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Summary: Nowadays in public institutions environment there are appearing new law
restrictions, among them the Ministerial Public Finance Act, according to which public
institutions have to lead the risk management process [Winiarska, Postula 2012]. The aim
of this process is to deliver information needed for decision making [Widener 2007] in those
units who act their role through tasks in the area of public security [Wieteska-Rosiak 2011],
health protection, education [Burnett 2007]. This is connected with building the awareness
that risk, understood as all situations that may takes place in institutions with a specific
probability [Asel 2009], as well, as situations, which are estimated to involve a threat [Rosa
1998]. It is combined with all the activities of the institution [Ochmanska, Jarzabek 2012]. In
this article, the author presented the risk management process in purposefully selected public
higher education institution [Huber 2009] from L6dz Region. The aim of the article is to
present the process and supplement it with the author’s own study results. The research was
funded from NCN fund (DEC-2012/07/N/HS4/00274).

Keywords: risk, risk management, management control, public institution, higher education
institution.

Streszczenie: Obecnie, w $rodowisku instytucji publicznych pojawiaja si¢ nowe restrykcje
prawne, w tym Ustawa o finansach publicznych, zgodnie z ktéra instytucje publiczne
musza prowadzi¢ proces zarzadzania ryzykiem [Winiarska, Postuta 2012]. Celem tego
procesu jest dostarczenie informacji potrzebnych do podejmowania decyzji [Widener 2007]
w tych jednostkach, ktore pelnig swojg role poprzez zadania w zakresie bezpieczenstwa
publicznego [Wieteska-Rosiak 2011], ochrony zdrowia, edukacji [Burnett 2007]. Wiaze si¢
ono z budowaniem $wiadomosci, ze ryzyko jest interpretowane jako wszystkie te sytuacje,
ktére moga odbywacd si¢ w organizacjach ze specyficznym prawdopodobienstwem [Asel

* The project was financed with funds from the Polish National Science Centre granted pursuant to
the decision no. DEC-2012/07/N/HS4/00274.
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2009], ale takze jako sytuacje, ktore wedlug szacunkow stanowig zagrozenie [Rosa 1998].
Jest ono zwiazane z wszelkimi aktywnos$ciami w instytucji [Ochmanska, Jarzabek 2012].
W niniejszym artykule autor przedstawit proces zarzadzania ryzykiem w celowo wybranej
publicznej uczelni wyzszej [Huber 2009] z Regionu Lodzkiego. Celem artykutu jest prezen-
tacja procesu i uzupehienie go o wyniki badan wilasnych autora. Badania ufundowano ze
srodkow NCN (DEC2012/07/N/HS4/00274).

Stowa kluczowe: ryzyko, zarzadzanie ryzykiem, kontrola zarzadcza, instytucja publiczna,
uczelnia wyzsza.

1. Introduction

Risk management concept comes from the management control. It means all
activities undertaken to ensure that objectives and tasks of the institution are realized
in a manner consistent with the law, effective, efficient, cost-effective and on
time. It originates with the process approach to management and relates primarily
to coordination of the allocation of resources, the increase of motivation and
performance measurement [Maciariello, Kirby 1994]. The analysis and assessment
of risks at public sector institutions plays a key role primarily in the selection of the
appropriate control activities. Any control system can only respond properly to the
risks for which it was created [Domokos et al. 2015].

Historical experience shows that there is no simple and universal recipe for risk
management [Klinke, Renn 2002]. It includes all activities that enable the probability
of risk occurring or its impact to be eliminated or reduced to an acceptable level
[Vasvari 2015].

In literature about risk management there are lots of definitions of risk. One of
them is from ISO 31000. Risk is the impact of uncertainty on objectives, whether
this impact is positive or negative. The idea of risk management is not to eliminate
risk, since this is impossible, but rather to decide which risks are worth taking
and which ones we want to avoid completely. Risk management as described in
Hubbard [2009] is the identification, assessment and prioritization of risks, followed
by a coordinated and economical application of resources to minimize, monitor and
control the probability and/or the impact of unfortunate events. That is why risk can
be seen as the product of the probability of an event occurring and the consequences
of that event [Schoeman, Vlok 2014]. It can be associated with the objectives which
are assigned to be gained by the institution.

Assuming that all objectives are important and that these objectives are subject
to uncertainty, there is risk in all institutions. After the literature review the following
research hypothesis was formulated: The filling of the documentation about the
risk process is linked to the level of its implementation in the institution. A first
step that an institution can take is the recognition of risk. Further understanding of
risk means understanding what degree of departure from the objective an outcome
may take [Luko 2013].
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2. The way of risk management functioning among
public institutions

Based on statutory requirements, public entities are subject to the obligation of
operating a risk management system as part of the management control system.

This entails the process of identifying risks through their analysis and assessment
to instigating measures. Risk management is the major mechanism of efficient
control, when it is construed as a response to risks to the institutional goals [Domokos
etal. 2015].

The reform of the public sector’s control systems was one of the challenges
associated with the accession of Poland to the European Union in 2004. Since the
Polish public sector was to become a major beneficiary of the EU structural funds,
the European Commission requested the distribution of these funds and the effects of
their use to be systematically controlled. Chapter 28 of the preaccession negotiations
specified that Poland would implement a decentralised control system based on
Public Internal Financial Control, a framework developed by the European Court of
Auditors. Then, the Minister of Finance decided to broaden the scope of the system
to include all of the public sector [Klimczak, Pikos 2013].

Since 2010 the new management control system has become compulsory for
all public institutions [The Public Finance Act 2009]. According to the Art. 9 of the
Public Finance Act, polish public finance sector entails: public authorities, including
government bodies, state control and law enforcement, courts and tribunals, local
government units and their associations, budgetary units, government budgetary
establishments, executive agencies, budget economy institutions, state funds, Social
Insurance Institution (ZUS), National Health Fund (NFZ), independent public
health care, public higher education institutions, Polish Academy of Sciences and
its institutional units, state and local cultural institutions and other state or local
government legal entities established under separate acts for public tasks execution,
with the exception of enterprises, research and development units, banks and
commercial companies [The Public Finance Act 2009, Art. 9].

In Poland, nowadays the main aim is to educate people and prepare them for
future work. It is an action taken by universities all over the country. For this article,
the subject of empirical research was one of the public higher education institutions
from the L.6dZ Region.

3. Description of a chosen public higher education institution
of the L.6dZ Region and the research method

The chosen public higher education institution of the £.6dZ Region was inaugurated
on October 1, 2002 as a merger of two Schools [Act of July 27 2002, Art. 1]. It is
the largest state-owned medical university in Poland whose mission is: educating
students in medicine, dentistry, pharmacy and medicine-allied disciplines; educating
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research staff and conducting research work; conducting postgraduate training of
highly qualified health care system staff; participating in health care programs set by
the social health care system [Medical University of Lodz 2015].

The concept of up-to-date and comprehensive professional training of medical
manpower is being improved all the time. The process of education is focused on
preparing specialists for work in various communities and national health care
systems. Its educational offer, gradually and consequently modified and widened,
is adjusted to the requirements laid down in the resolutions validated by Polish
Government within the European Union co-operation. Following Poland’s entry into
the European Union on May 1, 2004 the University offers an automatic recognition
of the degree for most of the faculties within all 25 countries of the European Union.

The University employs almost 1,600 research and didactic staff, including over
300 independent researchers, i.e. 170 full professors, 190 assistant and associate
professors, as well as nearly 900 PhD academics. Its educational programs arouse
great interest among Polish and international students.

Currently, over 8,000 Polish students are receiving their education within
medical and medicine-related areas at various faculties. University’s education offer
also comprises advanced studies at the Faculty of Postgraduate Training with over
300 postgraduate students commencing their education each year. Medical teaching
in English was initiated in 2003/2004. Presently about 300 foreign students from
various countries (USA, Canada, Taiwan, Sweden, Norway, Great Britain, Spain,
Kenia, Nigeria, Zambia) attend medical and dental courses. The University is one of
the leading medical research centres in Poland. In one academic year over a hundred
research grants are awarded, as well as numerous research contracts. At present, over
300 individual research projects are being conducted, of which over 100 are new
ones and more than 200 are continued.

The International Research Programmes team collaborates with University
researchers, local enterprises and any international units and institutions that are
interested in research cooperation, with special regard to the EU 7 Framework and
Public Health Programmes [Medical University of Lodz 2015].

The University has been carrying an extensive international scientific cooperation
[Medical University of Lodz 2015]. The empirical research! was conducted by using
a research technique of the formal and content analysis of documents. The sources
of information were official Statements about the state of management control — the
part about risk management [Medical University of Lodz 2011-2014] prepared by
the chief executive of the chosen institution and the University Risk Management
Policy [Medical University of Lodz 2011] presented on the Public Information
Bulletin university website.

! The research was funded from National Science Centre fund allocated of the decision number
DEC-2012/07/N/HS4/00274.
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First step of the study was the analysis of Statements [Medical University of
Lodz 2011-2014], which are formal documents prepared by the university authorities
every year. The document contains various pieces, including the presentation of
management control sources — among which is the risk management process. When
the authorities decide that the level of management control was not sufficient, they
are obliged to find exceptions from the process, present future actions which can
build an efficient management control level and also fill in a table about the actions
which took place in the recent year, but were not planned.

Among those pieces the most important for this article is the risk management
process. Another studied document was the University Risk Management Policy
[Medical University of Lodz 2011] presented by university authorities and published
in2011. It contains ten parts and ten attachments. The Policy sets out the University’s
approach to risk and its management together with the means for identifying,
analysing and managing risk in order to minimize its frequency and impact [Medical
University of Lodz 2011].

The risks considered significant to the ability to achieve its objectives are set
out in the corporate section of the risk register [Medical University of Lodz 2011],
which incorporates actions for dealing with those risks. The section is monitored on
a monthly basis and is updated by nominated groups to take account of the changing
environment and circumstances. The key to understanding the risk management
policy in the surveyed university is the Second Chapter of the document, in
accordance with the provisions of the basis for the sought risks are the mission,
vision, strategic and operational objectives defined in the strategy.

The risk management policy is designed to identify potential events that may
affect the activities of the university as risk or chances, maintaining the identified
risks within the limits and ensuring effective implementation of the objectives
set out in the university’s development strategy. The risk management policy is
a management tool for the authorities of the university and provides guidance for all
university employees.

4. Research results

The empirical research was conducted from June to July 2015. The aim of the
research was to present the method of documentation used by the authorities from
one of the public higher education institutions of the 1.6dZ Region.

First part of the study was a formal analysis of the statements about the
management control for years 2011, 2012, 2013 and 2014. Most relevant for this
paper is the part connected with risk management. As presented in Table 1, risk
management is a process leaded by the authorities all through the years of the
documentation research period.

Unfortunately, university authorities see a problem with full implementation
of the risk management system to everyday activity. As mentioned above, there
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Table 1. Analysis of the statements about management control — pieces about risk management

Information from the authorities’ Year of statement publication

statement — area of risk 2011 2012 2013 2014
A source of information for
management control takes into account
the risk management process no yes yes yes
Exception in training and enhancing
employees’ knowledge of risk
management yes yes no no
Exception in risk management
documenting system yes yes yes no
A comprehensive risk management
process is being planned yes yes yes yes
Workshops and trainings for workers
in the field of risk management are being
planned no yes yes yes
Actions taken to improve risk
management, including authorities’
statements yes no no no
Actions taken to improve risk
management, including workshops and
training sessions for employees no yes yes yes
Actions taken last year to improve risk yes — only yes —only yes —e.g.
management, including performance of on strategic | on strategic | in project
a complex risk management process no level level management

Source: own study based on the [Medical University of Lodz 2011-2014].

were some exceptions in risk management in years 2011-2014. They were connected
with preparing employees to identify risk, teach them how to find and document risk.
That is why not only in 2011, but also in 2012, 2013 and 2014 university authorities
wanted to plan a comprehensive risk management process. They planned and made
some actions to improve this process, such as — developing the University Risk
Management Policy, organizing workshops, case studies on project management.

For implementation of risk awareness, authorities of the surveyed public
higher education institution decided to take formal steps about the risk. In 2011,
they presented the University Risk Management Policy, which is a basis for risk
management. In this document the whole process, divided into few steps, is
presented. Table 2 presents the method of documenting each risk management sub-
process.

The whole risk management process is supervised not only by the university
authorities, but also by an administrative employee hired on the post of risk
management. This person is responsible for collecting the whole documentation



78

Karolina Zofia Kapuscinska

Table 2. The method of documenting the risk management sub-process

Risk
management Main focus Content
sub-process
1 2 3 4
Definition presentation of the determining goals, the
dictionary about risk (part economic and legislative
one of the document) environment, affected
processes and activities, and
recording the expected state
Identification brain storming, experience | each employee may identification of risks and

and predictions, other
methods, statistical or
non-statistical

announce risks
identified in their unit
to the chief executive

opportunities that may
influence the achieving the
institutional goals

Evaluation and
Verification

significance of each

risk, in a scale of 1-5

the probability of risk
appearance and in the
same scale the impact of
each risk on the institution
(on strategic, operational,
project levels)

each risk is

a combination of the
probability and impact
and after calculating
it, the visual effect is

a risk map

searching for the resources
used to keep risk on the
acceptable level

Analysis and
Prioritization
of risks

the priority is measured
on a scale from 1 to 4,
where 1is the lowest,

4 is the biggest value

using two characteristics
of risk — probability and
impact of risk on the
institution

Definition of
acts with non-
-acceptable risk

risk transfer

minimize the
probability and impact
with insurance,
outsourcing some
activities which are
associated with risk

risk reduction

minimize risk to an
acceptable level

acceptance of risk

in case of difficulties

in minimizing the risk
level or in case of high
costs of risk reduction

risk avoidance

avoid the activities
associated with risk

using the positive
realisations of risk

preparing few types of
a reaction

Definition of
acts with using
the opportunities

preparing few ways
of reaction
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1

4

Risk improvers

preparing a list of people
who will be responsible for
scheduling and taking risk-
-corrective actions

Monitoring and
Control

risk documentation for
project whose value is
more than 2 million must
be accepted by the Rector

preparing tables for
monitoring and reporting
about risk management in
the institution

low risk acceptable risk must
be monitored and from
time to time verified by

control mechanisms

medium risk needs to be monitored,
and it can be tolerated
only in situations
when the costs of risk
improvement are not

very high

high risk in extraordinary
situations only the
Rector may accept this

risk level

the self-

-assessment report on
risk prepared by the
Rector, Dean, chief
executives, project
managers

every year control

Source: own study based on [Medical University of Lodz 2011].

prepared by the employees about the identification, evaluation, verification, analysis
and monitoring of risk. Together with this person, the Rector decides which risks
may have the biggest influence on the university goals.

University Risk Management Policy [Medical University of Lodz 2011] is
a basis for risk management. In this document, the institution is divided into three
levels: strategic, operational and project. For each level, risk management must be
documented.

On a strategic level, the risk management process is controlled once a year.
The person in the institution responsible for this level is the Rector. His competencies
include preparing of the Risk Management Policy, its implementation and every year
evaluation, determining the level of risk appetite. He also publishes and implements
risk management procedures inside the institution, identifies and assesses the risks
at the strategic level. After strategic analysis, the Rector designates strategical risk
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owners. One of his tasks is also monitoring and control of the interim and yearly
reports about risk management. The Rector carries out these activities the with help
of Vice Rectors, the Chancellor and Vice Chancellors.

Table 3 presents a strategic level risk register.

Table 3. The strategic level risk register

Institution’s name

Risk
No Strategic | Strategic Risk Risk | Probability | Impact | (Probability Priori Risk | Risk Mechanisms
area goal category | factor (1-5) (1-5) times ty level | owner | of risk reduction
Impact)

Date and the Rector’s signature

Source: own study based on [Medical University of Lodz 2011].

As mentioned above, the Rector — as the highest authority at the university,
conducts and improves the implementation of risk management. For this reason,
he has a special part to play — he gives priority to each strategic risk. Based on his
decision, risk, which has probability of 5 and an impact of 3 on the relevant scales
may not be treated as so important in the long-term functioning of the institution.
Of course, all the decisions are made after consultation with Vice Rectors, the
Chancellor and Vice Chancellors.

The second level of the risk management process in the studied university is
the operational level. It is based on the current identification of risks important
for the operational goals realization [Komanda 2011]. It also requires making
assessments and correct actions. Responsible for this step of the process are the
Deans, the managers of each unit of the institution. Among their tasks, one may find
identification, evaluation and reduction of the key risks of achieving the operational
aims. Risk assessment should include probability and impact of risk. Another task is
designing and implementation of the acts which minimize the risk and reduce it to
acceptable level, as well as operational risk level monitoring and preparing reports
about it. The Deans, the managers of each unit of the institution, are also responsible
for ensuring the compliance of acts with the Risk Management Policy in place at the
institution, archiving of the documents on the Risk Management Policy realization
and ensuring the awareness of the significance of risk management in the institution.
Table 4 presents the operational level risk register.

The analysis of risk on the operational level starts with the name of the risk area.
In the University Risk Management Policy, there are five areas identified, including:
education of students; science, research and development; clinical activities;
administration and management; development. The unit’s chief executive selects one
of the areas and then decides with which goal, as assigned in the documentation, it is
associated.
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Table 4. The operational level risk register

Institution’s name

Risk Mechanism:
Risk Risk Risk | Probability | Impact S| Risk | Risk | Vcoamsms
No. Goal (Probability of risk
area category factor (1-5) (1-5) ) level | owner .
times Impact) reduction

Date and the Chief Executive’s signature

Source: own study based on the [Medical University of Lodz 2011].

After that, he/she selects one of the following risk categories: legal, financial,
human resources, infrastructure. These three pieces of information are necessary to
find the risk factor which may cause a problem for the unit. As mentioned before,
each risk has to be measured for the degree of probability and of impact. Deans,
unit’s chief executives, have to monitor the way of achieving the goals and also
have an impact in preparing some activities linked with this. For that reason, they
may indicate the owner for each of the identified risks. Their last task is to monitor
the risk management, find the mechanisms of risk reduction and prepare interim
reports about the state of the process. Of course, there is a designated person at the
university, who can help. That person is the administrative employee hired on the
post of risk management.

Last level of the risk management process in the studied public higher education
institution is the project level. It entails the pre-analysis of the risk factors on the step
of project acceptance and also risk analysis after achieving each milestone of the
project, as well as taking a corrective action. On this level, the responsible employee
is the project manager. She/he has to identify the risk factors associated with the
project, assess and prioritize the identified risks, including probability and impact
level. His/her tasks include also designing and implementing the corrective action
which may reduce the risk to an acceptable level and archiving of documents related
to the risk management policy within project realization.

In case of identifying the risk, which may cause interruption in project realization,
project managers are obliged to inform their chief executive manager. Table 5
presents the project level risk register.

Table 5. Risk register on the project level

Unit’s name |

Goal of the Risk Risk Probability Impact RlSk. . . Risk Mechaplsms
No roiect cateso factor (1-5) (1-5) (Probability Risk level owner of risk
pro] oty times Impact) reduction

Date and the Project Manager’s signature |

Source: own study based on the [Medical University of Lodz 2011].
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The project level risk register is prepared for each project conducted at the
public higher education institution. Each Project Manager is required to be aware of
the all risks, not only negative but also positive, which may influence the project.
In the studied institution, the authorities decided that the first step in project risk
management is to fulfil the goal of the project. This needs to be integrated with
the project documents and analysis made before opening the project. Other steps of
the analysis on the risk management level are the same as in the operational level.
However, the document signed by the Project Manager is required to be presented
to two persons — to the Dean or Chief Executive of the unit in which the project
is being realized and also to the administrative employee hired on the post of risk
management.

The study in the selected public higher education institution presented in the
article illustrates the method of documenting the risk management process and
its final source, which is the statement about the management control. As presented
above, risk management should entangle the whole institution and it requires
a significant awareness of risk which may appear on every activity up-taken by the
employees.

For this reason, the Rector and the authorities of the surveyed public higher
education institution in the £.6dz Region decided to divide the implementation of
the process into steps. They also created the documents for strategic, operational and
project-level risk. Taking above into consideration, in author’s opinion, the research
confirmed the research hypothesis that the filling of the documentation about
the risk process is linked to the level of implementation of the process in the
institution.

As mentioned in the first part of the study, the Rector in his statements from
2011, 2012, 2013, 2014 writes that the risk management process is being modified,
university employees takes part in the workshops about risk measurement. In his
opinion, this part of public higher education institution management is important and
he continually cares about the full implementation of the risk management process
into every-day activities of the university.

5. Conclusion

The risk management process realized by the public units, among which one counts
the public higher education institutions, may lead to the increase in management
efficiency and to the better use of existing resources, both human and financial. It
could also help to improve the quality of education, constructing the ability to utilise
emerging opportunities. On one hand, the impact of risk management would be
improving the quality and efficiency of project management, including eliminating
the risk of project failures, and on the other hand, the elimination of unethical
behaviour, waste and fraud. Of course, all actions taken by the authorities of the unit
must be associated with new legal requirements and standards.
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The purpose of the University Risk Management Policy is to develop a consistent
approach towards risk across the institution and outline the processes for recognising,
analysing and dealing with risks, as well as assuring the effectiveness of the identified
processes. It is designed to minimize the frequency and impact of adverse incidents
arising from risks and to identify improvements in procedures and service delivery,
in order to ensure the efficient and effective use of the public funds.

For this reason, all the employees are engaged not only in the implementation,
but also in the development of the risk management process. In this article, the way
of documenting that process was presented, other aspects of risk management will
be the subject of author’s further studies.
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