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Rising to the 
global risk 
challenge

In the spring of this year i hosted a debate 
among three leading managers of risk from North 
America, Asia and Europe at Lockton Global’s 

partner meeting during the annual RIMS conference 
in Los Angeles, California.

Lockton is a proudly privately-owned global 
brokerage that was founded in 1966 by entrepreneur 
Jack Lockton based in Kansas City, and early on served 
mainly customers in the construction industry.

In recent years, Lockton has grown the business 
so that it now ranks among the biggest brokerages in 
the world and is the world’s largest privately-owned, 
independent insurance brokerage firm.

It now has over 4,900 associates who offer risk 
management, insurance and employee benefits 
services around the world in 62 locations in the 
United States, Europe, Latin America, the Middle 
East and Asia. Some 1,700 of the associates are based 
outside of the US.

The group helps to serve its multinational 
customers through the Lockton Global partnership 
which comprises some 30 independent partner 
brokerage firms worldwide.

The RIMS meeting gathered together a group of 
senior executives of these partner firms to discuss 
strategy and the evolving needs of their customers.

To help spark the discussion and identify what 
the risk managers really want and need in the fast-
changing modern global economy, Lockton decided 
to gather three leading international risk managers 
and myself to hold a discussion on stage.

We decided to cover the core questions that 
Commercial Risk Europe used for our first Global Risk 
Frontiers (GRF) survey of up to 100 risk managers with 
leading corporations, which is to be published in final 
form in September.

The participant risk managers were:
Jorge Luzzi, Regional Risk Manager of the Pirelli 

Group, Chairman of Ifrima, the worldwide federation 
of risk management associations and our partner in 
the GRF survey, and president of Ferma, the European 

federation of risk management associations;
Gwen Klees, Vice President Legal Affairs at Canada-

based global water solutions GLV Inc; and
Robert Zhang, China-based Risk Manager for Yum 

Brands, the US-based fast food franchise group. 
The discussion proved to be very entertaining, 

thought provoking and very much in line with the 
mass of interviews and roundtables already carried 
out for the GRF survey in Africa, Middle East, Europe, 
Asia and both North and South America, which really 
focused on the challenges faced by risk managers as 
they attempt to manage cross-border risk.

The main difference between this discussion and 
the bulk of the interviews carried out for the survey 
was that we focused more on the role of the broker 
and what risk managers really want and need from 
them.

This was not surprising given the environment 
and audience and provided some excellent fresh 
content and ideas on this increasingly important 
subject.

We decided to publish in-depth coverage of this 
discussion broken up into the main question areas so 
that it can be shared with the wider global corporate 
risk management and broking audience.

I hope that you find the following content as 
interesting and informative as I did and, as ever, 
appreciate feedback, particularly from our fast growing 
non-European risk manager audience.

CRE continues to expand its reach beyond its 
core European market through such efforts to meet 
the information needs of our increasingly globally-
focused readers, just as Lockton is doing by expanding 
its reach through its own offices and partner brokers.

I look forward to receiving any comments or 
thoughts on this discussion and any ideas you may 
have for future content.

AdriAn LAdbury, 
Editorial Director

Commercial Risk Europe, Commercial Risk Africa  
and International Programme News

EDITOR’S COMMENT
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The big 
three risks
The risk managers who took part in the 
debate were first asked what three big risks 
keep their CEOs awake at night. As with 
most risk managers in today’s multinational 
corporations it is clear that macro risks are top 
of the list. AdriAn LAdbury reports

C ommercial risk europe’s annual surveys of 
European and global risk managers carried out 
over the last six months has found that risk 

and even pure insurance managers find themselves 
increasingly dragged into board level discussions to 
work out what should be done about big, complex and 
challenging enterprise-wide risks posed by economic, 
political and social change. Not so long ago such 
discussions would not have left the boardroom and 
arrived on the agenda of the average risk manager.  

Indeed, the only big risk that would fall into the 
traditional physical and insurable asset risk category that 
the risk managers commonly identified in Europe, North 
and South America, Asia, Africa and the Middle East are 
risks posed by natural catastrophes.

But even what once would have been a primarily 
property damage-based risk and thus relatively 
straightforward has become much more complicated and 
difficult to identify, manage and mitigate.

The Thai floods proved this as the business interruption 
implications were far greater than the direct physical 
damage losses, as has been discussed at great length since.

It came as no surprise therefore when the three leading 
international risk managers gathered by Lockton for its 
Global Partner event at the RIMS conference in Los Angeles 
cited big macro risks as the main concerns currently. 

SLEEPLESS NIGHTS

Jorge Luzzi, Risk Manager for Pirelli Worldwide and the 
president of Ferma, told Lockton’s partner brokers that his 
main worries were economic risk, credit risk of suppliers 
and distributors and natural catastrophes.

He pointed out that the ongoing financial impact of the 
credit crisis is still very real in Europe as the nations of the 
continent struggle to recover. Pirelli has operated around 
the world for many years but it is still a European-based 
company and some 50% of its business is sourced in Europe 

so it remains very real for the Italian group despite its 
expansion worldwide. 

“In Italy, where Pirelli is located, it is experiencing 
maybe the worst economic period after the creation of the 
republic after the Second World War,” said Mr Luzzi.

The good news for groups like Pirelli is that they saw 
the longer-term shift in economic power coming and have 
changed their business model accordingly. Pirelli is a more 
geographically diverse and thus less risky business than it 
was just 20 years ago, pointed out Mr Luzzi.

Just as with the insurers that carry their corporate 
risks, groups such as Pirelli worked out some time ago that 
geographic and business line diversification can act as 
critical buffers against cyclical and regional downturns and 
are an essential means of business risk management at the 
most basic level.

“We have seen a big change in the structure of the 
company. For example, for Pirelli 20 years ago Italy 
accounted for more or less 40% of the turnover and today 
that number is 6%. That means it was absolutely necessary 
to grow outside of our home market,” said Mr Luzzi. 

Latin America and Brazil in particular provides a good 
example of how Pirelli has changed in recent times, said 
Mr Luzzi. “It was very good for us, the growing of Latin 
America. We currently have more or less 20% of our 
business in Brazil…it’s much bigger than Italy in sales 
terms. The corporate operation is still in Italy and the 
company’s Italian. But this was one of the things that has 

THE BIG RISKS

Panellists and delegates  
at the Lockton debate
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THE BIG RISKS

really changed the business,” he explained.
Another big market for Pirelli is the United States, 

which accounts for about 10% of its sales and so Pirelli is a 
genuine multinational. But inevitably while diversification 
is a means of managing risk it also creates new risks in 
itself, not least the management of the process and far away 
operations in different time scales that operate in different 
business cultures.

“That means to survive the company was obliged to 
think in global terms and to be more multinational than 
before,” he said.

Mr Luzzi believes that one of the biggest risks that 
companies in general face currently is credit risk and the 
availability of finance particularly for smaller supplier 
companies that feed companies such as Pirelli.

PARTNERSHIP KEY

“A company like Pirelli uses third parties that are 
distributors in the different countries of the world. We 
produce, we are an industrial company. But we don’t have 
a distributor in each street or in each town that is our 
property. It’s a third party. Thankfully our partners work 
with us for a long, long time and we know that these 
people have problems currently with credit, very serious 
problems.

This is a serious risk for a company such as Pirelli. This 

is because it supplies the distributor with the tyres up front 
and without payment until the tyre is sold to the ultimate 
customer. Then the distributor takes their commission and 
pays Pirelli.

“The capacity of the distributor to fulfill the 
commitment is a very serious risk for us because eventually, 
some of them cannot pay,” said Mr Luzzi.

To make matters worse, often when a distributor goes 
bankrupt the local court will normally take possession of 
all the property held, including Pirelli’s tyres, and distribute 
the proceeds of the sale of this property amongst creditors. 
The creditors inevitably only receive a portion of what they 
are owed.

Thus for Pirelli, active risk management actually now 

“A comPANY LIKE PIRELLI uSES THIRd 
PARTIES THAT ARE dISTRIbuToRS IN  
THE dIffERENT couNTRIES of THE 
woRLd. wE PRoducE, wE ARE AN 
INduSTRIAL comPANY. buT wE doN’T 
HAvE A dISTRIbuToR IN EAcH STREET  
oR IN EAcH TowN THAT IS ouR 
PRoPERTY. IT’S A THIRd PARTY...”

jorge Luzzi, fermA president

[from Left] Jorge Luzzi of Ferma,  
Adrian Ladbury of Commercial Risk Europe,  
Gwen Klees of GLV and Robert Zhang of Yum
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THE BIG RISKS

involves working out ways to ensure that its distributors 
themselves can gain access to credit at a time when it is so 
scarce for so many smaller businesses in particular.

“For us, it is very important to secure commercial credit 
for our distributors. This is one thing that we are doing, 
helping to ensure they have the capacity to fulfill their 
obligations with us. In some cases, we can help. In some 
cases it is not so easy,” said Mr Luzzi.

The third big risk for Mr Luzzi for a multinational 
company is natural catastrophe.  “Natural catastrophes 
are becoming a big problem because we have factories all 
around the world,” he said. “We have been affected in 
different degrees by the recent catastrophes over the last 
five years, the earthquake in Chile, the tsunami in Japan, 
the earthquake in L’Aquila, Italy and flood and earthquake 
events in Australia and New Zealand,” continued the Ferma 
president.  

Mr Luzzi said that the Thai flooding was in many 
ways the most ‘interesting’ to analyse. He said that while 
everyone realised it was a big flood in Thailand almost 
everyone initially thought that it would not affect them 
because they did not have direct operations in the country. 
It was of course unfortunately not that simple.

“We started to discover that the providers of our raw 
materials were in Thailand and in some cases the provider 
of our providers. The supply chain was affected and at the 
end we were affected by this claim, even though we do 

not have a direct operation in that part of the world,” he 
explained.

Mr Luzzi recognises of course that there is a great debate 
raging currently about whether there are really more 
natural catastrophes than in the past or whether they are 
just more dramatic in their impact and the way that they 
are presented and reported.

But the risk manager said that it is important to 
recognise that there is definitely more insurable risk located 
in regions that are prone to natural catastrophes, not to 
mention accumulations of higher values in bigger and 
often closely built up metropolitan areas.

But, as Mr Luzzi pointed out, attitudes towards 
insurance are changing all around the world, particularly 
in fast emerging nations where people are acquiring assets 
and seek protection. “This is good for the brokers in a sense, 
because after these big claims, a lot of people are starting to 
consider that insurance is a possibility,” he said.  

Gwen Klees of GLV in Canada agreed with Mr Luzzi that 
supply chain is clearly a big focus for companies in today’s 
global economy. 

bEYoNd EuRoPE

She also pointed out that while companies outside of 
Europe may not face the same immediate fiscal and 
liquidity concerns as European companies they cannot 

Unrest in Egypt followed the country’s 
army’s deposing of unpopular but 
elected President Mohammed Morsi



7

THE BIG RISKS

be ignored because Europe clearly remains an important 
market for most international companies. 

Europe’s economic problems cannot be neatly boxed 
off and ignored and this has important implications for 
how companies manage such risks, whether in Europe or 
emerging markets, she said.

“Roughly 40% of GLV’s revenues are generated in 
Europe so obviously, the crisis over there has impacted 
us quite a bit. Being global, but trying to be careful about 
remaining local and understanding the local problems is 
one of our main risks now. The market changes so quickly,” 
commented Ms Klees.

But, as we all know, every cloud has a silver lining and 
difficulties with supply chain faced in Asia, for example, 
can open potentially positive new doors for flexible 
companies, said Ms Klees. 

“Previously we would have gone maybe over to China 
or India for suppliers. Now actually we’ve gone back to 
Spain. In this sense I would say the risks have turned into 
benefits, to a certain extent, because we found very good 
suppliers in a country where we previously would not have 
gone, because of the cost. But the risk of not understanding 
your local environment and not having the right partners 
supporting you to understand that environment has to be a 
risk for all global companies,” she continued.

SuPPLY SHocKS

The level of ignorance confessed by many European risk 
managers about their supply chain exposures following the 
Japanese tsunami and Thai floods was really quite shocking. 

This underlined how important it is for risk managers 
to work with fellow colleagues such as logistics managers 
and ensure there is a steady flow of quality risk information 
available for them before even thinking about how that can 
be shared with insurers to help them better price the risks 
that are transferred.

Ms Klees said that she was surprised to learn that many 
companies and their risk managers were apparently not 
really aware of their supply chain risk because it is such a 
critical risk for an international company like GLV. 

“We supply water solutions around the world and 
you’ve got to know your supplier base, you’ve got to 
know where they’re located, what type of risks you may 
have without a supplier. It’s a surprise that some wouldn’t 
understand that. For example, we have suppliers out of 
Japan and that was an issue at the time there was the last 
natural catastrophe over there,” she said.

Supply chain is obviously a critical topic for a group like 
Yum! Brands, the Kentucky, US-based company that is the 
world’s largest restaurant company in terms of system units. 

It has more than 39,000 KFC, Pizza Hut and Taco Bell 
restaurants in more than 130 countries and territories and 
1.5 million associates.

The group is big in China and India and growing 
fast in Asia generally. At the end of May, for example, 
Yum announced the grand opening of the first KFC in 
Mongolia by its international division, Yum! Restaurants 
International (YRI) with franchise partner, Tavan Bogd 
Group. 

“KFC is now in nearly every corner of the world,” 
commented Micky Pant, CEO, YRI at the time. “In a world 
that’s connected more than ever, customers are craving 
brands like KFC, even in previously remote areas, such as 
Mongolia. We’re excited to work with such a well-respected 
franchisee to bring the taste of KFC to the country,” he 
continued.

But with this expansion comes a big supply chain 
challenge because such brands are highly dependent upon 
consistency and surety of delivery. 

Customers do not want to turn up to a KFC in 
Mongolia, China, India or indeed the US and find that 
chicken is off the menu because of a mix up with the local 
chicken supplier.

Robert Zhang, Risk Manager at Yum Brands in China, 
said that risk and supply chain management have to be 
absolutely central from the outset for such an operation. 
Integrated risk management is simply a must for a group 
like Yum. 

“A lot of things that we do, when setting up the 
business and preparing everything in the early stages, 
actually will influence what we will do in terms of risk 

Thai floods in 2011
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management programmes and insurance products 
purchased at the later stage,” he explained.

EARLY dIAGNoSIS

“So I would say for a business like Yum, especially Yum 
China, that this [supply chain] risk is recognised at an early 
stage. Yum China is the only division of Yum that carries 
its own logistic services. So when we set up the business in 
China we had this question in mind,” he continued.

Mr Zhang said that the company management in China 
asked what they needed to do in terms of supply chain 
from the beginning because China is a huge country. “It 
is the same size, or comparable size, to the US, Canada 
and the continent of Europe. So we decided to set up our 
own supply chain. We identified the top risks that we 
needed to prevent and we tried to eliminate or minimise 
them. Then we decided what to handle with the insurance 
programmes,” he explained.

Many risk managers in Europe who have been 
struggling to sell the concept of enterprise risk management 
(ERM) to their boards one hundred years after the company 
was founded will find Mr Zhang to be in an enviable 
position. And he appreciates the value of risk management 
being at the core of the business from the outset. 

“Building a lot of these things into the business strategy 
at the outset actually helps to set up or identify the risk 
objectives and goals. However, there’s a different set of 
things that we do. Supply chain is critical in the restaurant 
business. You have to ask how quickly your supply 
chain can adapt to the natural disasters and other events 
because it actually determines the turnaround time for the 
restaurants,” he said.

mENu dRIvEN

One practical example of how this works is with menus. 
Mr Zhang said that the group has developed a ‘very 

comprehensive’ set of menus that are designed to deal with 
potential supply chain problems.  

“For example, items A, B, C are not available because of 

supply chain problems or simply because of an earthquake 
or rainstorm. If certain products can’t reach the restaurants 
then we can be very flexible and starting flipping to items 
D, E and F. This makes a completely new menu and we can 
start advertising and promoting new products that way. 
This not only eliminates the contingent risk that businesses 
are short on revenues and everything else but it also gives a 
safety blanket and determines how we develop our supply 
chain in future,” said Mr Zhang.

This discussion about the key risks that keep CEOs 
awake at night and therefore what risk managers are being 
asked to tackle thus confirmed once again that the risk 
agenda is macro.

Risk managers are increasingly dragged into big 
discussions about fundamental business risks that do not sit 
neatly in insurable risk silos.

This is exciting for many risk and insurance managers 
who find that their world has suddenly opened up.

But this expansion in the risk horizon also brings 
obvious challenges and threats, not least if the board itself 
does not really understand what risk management and 
insurance as a subset of that can and can’t do.

CEO and board level understanding of the real value 
of true and active enterprise-wide risk management is thus 
critical and was the focus of the second part of the debate 
that follows.

Robert Zhang

“So I wouLd SAY foR A buSINESS LIKE 
Yum, ESPEcIALLY Yum cHINA, THAT THIS 
[SuPPLY cHAIN] RISK IS REcoGNISEd AT 
AN EARLY STAGE. Yum cHINA IS THE oNLY 
dIvISIoN of Yum THAT cARRIES ITS owN 
LoGISTIc SERvIcES. So wHEN wE SET uP 
THE buSINESS IN cHINA wE HAd THIS 
quESTIoN IN mINd...”

robert zhAng, yum
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BOARDROOM PERCEPTION

The view 
from the top
Risk managers the world over report an 
increased awareness and interest in risk 
management but this represents a threat as 
well as an opportunity. AdriAn LAdbury reports

A s noted in the previous article boardroom 
awareness of risks and risk management is definitely 
higher than ever today as the credit crisis and 

seemingly constant stream of natural and manmade 
disasters has forced top executives to sit up and take note.

If board members somehow fail to work out the potential 
value of risk management themselves, then the fast-growing 
body of rules and regulations worldwide is designed to turn 
risk into an essential part of the compliance check list.

But the latter driver is potentially a dangerous one as this 
can lead senior executives to view risk management as a tick 
box exercise rather than a valuable active management tool.

Robert Zhang, Risk Manager for Yum in China, was asked 
how the bosses of Chinese companies view risk management 
in its fast growing economy.

He said that he thinks the way risk management is 
viewed and adopted is really based on how well or how 
consistent the business is run at the base level. 

Mr Zhang said that Yum China has a very experienced 
and seasoned senior management and many of its senior 
management stay with the company for more than 15 or  
20 years. 

‘GRouP SuPPoRT’

“They don’t try to rotate and want to stay in Asia, whether 
it’s Hong Kong, China or Taiwan. They want to develop 
that business and they see the opportunity and a group of 
core people who will stay from the get-go. I think that if 
you have a group of very intelligent senior management 
who stay together and start putting strategies and corporate 
governance together, the risk management sort of is right  
in there at the start and does not get altered,” explained  
Mr Zhang.

“Group support has helped raise the level of awareness of 
risk management and insurance in the emerging markets for 
Yum, such as China, and that helps. But overall, I think the 
stability and vision is something that we usually put in place 
even before all the discussion about supply chains and the 
rest takes place. It is embedded in the culture,” he added.

Commercial Risk Europe’s research in so-called emerging 

regions such as Asia, Africa and the Middle East does suggest 
that to an extent risk managers and the profession in general 
has actually leap-frogged Europe and North America to an 
extent because the businesses have been created on a risk 
management basis, as suggested by Mr Zhang.

Gwen Klees of global GLV, which is based in Canada, 
said that she is actually not really sure that risk management 
should be considered to be a new focus as this perhaps can 
be misleading. All businesses need to assess, and often do 
assess and manage risk as it is a fundamental part of doing 
business whether it operates in a mature or immature 
economy, she rightly pointed out.

No NAmE, No PAcK dRILL

“In our company we don’t have a risk manager with the  
title risk manager. I am part of senior management and do 
not carry the title risk manager. I’ve been with GLV for 10 
years and the way we function is that we look at what  
we’re actually doing to control our risks, where the potential 
losses may come from and what the benefits are if we put in 
place certain tools such as insurance or other things,” said 
Ms Klees.

“By that process we are managing risk but it does not 
have the label of risk management. So it has always been an 
inherent part of our business. The difference is that now we 
have to show that we’re doing it for our stakeholders, for 
third parties, even our auditors, that really need to ensure 
that we’re doing it properly,” she continued.

Ms Klees’ comments would appear to suggest therefore 
that the risk management profession is being driven up to 
board level by the world of corporate governance, audit and 
reporting, but that it actually exists informally without the 
label. Further, without the impetus provided by the rules 
companies would not necessarily need the risk management 
label at all which could seem quite a depressing conclusion 
to reach for dedicated risk management professionals.

But Ms Klees agreed that this could well be the case, 
stressing that her company and all others have been 
managing risk for years without calling it risk management. 
Having said that, she does not think that it does the activity 
any harm to give it a label as it can help promote it and 
spread understanding, while stressing to the operators that 
this is not a new way to do business, but a part of what they 
have always done to better ensure their buy-in.

“You can’t be in business and make money if you’re not 
managing your risk. If someone is losing money because 
they haven’t seen a risk they are going to see it the next 
time around and they manage the risk better. So I think it’s 
great to structure it better, to give it a label, to make sure 
that the CEO, the board, the stakeholders and everybody 
knows that you’re doing this and that you have a risk 
management programme. But for me it’s nothing new,” 
said Ms Klees.



10

RISK EDUCATION

To qualify or  
not to qualify
The debate over risk management education 
and formal certification is hotting up as 
regulators and standard setters get serious 
about risk. AdriAn LAdbury found that 
opinion was divided on the best step forward 
in this discussion just as it is worldwide

 

A S GWEN KLEES SUGGESTED IN THE PREVIOUS  
part of the discussion, risk management at its most 
basic may not be anything new.

Any business, no matter what it does, needs to identify, 
measure, manage and if possible transfer key risks to the 
business to succeed.

This is as relevant to a sole market stall trader as it is to 
a highly diversified multinational corporation that hires 
hundreds of thousands of people.

The arrival of corporate governance rules and 
standards that demand that corporations report that risk 
is actually being managed and reported in a structured 
way, coupled with a higher interest shown by investors in 
risk management and of course ever rising and changing 
legal liabilities faced by directors and officers, means that 
the label risk management simply has to be adopted and 
formalised.

The problem that faces this young ‘profession’ or 
perhaps more accurately termed community of risk 
managers is that nobody appears to agree on exactly how 
this community should be more formally organised to 
effectively turn it from a community into a profession such 
as the law, accounting or even audit.

PRofESSIoNAL fuTuRE

To many practitioners in the community the big first step 
in this journey would be to agree and adopt a system 
of professional qualification and accreditation that is 
transportable and recognisable across the globe.  

Corporate risk management qualifications do exist 
already of course the world over and big strides have been 
made in recent times.

But this has not been a coordinated process, they are 
often tied to insurance qualifications and training and thus 
to many cannot be represented as true risk management 
standards and cannot form the basis of a future globally-
recognised ‘professional’ set of standards.    

Ferma, the Federation of European Risk Management 

Associations, announced last September at its bi-annual 
meeting in Versailles that it had decided to investigate the 
merits of a form of individual accreditation that could be 
applicable to all risk managers in Europe.

When it announced the idea it also suggested that 
whatever is developed could work on a global basis.

As president of Ferma, Jorge Luzzi was asked during the 
Lockton Global debate what progress he could report on 
this project.  

Mr Luzzi explained the idea to the Lockton partner 
brokers in the audience: “In Europe we are trying to create 
a professional certification of risk management. There are 
several reasons for this. The first one is that the role of 
the professional risk manager is changing but it is not a 
profession.

“The risk manager tends to be someone that was a 
lawyer, an engineer or insurance professional and the 
company decided to give this person the responsibility of 
risk manager. The person who was a lawyer then needs to 
learn something about engineering and then something 
about insurance because it was not their background. Thus 
they are all graduated but in different professions.” 

Mr Luzzi said that the idea to create a certification or 

Julia Graham announcing Ferma’s 
accreditation plan at its  
Versailles Forum in 2012
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accreditation for a risk manager is not to provide a wholly 
new level of education but to simply certify that the profes-
sional that already carries out the function is a person that 
is competent to deal with all the problems that can arise.

In his view this also includes insurance. “They need to 
be able to analyse the details of the insurance policy and 
to know if they are getting a real service and the policy 
will deliver what was needed. The individual needs to be 
skilled to ensure they know that the company is covered 
and can present the option so that the risk committee of 
the company can decide. A lot of this is not provided by a 
university, unfortunately, yet,” he pointed out.

dIvERSITY dILEmmA

Gwen Klees of the global Canadian-based GLV hinted at 
some of the complications involved with the creation of 
such a system for such a diverse group of individuals who 
carry out a wide range of roles for all kinds of companies. 

She pointed out that based on this diversity the type of 
training or education needed really depends upon the type 
of company the individual works for and how it structures 
risk management and notably how it uses brokers. 

“For GLV, the risk management function is internal, as 
well as external, to the extent that we’ve worked with our 
broker, BFL Canada, to help us carry out risk assessments. 
I was out last week in Salt Lake City with our broker, 

Gilles Gervais. We have a major operation there and we 
participated in the risk assessment that BFL Canada is 
carrying out on our division there.

“Each time they go around the world for us to different 
locations and carry out the risk assessments we talk ahead 
of time to see what type of questions need to be asked. We 
need that because it’s good to have the external and the 
internal view. In that type of a structure you may not need 
a fully-fledged risk management structure in-house. You 
can have someone that’s well-rounded, that’s aware of the 
different issues for sure, but not necessarily a professional 
risk manager,” she explained.

Mr Luzzi did not agree with Ms Klees on this point 
because he said that whatever the structure a company 

RISK EDUCATION

“I bELIEvE THAT You NEEd To HAvE 
SomEoNE coNducTING.  You couLd 
HAvE A GREAT bARcELoNA fooTbALL 
TEAm oR LoS ANGELES LAKERS buT You 
NEEd A coAcH. ANd THE coAcH IS THE 
oNE THAT HAS THE KNowLEdGE of wHAT 
You wANT ANd cAN dELIvER AfTER You 
GET THE bEST PLAYERS THAT You cAN...”

jorge Luzzi, fermA president
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needs a professional risk manager at the centre who directs 
or ‘conducts’ operations. 

“I don’t agree with you,” he said. “I believe that you 
need to have someone conducting.  You could have a great 
Barcelona football team or Los Angeles Lakers but you need 
a coach. And the coach is the one that has the knowledge 
of what you want and can deliver after you get the best 
players that you can,” he said.

“In my opinion, and this is the position that Ferma 
has, you need to have a professional inside the company. 
There is a need to be confident that the engineer is going to 
the factory to see the sprinklers are in the right place. The 
individual needs to know that this should be done. They 
need to know that the person that provides the service is 
capable of doing that to a good level,” continued Mr Luzzi.

The Ferma president pointed out that if a company has 
a factory in a part of Asia that experiences a political crisis 
the risk manager does not need to be a political analyst. But 
he or she does need to understand that the company will 
need to overcome the business continuity challenge and 
distribute its products in the region despite the crisis. 

ANALYSIS AGENTS

“You need to carry out all the process to get production 
back up and running so you don’t have a big business 
continuity problem. To do that you need to have someone 
who can carry out the analysis, who knows what to do.  
You have to have the right people in place to do that.  
I believe that you need a recognised risk manager inside  
the company that doesn’t need to be the engineer but 
rather the [middle man] who contracts the expert services,” 
he said.

Ms Klees reaffirmed her belief that this kind of skill or 
responsibility is actually a fundamental part of the function 
of management and doing business, and not necessarily a 
dedicated risk management function in need of a label or 
distinct education.

“I think that each of our general managers around the 
world are risk managers. When you’re talking about this 
from an operational perspective, they have to know what 
they’re doing out there. Certainly the general managers 
take into consideration what each of the people in their 
division does at a particular time and how they are 
managing risks together. If risk management is kept as a 
separate function it decreases the accountability of our 
managers” she said.

Mr Luzzi added that the ultimate risk manager of a 
company is of course the CEO. But, he pointed out that 
the CEO needs an expert risk manager because they do 
not generally know anything about the loss prevention 
inspection needs of a factory. “The CEO needs someone 
that can guide them on that. But the CEO is the final risk 
manager,” he said.

Gwen Klees“foR GLv, THE RISK mANAGEmENT 
fuNcTIoN IS ALSo ExTERNAL, To THE 
ExTENT THAT wE woRK wITH ouR 
bRoKER... IN THAT TYPE of A STRucTuRE 
You mAY NoT NEEd A fuLLY-fLEdGEd 
fucNTIoN IN-HouSE. You HAvE SomEoNE 
THAT’S wELL-RouNdEd, buT NoT A 
PRofESSIoNAL RISK mANAGER...”

gwen kLees, gLv
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SERVICE STANDARDS

Brokers urged  
to focus on  
service levels
The role of the broker in the risk management 
and transfer chain has been much debated 
in recent times and the brokers really need 
to sit up and take note of what their core 
customers have to say about what they expect 
from them in future. This was a hot topic of 
discussion at the Lockton Global meeting in 
Los Angeles, as AdriAn LAdbury reports

Given that lockton’s meeting was attended 
by a group of senior representatives of its global 
broking partners the risk managers on the panel 

were not surprisingly asked for their overall view of 
brokers and what they want from them.

Gwen Klees of GLV is not one to mince her words 
and gave a frank response to the question from one of 
the delegate brokers.

THE Good, THE bAd ANd THE...

She explained that, since taking over responsibility for 
insurance at her company, she had enjoyed one ‘really 
good’ experience with a broker and one ‘very bad’ 
experience with another firm. 

Ms Klees said that the bad experience was with a 
well-known brokerage that simply did not take the 
time to understand who their client was, what their 
operations were and treated the whole process as a  

Los Angeles,
at night
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‘tick box’ exercise every year. 
“They would tell the insurer: ‘This is the application, 

don’t worry about it. The risk is exactly the same as 
last year’. In actual fact, it turned out the company 
that I was working for at that point in time was not 
insured for a very difficult situation. It ended up suing 
the broker and the insurer, the company was sued by 
a third party and the insurer said we were not insured 
for an activity that was a core business. They knew our 
business but they did not take the time to sit down and 
ensure that they matched our needs with the insurance. 
For me, that was an incredible learning experience,” said 
Ms Klees.

booT STRAPS

Ms Klees said that when she joined GLV one of the 
things that was really important to her was to ensure 
that the company was properly insured. 

She said that she also wanted to ensure that she had 
a broker that understood GLV’s business, that stayed 
with the group and partnered with it both globally and 
locally for both risk and insurance needs. 

“That is thankfully what we now have. Gilles Gervais 
at BFL understands key client focus, understands our 
business and reviews the risks. Sometimes it results in an 
increase in insurance, sometimes a decrease. Sometimes 
they are not going to make more money that year. But 
you know what? Long term they will because they will 
stay with us,” explained Ms Klees.

Based on CRE’s research over the last six months 
it seems clear that, given the limited and stretched 
risk management budgets, the brokers have a great 
opportunity to up their game and take on a wider 
and deeper risk management consulting role for 
companies and finally make that big step away from the 
transactional basis that they have been talking about for 
some time now. 

Ms Klees, Mr Luzzi and Mr Zhang were asked if they 
agreed that this was indeed an opportunity and how the 
brokers could take advantage of it. 

Ms Klees said that she does see an opportunity for 
the brokers to shift their emphasis towards a deeper risk 
consulting role to supplement the more transactional 
insurance design and placement role. But she stressed 
that this is no simple task and any broker prepared 
to give it a go needs to know what they are talking 
about and especially if the company has a limited risk 
management resource in-house. 

“If I was a broker, I would think this is a great 
opportunity to grow the business. It’s not just about 
selling insurance but also selling the risk management 
part of it. You can do that even if there is a full time risk 
management person in-house. But you can probably do 
it even better if there is not a full time risk management 
function and you see that your client needs support,” 
said Ms Klees.

The key for the brokers is perhaps, however, not to 
try and make the shift overnight as a package but rather 
offer it over time. 

“If you start out by saying: ‘I can do your risk 
assessment’, the customer is generally going to say: 
‘Well I don’t need you for that. I’ve been in this business 
for years’. But if as a broker you can integrate the risk 
management element as part of your meeting with your 
clients, talk about what they’re doing in terms of their 
operations, then you can start slipping it in that way,” 
said Ms Klees.

TANdEm GRowTH

Robert Zhang, the China-based risk manager of Yum, 
the fast food group, said that the broker needs to try and 
grow with the client in terms of lines serviced, expertise 
and all else. 

“There are a lot of companies nowadays that are 
marketing-driven or products-driven where, in my 
opinion, the broker is being pushed to identify new 
types of risk coverages, through financing tools such as 
weather derivatives, to protect the company’s balance 
sheet and profitability,” he said.

Mr Zhang added that, more generally, the broker 
needs to show a greater interest in the clients’ business 
and find all sort of ways to stay ahead of the game. 

“We can always count on the carriers to develop 
new products, based on the loss experience, based on 
the claims and based on the models and everything 
else. That’s sort of the engineering part of it, the 
mathematical part of it. But do they really know where 
the business is going, where the industry specifically is 
going?  I don’t know. But I do think the broker has the 
best chance in this industry to stay on top of the game, 
because once you’re an expert in one industry, you can 
see similar trends in multiple industries and reapply the 
knowledge and skills,” concluded Mr Zhang.

“THERE ARE A LoT of comPANIES 
Now THAT ARE mARKETING-dRIvEN 
oR PRoducTS-dRIvEN wHERE, IN mY 
oPINIoN, THE bRoKER IS bEING PuSHEd 
To IdENTIfY NEw TYPES of RISK, 
THRouGH fINANcING TooLS SucH AS 
wEATHER dERIvATIvES, To PRoTEcT THE 
comPANY’S bALANcE SHEET...”

robert zhAng, yum
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INNOVATION DEBATE

Thirst for 
innovation  
refuses to  
dry up

D uring the lockton global debate, cre editor 
Adrian Ladbury found that innovation is still a 
hot topic in the corporate risk management word. 

The insurance industry just like any other clearly needs 
to constantly innovate in order to survive and prosper, 
otherwise it will become increasingly irrelevant. 

The need for innovative new products and services from 
the risk and insurance industry to help their customers 
meet ever-more taxing demands has become even more 
important and pressing as the world economy continues to 
develop in a global fashion in the post industrial age. 

But the risk managers from around the world who take 
part in Commercial Risk Europe’s Global Risk Frontiers 
survey and those who have taken part in the annual 
Risk Frontiers European survey just keep saying they are 
generally frustrated with the lack of innovation. 

Where is the innovation? Is it coming fast enough? Are 
the insurers doing enough? Are the brokers grasping the 
opportunity? Does the industry need to radically restructure 
itself away from the old lines of business model to meet 
businesses’ fast changing risk management and transfer 
needs? 

mAIN ISSuES

These big questions were posed to Jorge Luzzi, Gwen Klees 
and Robert Zhang, the three risk managers who took the 
podium at Lockton’s Global Partner conference that took 
place during the RIMS conference this year in Los Angeles.

Mr Luzzi laid the innovation challenge firmly at the 
feet of the brokers, which he regards as the first instrument 
for change in the market if only for legal reasons in some 
territories. 

“This is because if you go directly to the insurer without 
the support of the broker, in some countries you will find 
it’s illegal. In some countries it’s not illegal but it is not 
the logical way to proceed. In basic terms you first should 
identify the risk, then you work within your company 
to analyse what risk you would like to retain and what 

risk you want to transfer. Usually the first instrument 
you look to is insurance and the broker,” explained the 
current president of Ferma, the Federation of European Risk 
Management Associations. 

But Mr Luzzi also pointed out that insurance is but one 
option and risk managers need to look at alternative ways 
of rising to challenges posed by new risk exposures in the 
complex global economy.

“There are other ways to transfer risk. If you have 
significant distribution needs in a country and you have 
your own logistic track group you may decide that it is too 
risky for you and it’s better to hire a company to do this. So 
you are transferring the risk. It depends on the situation. 
But the biggest element of transfer is via the broker. You 
may find an expert in transport insurance but you will still 
not be at the same level of expertise. You need an expert in 
property, liability, D&O etc. That is why it is not possible to 
do it yourself in a big company,” explained Mr Luzzi.

But if the broker is that important to a corporation one 
does then have to ask why it would need a risk manager, or 
at least insurance manager, at all. 

Mr Luzzi is clearly a big fan of brokers and believes, if 
properly used by a global corporation, they can carry out 

Mike McGavick
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many of the core functions that local risk and insurance 
managers could carry out.

But he is clearly also not convinced that the brokers can 
fully replace the risk and insurance manager at HQ.

“You hear that maybe some companies believe that it’s 
not necessary to have a risk manager. Yes it is not possible 
to have a risk manager in every country of the world where 
you are located and if you have a broker with a network 
around the world, the broker will be the first element of 
contact. The broker will provide you with the information 
about what is legal or illegal in some countries. Maybe your 
company determines what should be your coverage in your 
home country based upon your corporate appetite for risk. 
But the brokers could tell you it does not work in certain 
territories because in this country you can’t do that. For me 
this is fundamental,” said the risk manager for Italy-based 
tyre manufacturer Pirelli worldwide.

Gwen Klees said that for her the question about 
innovation is not really about the development of new 
insurance products by the brokers and insurers but rather 

about the lack of knowledge at the corporate level about 
the existing products already available. Much of the 
responsibility for helping with innovation and product 
development in this market must therefore lie with the 
manager of risk, she said.

“I’ve been working on the insurance portfolio for about 
five or six years and what I find is that, in the operations, 
they would really like to understand what tools are out 
there, what we have and could have. But it can be hard to 
explain what can and can’t be done because it is the law 
and there is jargon. As a risk manager you need to try to 
take that insurance language and feed it to managers in a 
way that they can understand and see the value,” explained 
Ms Klees.

But the responsibility does not just lie with the buyer, 
stressed Ms Klees. The industry also needs to support their 
customers with a more customer-friendly approach, said 
the Canadian manager of risk.  

THE boTTom LINE

“I think that this is one of the tools that the insurance 
industry could really do with. A tool that simplifies the 
business for non-experts. I haven’t seen this and if anyone’s 
got a proper tool, send it to me, I’ll give you my email 
address! Maybe they [business managers] can call corporate 
every time a risk transfer question emerges and speak to the 
risk manager. But the reality is they’ve got to be thinking 
about it themselves and understanding that the risk could 
be covered by insurance.

“You’ve got to put it in a language that they can 
understand, make it easy. So I would say before developing 
new products, make it simpler for people that don’t speak 
that insurance language. They have to understand it on the 
ground,” said Ms Klees.

“IN oPERATIoNS, THEY wouLd REALLY 
LIKE To uNdERSTANd wHAT TooLS 
ARE ouT THERE. buT IT cAN bE HARd 
To ExPLAIN wHAT cAN ANd cAN’T bE 
doNE bEcAuSE IT IS THE LAw ANd THERE 
IS jARGoN. AS A RISK mANAGER You 
NEEd To TRY To TAKE THAT INSuRANcE 
LANGuAGE ANd fEEd IT To mANAGERS IN 
A wAY THAT THEY cAN uNdERSTANd...”

GwEN KLEES, GLV
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Ulan Bator,
Mongolia

Brokers: Focus on 
service, service… 
and global service
CRE has found in its first Global Risk Frontiers 
survey and annual European Risk Frontiers 
survey of risk managers a desire for wider and 
deeper risk consulting services from both their 
brokers and insurers. AdriAn LAdbury found 
the same demands during Lockton Global’s 
debate in Los Angeles

T he apparent rising demand from risk managers for 
more risk management services beyond the traditional 
insurance arrangement services clearly offers the 

brokers a big opportunity to grow with their customers and 
shift their model towards a more consistent and predictive 
fee-based consulting model. 

But the big question remains how to ensure that the risk 
managers are prepared to pay for these services and thus fund 
the model shift.

Risk managers always talk about the need for longer and 
deeper relationships with their brokers and insurers to help 

develop a deeper appreciation of the risks, how they change 
over time and the development of a relevant and flexible 
insurance programme, preferably supported by expert services 
and advice.

These traits were certainly high up on the list priorities of 
the risk managers who took part in the Lockton Global Partner 
debate at RIMS. 

Gwen Klees of GLV strongly believes that customers want 
and need a more consulting-based approach from the brokers 
and that this offers the brokers a big opportunity. When asked 
by one London-based broker in the audience what she would 
like to see the brokers focus upon and invest in she was clear.   

AdvIcE fIRST, SELL SEcoNd

“Well I think for me, if you’re starting off with just being  
the consultant, the adviser, that’s already a great step,” said  
Ms Klees.

“The reality is that in your world [as a broker] you have 
access to many different clients. And probably clients that are 
in the same business, so you see things that perhaps myself, 
for example, I wouldn’t necessarily see. So in that capacity, you 
may be able to come forward with advice, first of all, and then 
of course you can find an insurance product. It doesn’t have 
to be actually an insurance product, but it could be a way of 
better managing your business,” continued Ms Klees.

The Canadian suggested that such a process could be kick-
started by using someone who is not embroiled in the day 
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to day business who can perhaps see the bigger picture and 
identify where added value services and advice could be found, 
delivered and potentially lead to the sale of a valuable product. 

“It starts out by being an adviser, by being a consultant. 
But it ends up in the delivery of a product. Those risk 
assessments go up to the ERM and the audit committee and 
the boards. They are the key pieces that our company gets 
from our broker in Canada,” she explained.

This is not necessarily a new idea for the brokers and the 
leading international brokers have for some time talked of 
converting themselves into true risk advisory consultants 
and advisers. But the majority of broker remuneration is still 
derived from transactional services and commission, even 
among those brokers that have set up advisory services and 
operations. It is not clear that the shift in focus is that easy to 
make.

coNSuLTANcY SwITcH

Mr Luzzi recognises this challenge for the brokers as he said: 
“One comment about that is that you need to rethink the 
weight of remuneration. Today, a lot of the remuneration 
comes from participation in policies [commission]. If you are 
thinking to be a consultancy then this has to change,” he said.

And the challenge for the brokers was underlined when 
Ms Klees was asked how she pays for the advisory services 
offered by her broker. “You could say that we get it for free,” 
she said.  But actually the fact that the broker is from time 
to time bringing in different products to transfer risk or 
recommendations to better manage risks, this results in a 
payback to the broker.

At the end of the discussion one Lockton broker based 
in the UK asked what the risk managers suggested a global 
broking partnership needed to really focus upon in order to 
deliver what they need over the coming years. He wondered, 
for example, whether the partnership should focus upon 
branding. 

Ms Klees said branding should not be the focus because in 
her view it is merely the ‘superficial piece in the front’. In her 
opinion what brokers such as Lockton Global really need to 
focus upon currently is the delivery of true global service. 

“Frankly, whether it’s called Lockton behind the scenes 
or it’s called something else, BFL in Canada in our case, the 
reality is that your contact has to be able to say: ‘I’m offering 
a global service. I will get that person for you. I’ll make sure 
you’re getting a consistent service’. If there is a problem, I 
need to be able to call that person and be sure he handles it,” 
said Ms Klees, echoing the thoughts of many risk managers 
worldwide currently.  

Like many managers of risk Ms Klees wants to experience 
a true partnership with her broker. “If you focus on global 
service, it’s a partnership. You need to find one or two people 
within that firm that become your partner and follow you,” 
she said.

And, according to the Canadian, this approach is not 
just relevant for brokers. It also applies to other key service 
providers such as lawyers. “I do this on the legal side as well. 
It’s not just brokerage. I make sure I’ve got two or three people 
around the world. I know I can call them and I can get into 
any country around the world and get the service I need. If 
I’m knocking on the door in a country that I haven’t been to 
in the last five years, I’m not seen as an important client,” she 
continued.  

Robert Zhang of Yum in China said that he would like 
to see his brokers focus on two key words: consistency and 
creativity. 

Mr Zhang pointed out that in an emerging market such as 
China or Mongolia everything is new. This means that service 
providers in these markets have an opportunity to establish 
a consistent service quickly and in some ways it becomes an 
even more important differentiating factor, particularly for 
companies that are global such as Yum. 

“The question is: How do you create that consistency as 
a manager, director or the head of the office of one particular 
country, how do you create that consistency of the team 
service to the client? A lot of companies are going global and 
the consistency of the service level stays on the ground level 
and is compared to the global level of service quality,” said Mr 
Zhang.

The challenge of creativity is also particularly pertinent 
to growing and global companies, according to Mr Zhang. 
Along with growth comes fast changing risk profiles and 
the emergence of new risks and this presents brokers with 
a challenge to be more creative with the way in which they 
manage and update their customers’ insurance programmes.

‘bE PREPAREd’

“When companies grow, they encounter new risks. The 
risk manager and the broker must ask whether the existing 
structure of the insurance programme can fit the needs of all 
the multiple parts so that the evolving risks can be added to 
it. Can the lead broker team and the international platform be 
prepared?” asked Mr Zhang.

The risk manager added that in this environment brokers 
must strive to be always one or two steps ahead of the change. 
He also importantly pointed out that the broker needs to make 
sure that the insurance programme is sufficiently flexible to 
cope with the change as it happens and not be saved up for 
one complex and lengthy discussion at the annual renewal.

“So in my opinion, stability, in terms of service, and 
creativity, in terms of renewal, are the key things that will 
definitely help within the next few years,” concluded Mr 
Zhang.

And finally for Mr Luzzi the one key trait that brokers must 
focus upon is longevity.

“Only think in the long term with your clients and not just 
for today,” he said.
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