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Strategic Enterprise Risk Management

Introduction
  
Enterprise Risk Management (ERM) has received increased attention over the last decade 
from Corporate Directors and Officers, perhaps due to the challenging and often 
inconsistent execution of business strategy at many organizations. These business leaders 
are looking at ERM as a way to link their strategic planning and capital allocation process 
with the risks that could impede the successful execution of the organization’s goals. ERM 
is an integrated framework for holistically managing risks to the company’s strategic and 
operational goals while minimizing its unexpected earnings volatility. It also challenges 
organizations to view risk as a potential opportunity for creating new value.  
 
As a large global insurance carrier, Zurich Insurance Group is exposed to a wide range 
of risks from its customers to its own operations. Zurich recognizes that taking the right 
risks is a necessary part of growing and protecting shareholder value. It is careful not to 
miss valuable market opportunities that could attract the best talent and investor capital, 
but must also balance the growth opportunities with the reality that it is operating in a 
complex world economy.
 
To consistently achieve the right balance between risk and reward, many corporate 
leaders adopt Enterprise Risk Management (ERM) within their organizations. Zurich has 
a well-established ERM program, which it sees as a critical element to its success. Zurich’s 
ERM program has supported business growth through the recession, contributing to over 
40 consecutive quarters of profitability. 

ERM tools deliver shareholder value
 
Global businesses like Zurich are increasingly focused on the challenge of mapping 
and managing their risk profiles, looking beyond a single dimension to understand the 
complex interactions between many different types of risks. In defining its risk profile, 
Zurich must determine its risk to optimize its returns. Its ERM mission is to promptly 
identify, measure, manage, report and monitor risks that affect the achievement of  
goals of the organization.

By aligning ERM with its business strategy, Zurich has been able to use certain tools to 
create new value to its organization in a variety of areas. One way Zurich created value 
through ERM was in switching from an asset-based approach (in which its company’s 
target capital calculation is measured against assets) to a risk-based approach that 
factors in actual risk to assets. Tools to better quantify operational risks were embedded, 
and as a result, Zurich was able to improve its operational capital efficiency. One Zurich 
business unit experienced a reduction of 21.7 percent in operational risk-based capital 
consumption, freeing up capital to fund other profitable growth initiatives.

In the area of mergers and acquisitions, Zurich uses two opportunity analysis tools 
to supplement traditional due diligence. First is the Zurich Risk Room, a software 
program that provides an overview of global risks at a given point in time and allows 
for simulations that can assist with scenario planning. The second is Total Risk Profiling 
(TRP), which is a facilitator-led workshop for identification, assessment, management 
and tracking of risks. In TRP, risk scenarios are developed from their components 
of vulnerability, risk triggers and consequences, thus enabling the team to see 
interdependencies between risks. When Zurich acquired holdings in Asia and Latin 
America, these tools served to help identify and understand the risks associated with the 
strategy, so they could be managed accordingly and increase the likelihood of profitability 
on these opportunities.

Zurich’s ERM 
program has 
supported 
business growth 
through the 
recession, 
contributing  
to over 40 
consecutive 
quarters of 
profitability. 

Strategic Enterprise Risk Management

Generated at: Fri Apr 19 18:27:36 2013



Tower 1, Floor 11, 1400 American Lane
Schaumburg, IL 60196

Client:

Campaign:

Job Title:

Material Date:

Trim:

Studio ManagerDesigner Creative Director

ERM TOOLS 2013 WHITE PAPER

01 JAN 1998

279.4MM H X 215.9MM W

ZURICH INSURANCE COMPANY LTD

ERM TOOLS WHITEPAPER

112001393v2

3

While Key Performance Indicators (KPIs) help an organization understand how well it 
is performing in relation to its strategic objectives, Key Risk Indicators (KRIs) are leading 
indicators of risk to business performance. Zurich’s ERM adds value by embedding KRIs 
within its operations to provide an early warning that potential risks are on the rise. Some 
examples of Zurich using KRIs to monitor risks are in the areas of natural catastrophe risks 
(percentage of group shareholder equity), asset-liability matching (duration mismatch), 
strategic asset allocation (mix of investments across categories) and credit risk (weighted 
average credit rating). 

Zurich has been able to create value through business resiliency as well, which addresses 
disruption to business operations. Zurich uses a combination of modeling software, supply 
chain risk assessment software and gap analysis techniques to evaluate its exposure. It 
has recently appointed a supply chain risk officer who reports to the Group CRO, and 
is tasked with finding the appropriate balance between cost and risk reliability. It has 
a Business Continuity Planning team throughout its operating regions, and maintains 
a robust network of champions within the business, trained to return the business to 
operation quickly and efficiently after a disruption. While anything can happen, the 
Business Continuity Team regularly exercises a variety of plans to ensure Zurich is ready for 
anything. Stress-testing activities take place in parallel to ensure the network is prepared 
to shift workload, deploy contingencies, and remain operational when customers may 
have suffered the same event. 

With new projects or product development, Zurich also uses its Total Risk Profiling (TRP) 
tool to evaluate risk scenarios that may prevent it from delivering on time, on budget and 
with the expected results. Actions are assigned to risk owners during TRP sessions, and 
monitored regularly to ensure risk reduction. The TRP tool also helps with quantifying 
the potential exposure and risk tolerance level. For example, TRP was used as an analysis 
tool before considering outsourcing IT services, helping to vet the solution as a viable 
alternative. The risk assessment team assigned risk improvement actions to individuals, 
and proceeded with the project. The TRP was updated regularly throughout the course  
of the project as risks changed and new ones surfaced. 

Finally, Zurich’s ERM contributes to its core business through the processes and procedures 
to review customer risks. Zurich preforms credit checks to monitor collateral and financial 
viability of customers and their suppliers. Its cross-divisional Emerging Risk Group is tasked 
with scanning the horizon for new exposures that may impact Zurich’s customers. Zurich 
reviews customers’ loss control techniques and provides best practice guidance through 
nearly 1,000 Risk Engineers around the world, serving the dual purpose of supporting 
customers’ needs, as well as protecting Zurich’s own portfolio. Lastly, accumulations within 
Zurich’s risk portfolio are monitored via a database to identify areas of disproportionate 
exposure to a single company, industry, supplier, or geographic location. 

Strategic ERM produces value over time
 
Every organization’s Directors and Officers will approach ERM differently in order to 
achieve their unique objectives. Zurich prides itself on having developed a strong and 
effective ERM program. This program did not emerge overnight, but today Zurich views 
its ERM program as a competitive advantage well worth the investment. Despite having 
embedded a robust program into the fabric of its business, Zurich does not rest on its 
laurels. The program is constantly scrutinized in search of better ways to identify, assess, 
manage and monitor Zurich’s key risks. The organization’s management continuously 
looks for opportunities to create a closer partnership between ERM and the core 
businesses, so that a team of consultants is ready to assist the business in understanding 
risk in pursuit of profit. ERM is certainly a long journey defined by many paths, but one 
that can yield tremendous benefits for the organization. 

By aligning ERM 
with its business 
strategy, Zurich 
can better 
optimize risks 
and strategic 
opportunities.
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The information in this publication was compiled from sources believed to be reliable for informational 
purposes only. All sample policies and procedures herein should serve as a guideline, which you can use 
to create your own policies and procedures. We trust that you will customize these samples to reflect 
your own operations and believe that these samples may serve as a helpful platform for this endeavor. 
Any and all information contained herein is not intended to constitute legal advice and accordingly, you 
should consult with your own attorneys when developing programs and policies. We do not guarantee the 
accuracy of this information or any results and further assume no liability in connection with this publication 
and sample policies and procedures, including any information, methods or safety suggestions contained 
herein. Moreover, Zurich reminds you that this cannot be assumed to contain every acceptable safety and 
compliance procedure or that additional procedures might not be appropriate under the circumstances  
The subject matter of this publication is not tied to any specific insurance product nor will adopting these 
policies and procedures ensure coverage under any insurance policy.

©2013 Zurich American Insurance CompanyA
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