of iiljadind orientation. At the international levsljch
dangers of disorientation are well documented.
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systems but needs to also account for failurepueigance that may influence the scientific
(and educational) performance of universities. Tmepact is measured again in terms of the
reputational loss of universities and of courser t@ancial situation. For example:

* Elements of poor governance with regard to corswrad management. This can lead
to adverse publicity and reputationaihd financial harm

* On-going health and safety risk (short/med/longnerequiring constant monitoring.
If this risk were to crystallize to any great degtbe medium to long-term
consequences could have serious financial and atipual damage

Some preliminary remarks on reputational risks tmaylerived from these examples. Firstly,
as virtually every organisational decision impattectly or indirectly on staff, students,
university governance and academic working conaktichese decisions may be linked up
with the risk of reputational loss. However, thieston of causal links will depend on the
university’s ability to manage issues than on thgctive challenge. Secondly, as reputation
is recognised by the invisible hand, local theoakewhat organisational elements may
influence this unknown aspect flourish, as theyhcaitve controlled by the organisation.
Moreover, when the concept is expanded to the agton, governance in all its facets gains
leverage and turn out to be risky. Thus, the gualiteaching rooms, technical equipment or
the handling of safety issues may impact on refurtaas may the financial management,
research styles and personnel. Thirdly, reputasiancreasingly diversified according to
stakeholders. Reputation plays a role for studertsuitment, determines the attractiveness
for staff, but also shapes the public image ofuthiwersity. The university is conceptualised
as Kerr’'s (1963) ‘multiversity’ that has to respaaotd balance the interests of numerous
stakeholders. The problem is that forms of repoieti loss may contradict each other and,
reflexively, turn a reputational risk into a rigkits own right.

Reputation and organisation

Expanding reputational risks from individual to angsational concerns generates a flexible
concept, applicable to virtually all events. Alliversities apply it, not only organisations
with a clear focus on research or with a globagmation. Two aspects augment the
importance of reputational risks for the higher@ation sector. Firstly, the flexibility of the
concept enables it to link virtually all eventsaiganisational decisions. The multitude of
possibilities demands selection. Risks are selantadcordance with organisational features,
power relations and interest constellations. Fangxe, elite institutions primarily link
reputational risks to ranking or evaluation resuli®rmal’ universities focus on reputational
loss as a challenge to the general impressioneafiiiversity in the national market
addressing concerns of the scientific community fanding organisations as well as
students or their parents, the relevant stakehsldtere the entire philosophy of risk
management may be turned upside down: it is noelotige objective severity of events that
determine the alertness of the university, buiptteparedness of the university defines the
severity of events to be managed. Secondly, rapuatdtindicators allow universities to
monitor the sector, identify challenges and in tiareadapt organisations. In particular,
reputational risks captumeeak signal®f poor governance, long-term effects of decragpsin
funding, demotivation of staff, poor selection afdents or bad publicity and they provide
university administration with a sensitive tooldapture the complex environment.
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Concluding remarks

While the overriding rule of notoriously risk-averBureaucracies was ‘never to permit
surprises’ (Luhmann 2008: 190), did universitiedemae risk management, reluctantly at
first and at least as far as risk identificatiocasicerned? Universities were faced with
considerable uncertainty about academic risks. features of the process search for
academic risks attracted particular attention.tlyirsiniversities could not capture their core
functions — teaching and research — with orgameatimeans. Instead, universities had to
find proxies that they could link up with organisaial decisions. Here the second feature
concerning reputational risk comes into play. Rapaial risk provides an all-purpose tool
for risk management allowing universities to captall possible challenges and problems in
terms of risk. Generally it was assumed that tleswires contribute to the rationalisation of
the academic sector. However, the modernising ingpet risk management ceases when
confronted with the university as a special orgaing. While HEFCE expected that risk
management improves university governance ‘bectdnesasks have been identified, are
understood’ (HEFCE 2001a), this expectation h#le ltearing on the identification of
academic risks by universities. Universities prebgploiting the flexibilities of the risk tool
according to their skills, interests and entrepueiaé force. Moreover, the structural
particularities of universities provided the foutida for the variation of risk management.
Their form varied with the degree of bureaucratigamisations, loose coupling or along the
difference between elite institutions and othewarsities including post-1992 ones. For the
argument it was less important to identify the mestructural features that determined the
outcome, but it was more important to see thatrasgdéional features played a role, beyond
the anticipated particularities of the universifhe special organisation that forms the
university did not assimilate risk management t@bational strategic actor, but in the
development of academic risk management the foseimanagement tool of risk was
adapted to organisational needs and structures.

However, the sample was too small to further dgvgl@and hypotheses about academic risk
management, but large enough to develop some ideasgther research. Firstly, the study
presented should be put on a broader empiricas bRsgisters should be compared and
secondary organisational features of universiseze( profile etc.) should be operationalised
more systematically and carefully. Secondly, whikediscuss the formal structure of risk
assessment, the actual process remains opaqueisihatmpirical basis for the assessment
of academic risks? Do universities or departmeatelbp systematic ideas about academic
risks? How is resilience assessed? How are rislems\selected? In short, the practical
approach to risk management requires in-depth enatian. It was not touched upon in this
paper. Thirdly, a set of research questions cattebged from the problem of how the risk
tool was diffused across the sector and within ersities. Which were the universities
particularly eager to adapt to risk management? Wasliffusion based on individual or
collective strategies? Can we identify a first-mo&dvantage or did second mover benefit?
Fourthly, an issue that was hard to trace in reggstoncerns conflict resolution. How do
universities deal with structural or power relatedsions and conflicts? What type of
university develops what type of conflict resolutfoFifthly, it was assumed that structural
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changes of universities are minimal as risk managemns adopted for all problems implying
that ‘the breath of the phenomenon excludes the mecialized differentiation of risk
management as a particular function of certairceffior departments. It is rather to be seen as
a particular form of critical monitoring of all de@ns by means of second-order observation’
(Luhmann 2008: 189). But does this hypothesis hbld?isk offices and officers function as
crystallisation points for a further bureaucraimaiand new dynamics of university
development or is the university still doomed anhfainable to reform itself? And last but

not least, the effects of the implementation ofrile management need to be analysed in
more detail. Is risk management just a ritual offigation vis-a-vis regulatory agencies that
has little bearing on organisational decision mglandoes risk management change
decisions? Are genuine academic decisions takearuhd impression of risk management?
And again, how does the openness for such deqsmmesses depend on specific features of
universities? When initially it was suggested thatknow about academic risk management,
this paper rather suggests that there is much aloelad.
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