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1. The aims of the Survey”*

This tatk provides a brief illustration of some of the most
significant resuits to emerge from a research project entitled "The
General Survey of Risk Management in ftaly”, camied out at the
SPACE (Secunty and Protection against Crime and Emergencies)
research centre of the Bocconi University. The aim of this research
was to investigate the state of Risk Management in italy. The
management of pure risks in Ifalian companies is Sstil
underdeveloped and underestimated. Despite this, however,
recent years have witnessed some encouraging signs and the
conviction is spreading, both among academics and specialists in
the sector, that phenomena favourable to a wider adoption of Risk
Management are now beginning to emerge in italy too.

The first goal of "The General Survey of Risk Management in
ltaly” was to ascertain the correctness of the idea that the state of
the art was lagging behind - a proposition, moreover, that
admitted of little doubt -- while the second objective was fo create
a more accurate picture by trying to identify the diverse aspects of
the problem and then subjecting them to individual examination.
The Survey aftempted to determine the extent to which businesses
operating in Iltaly practice Risk Management and, where this was
50, in what form. Where it was absent or only partly present, the
Survey attempted fto identify those areas in which the companies
analysed were found fo be stronger or weaker with a view (o
understanding if the diffusion of Risk Management in ltaly will or will
not become a concrefe possibility in the immediate future.

In this talk | shall first outline the essential characteristics of
the research, review some of the most significant data to emerge

*Claborated by Paola Tagliavini and Nicola Misani, Bocconi University, Mifan.
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- the first, described as "overall management of nsk", and
comparable therefore to Risk Management proper, comresponded
fo the unified management, subject to a single authonty or a single
co-ordinator, of the three fundamental instruments of Risk
Management: in the questionnaire the formulation used referred fo
“overall nisk policy, with responsibilities extending from the
management of insurance policies to the setting up of prevention
plans and self-insurance"; |

- the second, descnbed as "risk transfer”, comesponded fo what
we might more properly term "Insurance Management”, whereby
the management of risk is identified with insurance transfer;

- the third, described as "the operative management of policies”,
which in practice consists of Insurance Management reduced fo
the essentials, refers to a concept whereby insurance, rather than
an instrument for the management of risk, becomes a mere
administrative problem.

The Survey asked respondents to choose which of these
three definitions most resembled their duties and responsibiiities.
The results show that only a little more than 25% stated that they
practiced Risk Management in the correct sense of the term.
Moreover, we also have to ask ourselves if this figure, already
indicative of underdevelopment, has not been inflated as a result of
over optimistic assessments on the part of the respondents. We
shall come back fto this problem shortly.

It is also interesting to observe distribution in relation to
dimensions (slide 2). From this point onwards we have divided the
companies sampled into four dimensional categories: from 0 (o
500 employees,; from 501 to 1500; from 1501 to §000; and over
5000 employees. ,



In the first two categones overall management was found to
be 20%, a figure that touched 60% in the fourth class. This would
seem fo confirm the widespread idea that the size of an
organization has a marked influence on company policy when it
comes to pure risks despite the fact that when we move from the
second fo the third class, we note both & reduction in the
percentage of businesses stating that they operate an overall Risk
Management policy and an increase in the percentage of those
that confine themselves to operative policy management.

(slide 3) The formal title of those dealing with the
management of pure risks is subject to some variation. While in
some cases the position was described as Risk Manager or
Insurance Manager, in others the title indicated by the
respondents referred fo wider responsibilities. This second
circumstance should be considered as being indicative of an
absence of resources specifically allotted to Risk Management.

A distinct divergence emerges from the data. The first group
is characterized by non-specialist personnel most of which usually
work in the administrative and financial divisions; in the successive
classes we are in the presence of a shiff, first fowards the
Insurance Manager, then towards the Risk Manager. But great
caution must be adopted with regard to titles such as Risk Manager
and Insurance Manager, which do not necessarly correspond to
the duties normally assigned them in theory. A safer comparison is
offered by the slide (slide 4) showing the percentage of companies
that stated that they possessed a function, a department, or a
combination of staff and resources devoted o Risk Management.
The overall percentage was very low, however, and it is interesting
to note that the percentage of the positive responses was very
close to the percentage of respondents operating an overall risk



policy, while there was a marked positive relationship with the size
of the company. '

The Survey went on to examine a series of aspects linked to
fisk analysis, the relationships between businesses and insurance
companies, and risk retention. Reasons of time make it impossible
for me to illustrate the individual results and hence it might prove
useful to attempt to provide a brief overview of the situation in Italy
by bringing together the mass of data collected, from which we
have identified some trends that can be exirapolated from the
divergent responses to the individual questions.

The fact that the respondents stated that they had set up an
overall Risk Management policy is obviously not enough fo
persuade us that Risk Management in the fullest sense of the term
has been introduced to a company. The questions posed in the
Survey focussed on most of the principal concepts linked to the
management of risks and allowed us to construct a clearer picture
of the state of the art in ltaly. Once the job of analysing and
interpreting the data had been completed we were spontaneously
moved fo define precisely and concisely the percentage of those
companies sampled in which Risk Management could be said to
have reached satisfactory levels.

With this in mind, the following remarks represent an attempt
to quantify the diffusion of Risk Management based on an analysis
of the answers to the questions posed by the Survey. We identified
eight varables, which seem particularly indicative of the
implementation of Risk Management principles in accordance with
the concept of overall management as outlined earier. Each
variable was subjected to a test with the level of the variable being
considered "fair" once it had passed several other tests. The
vanables in question are:

a) formal internal recognition; that is to say, the measure of the



degree to which the organization, top management in particular,
believes Risk Management fo a subject worthy of interest, at Jeast
on a formal level,

b) the quality of the relationship with the insurers; is the measure of
the professionalism and competence with which businesses tackle
the problem of insurance cover;

¢) general instruction; is the measure of professional training
possessed by those concemed with pure risk;

d) autonomy; is the measure of independent action and the
freedom to choose the means best suited to the aftainment of the
assigned objectives;

e) the integration of insurance and prevention; is the measure of
the extent to which the oft-quoted overall management of risk has
actually been implemented;

) risk analysis; is the measure of the availability of sufficient
information to provide for an adequate decision-making procedure;
g) the financial management of nsk; is the measure of the
systematic use of retention and the financial instruments of Risk
Management as alfernatives to insurance and prevention,

h) the use of quantitative methods; is the measure of recourse to
decision-making methods in keeping with criteria based on quantity
and profitability.

The results of this analysis are illustrated in slide 5, which
shows the percentages of "fair resuits” scored by the companies
sampled for each of the varnables listed here. These data may be
interpreted as an indication of the strengths and weaknesses of
ltalian Risk Management. Note in particular that:

- @ positive situation emerges, at least on paper, regarding the
more generc aspects (recognition, general instruction, autonomy)
as well as the quality of the refationship with the insurers;



- the lowest positions (with a percentage of "fair resulls" amounting
fo less than 50%) were occupied by all the attributes most typical of
Risk Management (integration of insurance and prevention, risk
analysis, the financial management of risk, and the use of
quantitative methods);

- the presence of risk analysis and quantitative methods became
much more marked in relation fo the size of the company.

(slide 6} The analysis of the data also ‘enabled us fo
highlight, in decreasing order, five different fypes of Risk
Management.

The letter A stands for those respondents (only two in the
entire sample) that scored eight "fair resuits" and can thus — within
the limits of the procedure adopted for the Survey — be described
as fully-fledged Risk Managers. The letter B instead corresponds
fo seven "fair resuits” and therefore designates what we might
describe as "incomplete” Risk Management. The letters C (five or
six "fair results”) and D (three or four 'fair results’) refer to
situations in which Risk Management has yet to be implemented,
even though the first signs of positive development are present.
The letter E (from nil to two "fair results") shows that the
management of pure risks is still carried out using antiquated and
inadequate methods.

The data shown in the table are beyond doubt and make it
clear that Risk Management js still limited to a rather restricted
group (little more than eight percent if we add A and B together)
even though the percentage is exactly one third in the fourth
dimensional category. On the other hand, Risk Management
appears to be completely unknown to companies with less than
500 employees. The outright majority of the companies making up
these categories is concentrated-in classes C and D. it is also



noteworthy that, in accordance with other data found in the Survey,
the third class performed slightly worse than the second (with this
in mind, note the datum for classes A, B and E). This seems almost
fike a warning not to attempt an organizational emancipation of the
management of pure risks unless all the necessary conditions have
reached maturity.

It is also interesting to break up the resuits according to the
nationality, Italian or foreign, of the companies. One might well
expect to find - since Risk Management is more widespread
abroad — that foreign-based parent companies with branches
operating in Iltaly would perform befter thanks to the fransfer of
more highly developed management models. In reality the situation
is more complex.

(slide 7) The statements reveal that, as far as overall Risk
Management is concemed, the profiles of the two groups are
substantially similar, while we can see clear growth in terms of the
operative management of policies. This has fo be explained by the
decision on the part of many multinational groups to keep Risk
Management programmes strictly centralized within the parent
company, leaving individual local units to deal solely with the
administrative aspects of the management of policies and claims.

(slide 8) It comes as no surprise therefore when we discover
that the overall situation, obtained folfowing the analysis of the
dafa, is substantially the same for Italian and foreign firms — even
though this naturally regards only those Risk Management
programmes created in ltaly — because foreign companies benefit
in any case from Risk Management schemes organized within the
parent company.

In conclusion we can sum up the results of the Survey with



the following observations:

a) as far as Risk Management Is concemed, the Survey shows
that italy is fagging behind to an alarming extent;

b) this "development lag" is not only relevant to certain specific
problem areas, but affects all aspects of Risk Management in
general;

¢) the bigger companies stand out clearly from medium- and smaill-
sized concemns, but even in their case Risk Management cannot be
said to have reached a satisfactory stage of development;

d) the relationship with the insurer is still of central importance, but
while it is true that insurance practice provides little incentive fo
move towards prevention, given the incapacity to link the level of
the premium with effective damage levels, it is equally true that not
many companies showed much inclination to improve;

e) we cannot expect foreign firms to act as locomatives capable of
pulling italian businesses along behind them, inasmuch as foreign
firns mostly operate centralized models of Risk Management policy
created in-house by the parent company.

Nevertheless, we noted some encouraging signs while occasions
such as this one, where the academic, insurance and industrial
worlds can get together, may serve to boost the development of
Risk Management in italian business too.

Thank you
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