	OPERATIONAL RISK MANAGEMENT


Operational Risk Management (ORM) is a systematic, decision-making process used to identify and manage hazards that endanger Naval resources. ORM is a tool used to make informed decisions by providing the best baseline of knowledge and experience available. Its purpose is to increase operational readiness by anticipating hazards and reducing the potential for loss, thereby increasing the probability of success to gain the competitive advantage in combat. ORM is not only related to Naval Aviation; it applies across the warfighting spectrum. 

ORM's Five-Step Process. ORM uses a five-step, closed-loop process.

(1) Identify hazards -- Identify conditions with the potential to cause damage, injury, or mission degradation.

(2) Assess hazards -- For each hazard identified, determine the associated degree of risk in terms of probability and severity.

(3) Make risk decisions -- First, develop and implement a set of risk control options to minimize risk consistent with mission accomplishment. Then, decide if benefit of the mission outweighs the new risk levels. If risks outweigh benefits, seek further risk reduction.

(4) Implement controls -- When risks are reduced to acceptable levels, implement the appropriate control measures.

(5) Supervise -- Conduct follow-up evaluations of the control measures to ensure the desired effect. Adjust, as necessary.

Levels of ORM. The ORM process is utilized on three levels based upon time and assets available:

(1) Time-critical -- An "on-the-run" mental process when time is limited.

(2) Deliberate -- Adding time, assets, and techniques to provide a more in-depth level of application.

(3) In-depth -- A "working-group" level of application employing detailed qualitative and quantitative techniques.

Four Rules of ORM. The ORM process is guided by four rules:

(1) Accept risk when benefits outweigh costs -- Recognizing that some degree of risk is associated with all operations, minimize and manage risk so that the mission can be accomplished with minimal acceptable loss.

(2) Accept no unnecessary risk -- Take only the risks which are necessary to accomplish the mission.

(3) Anticipate and manage risks by planning -- This is a rule of efficiency and economy. Risks are more easily managed when addresses in the initial planning stage of the mission.

(4) Make risk decisions at the proper level -- Make decisions at the lowest level where the decision maker has the necessary information, experience, and authority to make a good decision. The level of approval authority should be commensurate with the level of risk accepted.

