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Agenda 
 



Risk management  
in public and private entities 
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The building blocks of risk management 
are the same for public as well as private 
entities  

Risk Management applied to private and public entities Risk management process (ISO 31000) 

 Independent whether applied to public or 
private entities, risk management follows a 
common process 

 Risk management requires a holistic approach 
across the risk landscape of a relevant party 

 Risk management is embedded across the 
business/public policy cycle and provides 
input on decision making from a risk 
perspective 

 Risk management manages risk according to 
defined goals and limits of risk tolerance 

A 

B 
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Integrated Risk Management Process 
A generic risk management process applicable to Private 
and Public CROs 

Source: Country Risk Management: Making Societies more Resilient, 2010 (Swiss Re publication)   

 changes to known 
risks 

 new, emerging risks 

 across all risk 
categories 

 constant process; 
important awareness 
function 

Identification Assessment Mitigation Adaption 

 quantification of risks 
according to the 
likelihood of their 
occurrence and the 
severity of their 
impact 

 interdependency of 
risks 

 risk avoidance 
(don't smoke …) 

 risk reduction at 
source 
(reduce CO2 emissions) 

 risk reduction at 
target 
(technical, structural, 
behavioral, …) 

 organize financing 

 transfer risk 

Risk assessment Risk treatment 

The output of this process is a risk landscape 

A 
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Risk management has a holistic view on 
the risk landscape 

Source: United Kingdom Cabinet Office 

 Factors of influence: culture, values, recent experience, ability to influence, sudden versus 
chronic, novelty 

 A Country Risk Manager needs to provide transparency on the risk landscape taking into 
account frequency and severity of occurrence with a short term and long term view. The 
ultimate objective is to keep risks within accepted levels of tolerance and to allocate 
resources efficiently. 

Example of UK risk landscape Difference between risk and risk perception 

B 
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Risk management is embedded across 
the cycle and provides input on decision 
making process from a risk perspective 

Capital 
allocation  

&  

Target 
setting 

Strategy 

Decision- 
making 

Portfolio-  
and  

performance  
measurement 

Policy 
formu- 
lation 

Agenda 
Setting 

Policy  
monitoring  

& 
evaluation 

Public policy cycle Business cycle 

 Company-wide approach embedded across the 
business cycle 

 The role of the Private CRO is often established at 
executive level  

 Risk compliance functions act as independent 
assurance on adherence to guidelines, risk 
tolerances, limits and control performance 

 Country-wide approach to be fully 
embedded across the public policy cycle 

 Public CRO should be established at 
cabinet-level 

Policy  
implementation & 
decision-making 

 

C 



 Risk is an uncertain consequence of an event or activity with respect to something that an 
individual or community values. As such, risk management requires the definition of what is 
tolerable as a deviation from these values, ie the definition of risk limits.  

 The definition of risk limits is a far-reaching question which requires one to cope with the 
objectives of an organisation or country. The objective of a company is to maximise 
shareholder value while adhering to a social responsibility framework. What is the objective of 
a country – public welfare, loss of life, budget? 

 As the strategy/goals/objectives of an organisation and country change, the risk thresholds or 
appetite changes accordingly.  

 Understanding the risk taking capacity is critical from a risk management process so as to 
determine the size of buffer required and striking a balance between its objectives (ie cost vs 
availability of capital). It also articulates the actual risks that an organisation or country can 
retain and those that they should avoid – including specific targets and limits. 
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Risk management manages risk according 
to defined goals and limits 

D 

Source: An introduction to the IRGC Risk Governance Framework; KPMG – Understanding and Articulating Risk Appetite  



Risk management at Swiss Re 
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 How does the role of a Country Risk Manager compare 
to risk management as applied at Swiss Re? 
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Capital 
   allocation 

Strategy 

    Target 
setting Decision-  

            making 

         Portfolio-  
            and  
     performance 
    measurement 

Risk management at Swiss Re is 
embedded across the full business cycle 
 
 Group risk policy and tolerance 

 Capital cost allocation (projected) 

 Large transaction approval 

 Risk model input into optimisation 

 Testing of risk tolerance criteria 

 Derivation of limit framework 
 Part of all decision taking bodies 

concerned with risk taking 

 Capital cost allocation (factual) 

 Reporting of impact on capital 
adequacy 

 Limit monitoring 

 Accumulation control 

Applied to the role of a Public CRO 

 The role of the public CRO needs to be embedded in the public cycle of (i) agenda setting (ii) policy formulation 
(iii) policy implementation & decision making and (iv) policy monitoring and evaluation 

 To guarantee sufficient impact, the role of the public CRO should be established at high level such as cabinet-
level (ministerial appointment), in the Prime Minister's office, or another high-level government body 
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Risk tolerance  
Risk tolerance definition is basis for risk 
steering and limit setting at Swiss Re 

Strategy 

Applied to the role of a Public 
CRO 

 

 The Public CRO needs to define 
country specific resilience targets, 
ie the maximum tolerated risk the 
society / country is able and willing 
to take … 

 Financing is just one dimension / 
perspective 
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Limit framework  
Quantitative limit framework translates risk 
tolerance into defined risk appetite 

Target  
setting 

Applied to the role of a Public CRO 

 

 Steering risk appetite is 
challenging in the perspective of 
a public CRO. A company can 
decide not to take on risk, a 
country only to a limited extent - 
eg longevity risk is a given risk.  

 Most risks/perils can not be 
changed in the short run but in 
the medium and long  

 Risks in excess of tolerated limits 
(ie the tolerated risk appetite) 
which can not be avoided need 
to be transferred or financed.  
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Decision bodies overseeing 
risk taking 
CRO participates in all Group 
committees concerned with risk taking  Decision 

making 

Applied to the role of a Public CRO 

 

 The public CRO should be 
embedded in the decision 
making process of the legislative 
and executive branches to 
provide input from a risk 
perspective and to provide 
transparency on consequences: 
cross sector consequences, 
secondary effects, linkages 
between issues, etc. 
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Independent risk reporting  
Provides transparent risk information for 
external stakeholders, and pre-emptive and 
actionable reports to internal decision 
makers 

Measurement 

Applied to the role of a Public CRO 

 

 Lead public and political 
discourse on risk perception 
and risk acceptance 

 Knowledge sharing and 
collaborative problem-solving 
across agencies and national 
borders 

 Communication and training of 
crisis management  



Country risk management 
Increasingly recognized in international standards and recommendations 
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G20 / OECD methodological framework 
for disaster risk assessment and financing 



Key policy recommendations (11/2012): 

 Country risk assessment is a critical foundation for disaster risk management and 
related financial strategies and requires clear rules and governance. 

 Disaster risk assessment needs to consider financial vulnerabilities within the 
economy. 

 Country risk assessment needs to be integrated into financial strategies. 

 A comprehensive and integrated approach is required for financial strategies. 

 Finance Ministries are uniquely placed to ensure that financial strategies for DRM 
are well integrated, efficient and effective, and thus play a central role in ensuring 
financial resilience. 
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G20 / OECD methodological framework 
for disaster risk assessment and financing 



DRAFT policy recommendations (3/2014): 

 […] 

 Build preparedness and identify critical hazards and threats, through foresight analysis, risk 
assessments and financing frameworks, to better anticipate complex and wide-ranging 
impacts. 

 Plan for contingent liabilities within clear public finance frameworks by defining rules for the 
use of public resources in advance of emergencies to achieve cost effective compensation 
mechanisms. 

 Critical risks may impact public finances and the fiscal position of a country. To ensure 
planning for critical risks supports long-term sustainable development, rules for compensating 
losses should be clearly spelled out at all levels in advance of adverse events to the extent that 
this is feasible. Governments need to consider the distribution of potential losses amongst 
households, businesses and insurers, and encourage policies whereby all actors take full 
responsibility within the context of their resources. 
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Draft OECD recommendations  1/2 
on the Governance of Critical Risks  



DRAFT policy recommendations (3/2014): 

 […] 

 Governments should establish mechanisms for estimating, accounting and disclosing 
contingent liabilities associated with losses to critical sectors in the context of national 
budgets. They should also adopt broad frameworks for assessing risk-related expenditures, 
including for prevention and deterrence (where possible), mitigation, preparedness and 
responding to risks, as well as for the potential total damages and losses from critical risks. 
These frameworks should record, to the extent that this is feasible, the expenses at national 
and local level. In countries or areas that are known to be highly exposed or vulnerable to 
extreme events, cost-effective compensation should consider a mix of pre-funding mechanisms 
and clear and agreed public finance rules before a crisis occurs. This mix includes market-
based mechanisms that enable households and businesses to transfer financial risks to 
insurance markets. 
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Draft OECD recommendations  2/2 
on the Governance of Critical Risks 
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Country risk management practices: 
progress on identification & assessment 
 

 Ministry of Finance, Strategic 
Planning Office, and others 

 Whole of Government 
Integrated Risk Management 

 Civil Contingencies Secretariat 
(Cabinet Office)  

 Civil Contingencies Act 

 Cabinet Office 

 Basic Disaster Mgmt Plan 

 Public Safety Canada 

 Emergency Mgmt Framework 

 Ministry of Interior and Kingdom 
Relations 

 Nat'l Safety & Security Strategy 

 Department of Homeland 
Security 

 National Response Framework 

 National Risk Assessments 
 Risk assessment & horizon 

scanning (national scenarios) 

Source: OECD, Innovations in Country Risk Management, 2009 

Canada 

Netherlands 

Singapore 

Japan 

United States 

United Kingdom 
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Example of a Risk Landscape 
Dutch National Safety and Security Strategy 

Source:  Ministry of Interior and Kingdom Relations, the Netherlands  
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1. Set up strong coordination mechanisms between civil society and all levels of 
Government to mobilize disaster response (SINAPROC)

2. Establish a dedicated vehicle to fund the Federal Government´s 
activities towards disaster response (FONDEN)

3. Invest heavily in hazard measurement and risk 
maps (CENAPRED and FOPREDEN)

4. Budget for recurrent reconstruction needs of key 
infrastructure (FONDEN+)

5. Budget for Prevention activities (FOPREDEN)

6. Build robust information 
systems and risk models

7. Transfer “emergency funds risk”

8. Transfer 
“reconstruction
funds risk”

1988 2006 20091999 1996 20122010

Sequence of events: 

Example Mexico 
Risk Financing does not come at the end  
but rather in the middle of a self-reinforcing, iterative process 



Summary and conclusion 
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Summary and conclusion 
 

 Run an integrated risk 
management process 

 Define risk tolerance and capital 
adequacy framework 

 Develop frameworks on risk 
taking and risk management 
activities across the cycle 

 Communicating risk to all 
stakeholders (internally and 
externally) 

 Creating a risk awareness 
culture 
 

 Manage a pool of mega risks 
 Identifying risks in collaboration 

with scientific experts and the 
insurance industry 

 Engaging in risk dialogue with 
government departments, 
parliaments and the public, and 
across national borders 

 Ensure that the company is in 
compliance with its internal 
policies and any external 
legal, regulatory or 
contractual requirements 

 Operational risk management 
 Act as the risk controller for 

all risks assumed by the 
organization 
 
 
 

Responsibilities 
 of Public CRO 

Responsibilities 
of Private CRO 

The Public CRO is less of a risk manager in an analytical way but rather a politician, who is capable of 
managing difficult political discussions and connecting various deferring interests into a framework on 
disaster resilience.  



A policy maker would likely ask the following questions: 

 Who sets the overall risk appetite / tolerance? Who is the ultimate risk taker and what does 
that mean for a Public CRO? 

 What should be minimised/maximised by a Public CRO? Public welfare, loss of life, budget? 

 What is the role of a parliament vs. executive branch of a government? What is the impact of 
voters in the cycle? 

 Hypothesis: many countries have more risks than they should have or think they have. How can 
this be addressed over time? 

 What would be the process to establish a CRO function? At Swiss Re, it started by increasing 
transparency on risks and then generating a risk framework, resulting in the role of the CRO 
being established at the executive level.  

 How is the success of the Public CRO measured? What are the appropriate KPIs? 
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Getting started with the role of a Country 
Risk Officer 



Appendix 
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Legal notice 
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©2014 Swiss Re. All rights reserved. You are not permitted to create any modifications  
or derivative works of this presentation or to use it for commercial or other public purposes  
without the prior written permission of Swiss Re. 

The information and opinions contained in the presentation are provided as at the date of  
the presentation and are subject to change without notice. Although the information used  
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy  
or comprehensiveness of the details given. All liability for the accuracy and completeness  
thereof or for any damage or loss resulting from the use of the information contained in this  
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group  
companies be liable for any financial or consequential loss relating to this presentation. 
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