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ABSTRACT 

Enterprise risk management (ERM) looks at the upside of risk and the many opportunities it can 
present.  It is tied to strategic objectives and is a coordinated approach that looks at all risk 
departments.  There are several ERM frameworks, each of which supports the risk management 
process for decision making in the organization.  The frameworks typically describe an approach 
for identifying, analyzing, evaluating and responding to events that might enhance or degrade the 
achievement of an organizations objectives, though little attention is given to defining those 
objectives.  The Managing Uncertainty System is based on an ERM framework, however it starts 
with articulating the organizations objectives, including the desired outcomes and how they will 
be measured.  By doing so, it provides the information that allows the other steps in the process 
to occur, thereby assuring the value and validity of the System.  

 

The Managing Uncertainty System is based on a definition of the word “risk” that comes from an 
international risk management standard known as ISO 31000 Risk Management Principles and 
Guidelines.  The definition is: 

“effect of uncertainty on objectives” 

A closer look at this definition reveals its underlying power to both protect AND create value for 
an organization.   

First, an effect is a deviation from the expected – positive and/or negative.  So risk can have an 
upside and/or a downside.  You don’t get what you want only with the negatives; it’s the positive 
side of risk that equals opportunities. 

Second, uncertainty is the state, even partial, of deficiency of information related to, 
understanding or knowledge of, an event, its consequences or likelihood.  Good decision-making 
starts with the right information. 

Third, objectives can have different aspects such as profitability and growth, productivity, brand, 
reputation, employee morale and development, and physical resources.  They can also apply at 
different levels such as strategic and operational. 

By the very nature of this definition, the Managing Uncertainty System is objective-centric, and 
without clearly stated objectives we cannot comprehend potential threats and opportunities 
toward their achievement.  That is why the first step in the system, Articulate, is to clearly define 
your organizations objectives.  The problem lies in confusion about the meaning of objectives 
and how to find and set them. 

Let’s start by looking at the big picture to put this into perspective.  Organizations typically have 
a vision, goals, objectives, and key performance indicators.  
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Vision  

The vision is typically addressed in the mission statement.  Historically, mission statements have 
been focused internally for management, however there is research that indicates an external 
focus from a customer’s perspective can be far more effective. 

Without an effective mission statement, a firm’s short-term actions may be counterproductive to 
long-term interests.  As a first step in strategic planning, a mission statement provides direction 
for all subsequent activities, including communication with perhaps the most important 
constituency, customers (David & David, 2014). 

Goal 

A goal is a broad primary outcome.  It is the Big Picture where we hope that our efforts will 
ultimately bring us.  Goals tend to be long on direction, and short on specific tactics.   

Objective 

A goal is where you want to be and objectives are the steps taken to reach the goal.  Objectives 
define strategies or implementation steps to attain the identified goals.  Unlike goals, objectives 
are SMART – they must be: Specific, Measurable, Actionable, Relevant, and Time-bound. 

Unless results can be appraised objectively, there will be no results.  There will only be activity, 
that is costs.  To produce results it is necessary to know what results are desirable and be able to 
determine whether the desired results are actually being achieved (Drucker, 1974). 

Goals vs. Objectives – What’s the Difference? 

Goals and objectives are separate but related – they both involve forward motion.  But knowing 
the difference can help us to use both in a constructive way, to get us from where we are to 
where we want to go. 

  Goals Objectives 
Definition Something which you try to 

achieve 
A specific result that a person 
or system aims to achieve 
within a time frame and with 
available resources. 

Time frame Usually long-term A series of smaller steps, 
often along the way to 
achieving a long-term goal. 

Magnitude Typically involves life changing 
outcomes, like retiring, buying a 
home or making a major career 
change. 

Usually a near-term target of 
a larger expected outcome, 
such as passing a course as 
part of completing a degree 
program. 

Outcome of immediate 
action 

Actions tend to advance 
progress in a very general sense; 
there is often awareness that 
there are several ways to reach a 
goal, so specific outcomes 
aren’t necessary. 

Very specific and 
measurable, a target is 
established and victory is 
declared only when the target 
is hit. 
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Purpose of action A goal if often characterized as 
a change of direction that will 
ultimately lead to a desired 
outcome. 

Objectives tend to be actions 
aimed at accomplishing a 
certain task. 

Example “I want to retire by age 50” “In order to reach my goal of 
retiring at age 50, I need to 
save $20,000 by the end of 
this year” 

Hierarchy Goals tend to control objectives; 
a change in a goal could 
eliminate one or more 
objectives, or add new ones. 

An objective can modify a 
goal, but will seldom change 
it in a fundamental way, even 
if the objective isn’t reached. 

 

Strategic Objectives 

Strategic objectives are measurable long term organizational goals that help to convert a mission 
statement from a broad vision into more specific plans and projects.  In general, they are 
externally focused and (according to the management guru Peter Drucker) fall into eight major 
classifications: 

1. Market standing: desired share of the present and new markets; 
2. Innovation: development of new goods and services, and of skills and methods required 

to achieve them. 
3. Human resources: selection and development of employees; 
4. Financial resources: identification of the sources of capital and their use; 
5. Physical resource: equipment and facilities and their use; 
6. Productivity: efficient use of the resource relative to the output; 
7. Social responsibility: awareness and responsiveness to the effects on the wider 

community of stakeholders; 
8. Profit requirements: achievement of measurable financial wellbeing and growth. 

Strategic objectives are typically set by top management, followed by obtaining an 
understanding and agreement within the organization in order for individual managers to 
describe how their goals, priorities and strategies can support those of the organization. 

Strategic objective examples 

Market standing 

• Increase the market share by seven percent over the next one year 

Innovation 

• Develop technological capability to introduce two new products in the next three years.  

Human resources 

• Maintain employee turnover rate below ten percent for next six months. 

Financial resources 

• Increase 15 percent the working cash required in each of three banks by year-end. 
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Physical resources 

• Remodel tasting room by May 1st. 

Productivity 

• Increase revenue per employee by 10%. 

Social responsibility 

• Sponsor a fundraising event for a local community non-profit organization this year. 

Profit requirements 

• Increase gross revenue by 5% over last year while maintaining current level of costs. 

Results are obtained by exploiting opportunities, not by solving problems.  All one can hope to 
get by solving a problem is to restore normality.  All one can hope, at best, is to eliminate a 
restriction on the capacity of the business to obtain results.  The results themselves must come 
from the exploitation of opportunities (Drucker, 1986). 

Operational Objectives 

Operational objectives (also known as tactical objectives) are measurable short-term goals that 
assists an organization in achieving its strategic or long-term goals.  While closely related to 
strategic objectives, they differ in that they focus more on “how” than “what”.  Operational 
objectives are usually set by middle managers for the next six to twelve months. 

Operational objective examples 

Human resources department 

• Complete within 3 months an attitude survey of labor-management relations among all 
employees. 

• Complete planning, organization, and installation of an employee development plan for 
use at the start of next year. 

• Implement safety training to be conducted and documented in all department on a 
monthly basis. 

Sales department 

• Meet or exceed quarterly sales target of $(xx). 
• Obtain at least (xx) new customers per month. 
• Increase the average total amount of each transaction by $(xx). 

Marketing department 

• Increase sales revenues of a new product 15 percent within 12 months by concentrating 
existing expense levels of promotion in New England. 

• Secure 100 percent distribution in markets D, E, and F of district 3. 
• Increase occupancy ratio in hotel rooms form a yearly mean of 65 to 85 percent while 

maintaining rate structure. 
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• Complete training program A for all district representatives to assure readiness for 
distributing product Y at the first of the year.  

Finance department 

• Achieve an average age of accounts receivable not to exceed 25 days. 
• Reduce current debt to tangible net worth position to 35 percent. 

How many objectives 

The number of objectives to pursue during a coming period varies from company to company.  
The number of objectives most suitable will be unique to each company because each business 
differs in the type and number of improvements that must be made within a period of time. 

According to the Pareto effect, named after the Italian economist Vilfredo Pareto, it is 
uneconomical to devote the same amount of time and attention to the inconsequential that one 
devotes to the critical.  The practice of managing by objectives forces a manager to sort, select, 
and concentrate on the critical few as opposed to the trivial many. 

One method for sorting these two categories, based on the Pareto principle, is called the M.B.O. 
Rule for Focus.  This rule is described as follows: 

1. List all the demands that face a manager. 
2. Arrange the list in order of importance. 
3. Select the top 20 percent as the critical few. 
4. Identify the remaining 80 percent as the trivial many. 
5. Spend most of your effort on the critical few. 

Thus objectives can be set giving top priority to vital considerations, leaving matters of lesser 
importance to be dealt with later.  The M.B.O. Rule for Focus helps reverse the trend toward 
dilution of effort and satisfies completely one of the basic principles of managing by objectives:  
The greater the focus and concentration on the results one wants to achieve on a time scale, the 
greater the likelihood of achieving them (Mali, 1972). 

Key Performance Indicators 

A Key Performance Indicator (KPI) is a measurable value that demonstrates how effectively a 
company is achieving key business objectives. Organizations use KPIs at multiple levels to 
evaluate their success at reaching targets. High-level KPIs may focus on the overall performance 
of the enterprise, while low-level KPIs may focus on processes in departments such as sales, 
marketing or a call center. 

KPI examples 

Human resources department 

• Average revenue per employee (or FTE). 
• Average overtime hours per person. 
• Percentage of new hire retention after certain period (e.g. 12 months). Number of new 

hires that still work for the company versus the total number of hires. 

 

http://www.riskskillscenter.com/


Risk Skills Center                   www.riskskillscenter.com 6 
 

Sales department 

• Percentage of client/customer facing employees. 
• Total sales for a given period divided by the number of customers or transactions for the 

same period. 
• Percentage of customers that are satisfied. 

Marketing department 

• Percentage of sales relative to the size of the market. (Market share %) 
• Conversion rate of email generated online traffic. 
• Percentage of leads generated via social media. 

Finance department 

• Average production costs of items produced within measurement period. 
• The deviation of the planned budget (cost) is the difference in costs between the planned 

baseline against the actual budget. (Deviation of planned budget) 
• A company’s average collection period. (Accounts receivable, days) 

Summary 

Articulating your objectives is the critical first step in the Managing Uncertainty System.  It 
provides the information that allows the other steps of the process to occur, and if not done 
thoroughly and competently, it will affect the value and validity of the rest of the process.  It 
therefore involves the following: 

• Understanding the difference between goals and objectives. 
• Developing and communicating strategic objectives 
• Deciding on operational objectives that support the strategic or long-term goals. 
• Determining the number of objectives to pursue during a coming period. 
• Focusing on opportunities. 

Now that we understand these concepts, let’s get started on articulating our objectives. 
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