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Business Based Approach to Operational Risk Management is a book that focuses on
risk management problems faced by banks. Specifically, the book focuses on the
various risks that banks face as they execute processes. Obviously these risks can
come from several sources. They can come from faulty evaluations of customer’s
credit, from poor management decisions, from theft by employees, from inaccurately
entered information, or from poorly programmed computer systems. Subramanian
defines “process” to include all these possibilities, thus assuring that it isn’t confused
with any narrow “workflow” diagramming approach.
The book considers bank operational risks from a number of perspectives. The
author considers formal sources of risks. Then he works through an extensive
number of actual case studies, pointing out the causes of risks that lead to specific
problems. Later, he offers an unusual, high level approach to developing an
operating model – which seems to serve as a kind of high-level process view. The
model that Subramanian describes considers most of the major processes found in a
branch organization, but is not comprehensive. (If you are interested in the risks
involved in underwriting boat loans, or making loans to specialized industries, for
example, you won’t find it here.) He also offers some flow diagrams, but the author’s
approach does not emphasize flow models. The author is more focused on
identifying specific types of problems and suggesting specific resolutions.
The book also offers a discussion of several bank frameworks, including a version of
CMMI and ITIL, and considers how they can be used in risk management efforts.
There are also chapters on bank supervision and on control monitoring.
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This book contains a lot of information. I’m sure that someone new to the problems
of bank risk management would find it invaluable – it points out problems and
suggests ways of thinking about them. The book also provides a lot of information
about the elements involved in bank processes, and where ill-conceived or illsupervised activities can lead to risks. I caution, however, that someone wanting
help in analyzing business processes in detail, or developing workflow diagrams of
bank processes won’t find much help here. Much of the information needed to create
workflow diagrams and highlight risks is here, but it’s in tables rather than in process
diagrams.
It’s been awhile since I did a lot of work with banks. If I were to again become
engaged with a bank that was concerned with risk management, I would acquire this
book as a kind of reference work to consult when I wanted to be sure I had
considered all of the possible sources of risk.
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