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SUMMARY

As manufacturing customers increasingly demand higher degrees of product 
customization, including high quality products at a lower cost, companies must work 
harder than ever before to mitigate operational risks—while meeting these growing 
expectations. The traditional economics of employing a host of full-time operational 
liaisons, technical experts, estimators and data-entry clerks no longer applies.

Instead, manufacturers must provide customers with a seamless omni-channel 
experience across multiple channels, in order to support the
efficient flow of data and product between supply chain players.

Manufacturers must first re-examine whether their existing business models are well 
structured to respond to this paradigm shift. Through this process, companies can 
discover whether they are operating inefficiently across the omni-channel—and 
whether they are well positioned for sustainable success.

Manufacturing leaders experience some form of operational 
risk almost every day they operate their businesses.

A BRIEF OVERVIEW OF OPERATIONAL  
RISK IN MANUFACTURING

KEY BENEFITS AND DRIVERS OF 
OPERATIONAL RISK MANAGEMENT

HIGH-LEVEL BEST PRACTICES FOR 
CONQUERING OPERATIONAL RISK

This eBook provides an overview 
of why and how manufacturers 

can conquer operational risk. It is 
divided into three key sections:
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Operational risk is the danger of loss resulting from inadequate operational 
processes; inadequate activities by management, employees, and inadequate 
systems; or from external events impacting the manufacturing process. According 
to a recent survey by consulting firm Protiviti and the Enterprise Risk Management 
Initiative, operational risk issues keep many senior executives up at night.

For manufacturers, in particular, sources of operational risk are diverse and far ranging, 
including weaknesses in local and global supply chains, outdated factory equipment, 
changes in external policies and regulations, and poor plant safety and security. In 
short, manufacturers experience operational risk every time they implement decisions. 

Any failure to plan for operational risk may result in a whole host of business challenges, 
including rogue or unsanctioned purchasing processes, poor visibility across the supply 
chain, and error-prone inventory management processes. Each of these challenges 
results in a wide range of follow-on issues for manufacturers and can cause increased 
costs and business road blocks  (refer Box 1).  Given the financial, economic and 
reputational risks of poor manufacturing operations, it is imperative that businesses look 
to transform their supply chains and improve their inventory management. In particular, 
manufacturers should look to advance customer-focused improvements using a 
model that is both data-driven, as well as scalable, to respond to future needs.

OPERATIONAL RISK: A BRIEF OVERVIEW 

Risk Management Monitor, “Executive Focus Shitfing to Operational Risks in 2015, Study Finds,” available online at: 
http://www.riskmanagementmonitor.com/executive-focus-shifting-to-operational-risks-in-2015-study-finds

1

1

What is Operational Risk?
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CHALLENGES OF POOR OPERATIONAL  
RISK MANAGEMENT

 →  Inability to effectively forecast demand

 → Rogue and unsanctioned  purchasing processes that lead to higher costs

 →  Sub-optimal supplier relationships due to a lack of proper planning

 → Failure to provide realistic delivery dates, at the time of sales

 → Ineffective at producing or delivering orders that satisfy sales orders

 → Inadequate planning of materials and shop floor capacity

 → Poor visibility across supply chains

BOX 1
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BENEFITS OF OPERATIONAL  
RISK MANAGEMENT

 
Organizations that work to conquer operational risk from both a customer-focused and data-driven 
perspective are better positioned to optimize their supply chains, drive customer fulfillment metrics,  
and achieve business growth. Key benefits include:

IMPROVED 
COMMUNICATION 
AND COORDINATION: 

When operations are streamlined, every 
department is able to effectively develop and 
communicate plans with each other—offering 
an improved understanding of resources and 
capacities. As a result, manufacturers can 
exchange information quickly and efficiently 
across supply chains. This exchange of 
information helps reduce lead times—while 
improving forecasts and streamlining 
procurement and distribution processes.

REDUCED SUPPLY CHAIN AND 
REGULATORY RISK: With constant 
changes in market and regulatory 

requirements, manufacturers must ensure complete 
visibility across different supply chain tiers, in order to 
assess and proactively manage risks. Additionally, 
with an operational risk management mindset, 
manufacturers should meet regularly to ensure 
that production, financial, sales, and business plans 
are updated accordingly and communicated 
to relevant departments. These processes 
improve decision-making abilities, and provide 
management with a holistic view of the kinds of risks 
that impact departmental functions. 

IMPROVED BUSINESS 
PERFORMANCE: With improved 
operations, supply chains have a 

clear understanding of how to measure their 
performance as well as, define and implement 
systems to deal with challenges as they 
occur. As a result, manufacturers are able to 
successfully launch products and plan to meet 
their order fulfillment quotas—in a streamlined 
and efficient manner.
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DRIVERS IMPACTING OPERATIONAL  
RISK MANAGEMENT

 
In addition to the business benefits, there are three key drivers prompting greater efforts by 
manufacturing companies to improve their operational risk management processes. They include:

LABOR CONCERNS: Attracting 
and retaining skilled labor has become 
increasingly difficult for manufacturers. For 

today’s manufacturing staff, the vast quantities of 
manual and repetitive tasks, including data-entry 
and re-entry, and manually collating reports from 
multiple sources, has had a serious impact on job 
satisfaction rates. At the same time, manufacturing 
executives recognize they are not benefiting from 
their existing talent pool because the vast majority 
of employees’ workdays are spent completing low 
value tasks.

 SALES COMPETITION: With 
an explosion of competitors in primary 
markets, many manufacturers are finding 

it extremely challenging to drive business growth. 
Additionally, manufacturers must contend with 
poor visibility into sales trends, the inability to 
manage product lifecycles, and the failure to 
forecast accurately—all of which impact customer 
acquisition and retention rates.

SUB-OPTIMAL PRODUCT AND 
OPERATIONAL PROCESSES:  
Supply chain management can be 

challenging to navigate through in an increasingly 
digital world. This is especially true for manufacturers 
who fail to capitalize on the business benefits that 
technological innovations provide out-of-the-box. 
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BEST PRACTICES FOR CONQUERING 
OPERATIONAL RISK

Conquering operational risk enables manufacturers to meet three critical goals:

 REDUCE AND AVOID 
RISK IN A  

COST-EFFICIENT 
MANNER

 MITIGATE ASSUMED 
RISK, INCLUDING IN-

PROCESS REGULATORY 
AND MARKET SHIFTS

 TRANSFER RISK ONTO 
SUPPLIERS AND INSURERS 

BY WAY OF GOOD 
RECORD KEEPING AND 
DETAILED AUDIT TRAILS

Manufacturers can meet these goals by implementing a four-step process aimed at 
aligning operational and customer-centric approaches, in order to drive improved 
business interaction and integration. 
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BEST PRACTICES FOR CONQUERING 
OPERATIONAL RISK

 → Define key business drivers, and identify where the friction points are in your 
organization. This step enables manufacturers to evaluate which processes and 
functions need immediate improvement, in order to reduce operational risk.

 → Define key roles, functions, and job descriptions, in order to gain visibility over 
current business processes and departments and improve business integration. 

 → Identify internal controls with the goal of determining workflows relative 
to functions and requirements. These workflows are best determined when the 
organizational structure is made clear.

Without a robust organizational structure, many companies are forced to rely on 
random communication and coordination processes across departments. Leading 
manufacturers know how important it is to get their organizational structure 
positioned, so as to fully integrate production into the business, and improve 
planning and scheduling. This includes:

1.   Define and support a robust organizational structure
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 → Define business models and 
value streams, in order to provide 
visibility into current business 
inefficiencies. This is an especially 
important step as it enables 
manufacturers to determine whether 
their current models are well-
structured to respond to approaches 
aimed at conquering operational risk. 

 → Define processes under these 
business models, in order to 
identify critical risks that require 
attention. In doing so, manufacturers 
gain a competitive edge by helping 
better define project plans and 
implementing required changes—
regardless of future systems or 
technological advances.

Once the organizational structure is made clear, manufacturers must focus on 
building the appropriate business processes and system architecture requirements 
that will help define how it will process transactions and make business decisions. 
Steps to take include:

2.   Implement sound process and systems architecture

BEST PRACTICES FOR CONQUERING 
OPERATIONAL RISK

 → Identify the ‘must-haves’ in order 
to support operational risk 
management, including the type 
of systems required to improve data-
driven operational risk management 
approaches. Enterprise Resource 
Planning (ERP), for example, enables 
businesses to develop dashboards to 
monitor key indicators of company 
health. Such functionality allows 
businesses to take stock of their current 
needs and gaps—in order to improve 
their planning, scheduling, and response 
processes.

 → Benchmark how current 
operations are faring, in order to 
address any roadblocks, proactively 
tackle risk, and reduce potential sources 
of revenue leakage. 
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 → Create an executive steering committee to champion the project and ensure 
that conquering operational risk remains a top priority. The steering committee will 
be responsible for overseeing the strategic direction of operational risk management 
efforts, including making any decisions related to major changes required.

 → Put in place a project management team to ensure task completion, 
including managing deliverables, schedules and budgets. This step should be able 
to bring together the work of technology partners, functional consultants and other 
employees to feed this work back to the next layer—the core team.

 → Identifying a core team across each and every department aimed at 
operational risk management efforts. Chart out all the low value tasks that reduce  
job satisfaction and fail to capitalize on employee skills. Ensure that this core team  
is empowered to be self-sufficient while working on issues that really matter to  
the business and not the tasks that can easily be automated with appropriate 
technology systems. 

With an organizational structure in place and key systems, processes and 
architectures defined, manufacturers should capitalize on having their top 
performers to take part in high-level operational risk management strategies. 
Steps to take include:

BEST PRACTICES FOR CONQUERING 
OPERATIONAL RISK

3.    Define appropriate project governance models
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 → Establish controls to ensure you provide a strong data-driven baseline to meet 
defined targets and plan for various projects. This requires data accuracy, correctly 
tracking inventory levels, providing appropriate resources, and setting up suitable 
warehouse locations. It also requires solid business processes guided by appropriate 
scheduling, planning and budgets. Having the appropriate systems architecture and 
project governance models in place will help. 

 → Introduce relevant material requirements planning, production 
scheduling, process forecasting, and capacity requirements planning 
functions, in order to meet current critical needs and order fulfillment metrics.

 → Integrate forecasting, planning, and materials management functions 
across the board to improve sales and operations planning.

 → Restructure master data, in order to accommodate new order types and 
timelines, workflows and timelines for consistent, predictable and valuable service  
to customers.

4.   Build a realistic project roadmap

In tandem with defining appropriate projective governance models, manufacturers 
must create realistic project roadmaps aimed at conquering operational risk. 
Building out a proper roadmap requires the following:

BEST PRACTICES FOR CONQUERING 
OPERATIONAL RISK
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CONCLUSION

Failure to plan for operational risk presents manufacturing companies with 

a host of potential challenges. Risk management processes that are slow to 

respond, not aligned with business processes, and not properly optimized to 

deliver value to customers can result in significant revenue leakage.  

The recommendations  outlined in this eBook are relevant to manufacturing 

leaders who are looking to improve how they capitalize on their employees’ 

talents, drive business growth, and streamline operations. As business 

complexity increases, successful manufacturers will seek to gain increased 

visibility into their business models and processes, as well as use technology 

to maximize their capacity to drive growth and profit.  
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CHECKLIST TO GET STARTED  
REDUCING OPERATIONAL RISK 

 → Define and support a robust organizational structure
 → What are your key business drivers?
 → Where are the friction points in your organization?
 → What are the key roles and job descriptions required to gain visibility over current 

business processes?
 → What internal controls are currently in place?
 → What internal controls are needed to help determine workflows based on functions 

and requirements?

 → Implement sound process and systems architecture
 →  What business models are currently in use? 
 → Where are business process inefficiencies?
 → What are critical risks that need to be addressed immediately?
 → What systems should be put in place to support operational risk management?
 → What operational benchmarks are currently faring? 

 → Define appropriate governance models
 →  Which staff members should be part of the executive steering committee to champion 

the project?
 → What is the strategic direction for operational risk management efforts?
 → Who should be responsible for operational risk management efforts, including 

managing deliverables, schedules and budgets?
 →  Who should be made part of the core team across each department?

 → Build realistic, digestible project roadmaps
 → How can we establish controls to provide a strong data-driven baseline to meet 

defined targets and plan for various projects?
 → What processes should we put in place to gather relevant material requirements 

planning, production scheduling, process forecasting, and capacity requirements 
planning functions in order to meet needs? 

 → How should we best integrate forecasting, planning, and materials management 
functions across the board?

 → How can we restructure master data in order to accommodate new order types  
and timelines?

1

2

3

4
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ABOUT SYSPRO

SYSPRO software is an award-winning, best-of-breed 
Enterprise Resource Planning (ERP) software solution for 
cost-effective on-premise and cloud-based utilization.

Industry analysts rank SYSPRO software among the finest, best-in-class enterprise-resource 
planning solutions in the world. SYSPRO software’s powerful features, simplicity of use, 
scalability, information visibility, analytic/reporting capabilities, business process and rapid 
deployment methodology are unmatched in its sector.

SYSPRO, formed in 1978, has earned the trust of thousands of companies globally. 
SYSPRO’s ability to grow with its customers and its adherence to developing technology, 
based on the needs of customers, is why SYSPRO enjoys one of the highest customer 
retention rates in the industry.

If you want to learn how SYSPRO can help mitigate operational risk for your organization,
contact us today at info@ca.syspro.com or +1 (888) 259-6666.

NEXT STEPS:
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