Natural Hazard Risk Management
Loss Prevention Strategy

Natural hazard events may cause damage and business interruption; however, the severity can be
controlled by an appropriate risk management strategy. At ABS Consulting, we believe that a cost-
effective approach should be a blend of preparedness, response, tolerance and transfer.

It is probably not cost-effective to prevent all damage; however, from an understanding of likely

post event scenarios, a loss prevention strategy can be developed which considers both pre and
post event mitigation. We visualise this using the “BowTie” concept as depicted below. It is a simple,
integrated risk management approach which displays graphically the relationship between business
elements, event damage, consequences and risk management actions. This depiction of the
possible mitigation actions, supported by a cost-benefit study forms the basis of a cost-effective loss
prevention strategy.

Example Business Elements Example Consequences

- atural Haza I
Buildings i Safety/Environmental Incident

Equipment Asset Damage/Loss

Supply Chain Significant | Business Interruption
— Damage

Utilities | Reputation Damage

Workforce Loss of Stakeholder Confidence

Etc. 1 1 - Etc.
Pre-event actions to reduce Post event actions to reduce
frequency of significant damage consequence severity
4| Building/Equipment Strengthening M Insurance
M Hazardous Inventory Protection M Business Continuity Plans
4| Utility Systems Protection 4| Safety Stocks of Finished Products
M critical Asset Protection 4] Emergency Response Plans
4| Supply Chain Redundancy M Protection of Emergency Systems
|Z[ Staff Training/Housekeeping (e.g. fire fighting, communications, etc.)
M Ongoing Maintenance [OPEX provision) M staff Training
|Z[ Protection of CAPEX Projects M Media Releases Prepared in Advance
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