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Figure 1

(Percent of respondents in respective industries)

CMT FI LS PE P&U RCB T Overall

Impact of downturn perceived to be greatest 51 64 14 35 21 30 54 41

Trade credit cover significantly affects them 22 9 5 2 N/A 20 16 13

Reviewed approach to risk 71 83 60 54 66 67 73 69

RM at senior levels is now more important 85 88 65 56 74 66 77 74

Risk aversity among Board 36 52 33 25 43 36 40 38

Retaining more risk 18 13 13 22 13 23 22 18

Very confident in RM processes 25 20 26 22 36 34 32 27

Increased budget for RM 36 47 38 25 36 29 30 34

Group causing most concern
Customers 

69
Customers 

68
Customers 

43
Citizens 

54
Customers 

49
Customers 

55
Customers 

62
Customers 

58

Priority risk – free choice
Credit

36
Credit

41
Credit

26
Credit

10
Credit

43
Credit

36
Credit

26
Credit

31

Most significant risk – of seven options
Credit 

69

Business 
Continuity 

59

Cash flow 
78

Environmental 
73

Power price 
66

Cash flow 
76

Cash 
retention 

75
NA

Key: Red indicates highest percent of respondents, blue indicates lowest percent of respondents.
CMT: Communications, Media and Technology, FI: Financial Institutions, LS: Life Science, PE: Public Entities, P&U: Power and Utilities, RCB: Retail and Consumer Brands, T: Transportation.
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The downturn in the global economy has been swift and severe. It raises 

important questions about how organisations conduct their business – and 

particularly about how they assess and manage risk. 

To find out how organisations have responded to the downturn, Marsh and 

PRIMO Europe conducted a survey of risk management in Europe. The survey 

examined attitudes to risk management in the current economic downturn, 

including risk priorities, strategy, management. 

Ipsos MORI interviewed over 700 organisations for Marsh, spanning twelve 

countries and seven industry sectors. Of these organisations, 101 were in public 

entities. PRIMO Europe interviewed a high number of people from public entities 

organisations and sent out a survey to public entities to which 112 people 

responded. Along with this two round tables were held, one in Amsterdam and 

one in Bournemouth. The results of all the interviews, survey responses and 

round tables are included in this report.

PRIMO is an industry association promoting risk management to decision makers 

in the public sector. 

Senior people now see that risk management is important 
as appetite for risk grows.

Over half the participants (56%) say that, because of the downturn, risk 

management is now seen as more important at senior levels in their organisation. 

A similar proportion say that the downturn has prompted their organisation to 

review its approach to risk management. 22% say their board’s appetite for risk 

has grown. The proportion of participants who say that their appetite for risk has 

diminished (25%) is the smallest proportion seen in any of the seven sectors in 

our survey. 

Public entities are realising they have to evaluate their risk 
management

Almost three-quarters (71%) of participants say that a sector-wide standard 

for risk management either would or already does benefit their organisation. 

Of those already covered by a sector-wide standard, 89% say it is of benefit to 

them. However, only 40% of participants say they have initiatives for evaluating 

their risk management practices against those of their peers.

Research headlines

4 | Research headlines 
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Catastrophic and project risks drive risk management

Over 75% of the participants responded that the volume and the complexity 

of the risks within their organisation over the last 5 years have increased. 51% 

had experienced a significant disaster in the last 5 years. Some of the disasters 

that were mentioned were; significant budget overruns in large projects, 

environmental calamity, transport/ Infrastructure major disruption and general 

disasters like fires or aircraft accidents. 

Public liability fosters need to build resilient communities 
and mitigate partnership risks

Asked to rate various risks, participants say the four most significant issues 

for public entities over the next 18 months will be environmental risk (73%), 

public liability (65%), business continuity (63%) and partnership risks (59%). In 

addition, almost as many participants are concerned about PPP and PFI associates 

or contractors (51%) as are concerned about citizens (54%). These two results 

illustrate how the downturn – combined with court rulings and regulations such 

as the EU Environmental Liability Directive1 – are adding to public entities’ long-

term liabilities and making it increasingly difficult for them to genuinely share 

risks with the private sector. 

Financial crisis puts pressure on public spending efficiency

According to the participants, the financial crisis will hit their organisations 

mostly in means and budget, less in grants and projects. Also an increase in 

social assistance and unemployment are seen as risks as a result of the crisis. 

43% of the participants say they have a special (financial and economic) crisis 

alert team. The most important actions that their organisations or these special 

teams have brought forward are earlier investments, budget reviews and 

postponement of projects. 

 Research headlines | 5 

1 Directive 2004/35/CE of the European Parliament and of the Council of 21 April 2004 on 
environmental liability with regard to the prevention and remedying of environmental damage.



Marsh – PRIMO EuropePublic entities research report

Increasing demands, diminishing resources

Every single public entity has been affected by the downturn. According to the 

participants their organisations will be hit mostly in means and budget, less 

grants and projects. Public entities have had severe losses and will need to make 

budget costs. Also an increase in social assistance and unemployment are seen as 

big risks coming from the crisis. 

But when asked if they will be affected less than other sectors, 53% of 

participants in our survey agree, as Figure 2 shows. 

Although they will not be affected as directly as some other sectors, the demands 

made on them will increase as the downturn continues – those unable to 

1. The impact of the downturn

Figure 2 : Public entities will be less impacted by the economic 
downturn than other industries

“All that is a theory, is a risk.” Meine Bruinsma, Director Natura 2000

”

“It is difficult to 
evaluate [the effect 
of the downturn on 
risk management] 
for a public service 
as our budget has 
been agreed and our 
objectives for the 
coming four years 
have been agreed.

Risk Manager, UK

% Strongly disagree % Tend to disagree

% Tend to agree % Strongly agree

% Neither / nor

19 16 11 29 25 1

35 53

% Don’t 
know

”
“We are anticipating that the greater incidence of job losses, house 

repossessions and greater indebtedness in the populace [will] 

increase strain on housing and social services, so we think there 

will also be greater budget pressures. We also think there is more 

likelihood of contractors failing, leading to loss of supply. And there 

might be a greater risk of fraud in benefits and grants systems. 

Risk Adviser, UK

6 | 1. The impact of the downturn 

keep up with their mortgage payments may need public housing, for example. 

Meanwhile revenues are likely to decrease as business rates bring in less, tourism 

declines and more people default on local taxes.

If the effects of the downturn on public entities will not be so direct as they are 

on other sectors, they may well be longer lasting. Some areas of public spending 

will increase in the short term as government stimulus packages are disbursed. 

Stimulating sustainability; speeding up of investments and nationalisation of 

banks are some of the current risk management policies driven by central 

governments. But this spending will be followed by cuts as governments try to 

restore their financial positions. 
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This lack of direct and immediate impact may be the reason that, of all the seven 

sectors we surveyed, public entities are the least likely to say that the downturn 

has prompted them to review their approach to risk. Nonetheless, 54% of 

respondents have done just that (see Figure 1).

Will the downturn affect risk management?

The credit crisis has ensured that managers are more likely to discuss risk 

management. Risk management has unfortunately not always been a hot 

topic for politicians and chief executives officers (CEO). CEOs are there for 

strategic decisions, and are not accustomed to thinking about a hole in the 

road, for example. A wider area should be drawn. Issues like health, housing 

and infrastructure need structural and strategic attention. The credit crisis forces 

managers now to think better about things. They have to think about budgets, 

dismissals and other macroeconomic drivers. This is the time for getting the 

attention on risk management.

Asked how the downturn will affect risk management, 13% of participants say 

that more attention will be paid to budgets – especially, it seems, for insurance. The 

most common response, voiced by 30% of participants, is that the downturn will 

have no effect on risk management. This is the first sign in the survey of a group of 

about a third of participants that seem not to be engaging with risk management.

The existence of this group seems to be confirmed when we ask in which 

areas the downturn has prompted them to review their approach to risk. 

Many participants answer this question as though they had been asked about 

insurance, rather than risk more broadly, as this response shows: “This economic 

slowdown doesn’t currently influence our decisions regarding insurance”. 

This speaks to the lack of dedicated risk managers in public entities, except in 

the UK and the Benelux countries. As a result, risk tends to be dealt with in 

rather a piecemeal way, with aspects of it covered by insurance, legal or health 

and safety departments. However, the downturn is likely to change attitudes to 

risk management. CEOs of local authorities have seen their tenants bankrupted 

and understands that major players in public finance, such as Dexia and Fortis, 

can also get into deep trouble. There are municipalities in France that could be 

exposed to rate increases of 18% because of structured finance issues. As a 

result, elected representatives and civil servants are more likely to understand 

that there is a return on the money invested in risk management, and that the 

discipline must be taken seriously.”

“Maybe [the 
downturn will make 
us] think about the 
advisability of some 
insurance policies 
and coverages. For 
example, should we 
shift our car fleet 
from full insurance 
to third party? But 
we are not there yet.

Deputy Director of Legal 
and Insurance Department, 
France 

 1. The impact of the downturn | 7 
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General risk management drivers 

The complexity of risks have increased; over 75% of the participants responded 

that the volume and the complexity of the risks within their organisation 

have increased over the last 5 years. There is a huge increase in technological 

complexity which increases the complexity of our risks, but on the other hand, 

this technology also helps us in controlling our risks. In case of a default in 

technology, a high number of our processes will be down. Take for example 

the internet; if the internet is down, most of our communication is blocked. 

If electricity is down for an hour, communities panic as they are so heavily 

dependent on technology. 

51% of respondents had experienced a significant disaster in the last 5 years. 

Disasters that were mentioned were environmental calamity, transport and 

infrastructure major disruption and general disasters like fires and aircraft 

accident. 50% of the respondents had experienced some to many major 

operational surprises in the last 5 years, from key employees leaving the 

organisation to major budget overruns on large projects.

Another driver of risk management is the pressure of external parties; 52% 

of the respondents say that external parties like citizens, companies, councils, 

mayors and alderman are putting pressure on senior executives to provide more 

information about the risks, in the field of finance, political reputation, risk 

management and legislation affecting their organisation. 

A split in attitudes to risk management

The evidence for this last point, and for a split between those who are adopting 

and those who are ignoring risk management, can be seen in the response 

to a question about whether the downturn has raised the importance of risk 

management at the most senior levels. Overall, 56% say it has, but there is a 

marked disparity between the UK, where local authorities have dedicated risk 

managers, and the countries where this is not the case, as Figure 3 shows. 

”
“The great benefit 

from Risk 
Management is 
that it forces you 
to plan ahead. 
Managers should 
have to see this 
added value. 

Carolyn Halpin, Risk and 
Insurance Manager Fabrick 
Housing Group

% Strongly disagree % Tend to disagree

% Tend to agree % Strongly agree

% Neither / nor

4 15 25 36 21
19 56

The economic downturn has raised the importance of risk 
management at the most senior levels?

8 | 1. The impact of the downturn 

Figure 3 : Have views of senior management changed?
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2. Changing risks

”
“

Environmental risks and long-term liabilities

When asked to rate the significance of each of seven risks, the highest proportion 

(73%) of participants say environmental risks will be significant for their 

organisation over the next 18 months, as Figure 4 shows. This has been a growing 

concern for public entities for the last three years, and the downturn has not 

changed that. Governments phase a broad range of environmental risks, from 

local pollution to climate change. Extreme weather conditions are predicted to 

become more common, the sea level is rising and the risk of floods is increasing. 

The impact of nature on humans is a concrete threat. There is the risk of shortage 

of commodities, which can have an increasing migration of the population as a 

result. Also public health related risks, linked to pandemics, use of radio wave or 

nanotechnologies are to be managed more cautiously by local authorities.

By design, the human race seems to be re-active rather than pro-active. 

That is fine when you talk about isolated incidents but when you talk 

about structural change, such as climate change, there is no time to 

wait or waste before one springs into action. You have to be pro-active. 

It is important to change the focus from only pre-impact thinking 

(prevention) to post-impact thinking. This can be done by drawing – 

preferably unrealistic – “what if” scenarios. 

Eelco Dijkstra, Washington University

Climate change is identified as a current important risk. Take for 

example New Orleans. Five years before New Orleans was wiped out by 

the floods there was a major article in the National Geographic “The 

big one is coming”. Everybody knew that there would be a big flood. 

New Orleans had a big disaster plan and you could download it from 

the computer. But when it happened nobody acted according to the 

emergency plan. 

We all know that the changes in our climate can wipe out Antwerp, 

Le Havre, Rotterdam and Shang Hai. This has a big influence on the 

agricultural production in the world, because it is concentrated in the 

deltas. The consequence will be an enormous migration of people, 

international migration.

In the Netherlands we have big waterworks, but are we well prepared? 

The dikes need a major improvement. The Netherlands should invest 

1 billion a year from now on. The government is still discussing it and 

postpones decisions. The rise of the sea level has a serious impact on 

the Netherlands, but we are much too slow in reacting on it!

Right at this moment things are happening. 10 people were killed by 

the floods in Poland. It will happen more in the future!

Peter Boorsma University of Twente

 2. Changing risks | 9 
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Figure 4 : Environmental risk most frequently mentioned as most 
significant over the mid term

% Very significant % Fairly significant

% Not very significant % Not significant at all

21 52 23 4

28 37 27 8

24 39 20 8

23 36 27 6

20 26 39 4

17 28 44 8

9 30 43 13

Environmental

Public liability

Business continuity and
supply chain management

Partnership risks

Construction risks

Catastrophic risks

Outsourcing

0

1

10

9

12

4

6

How significant will each of these risks be for your organisation 
in the next 18 months?

% Don’t 
know/ NA

10 | 2. Changing risks 

Another reason for the growing concern on environmental risks is the EU’s 

Environmental Liability Directive of 2004 (see footnote on page 5), which 

established the “polluter pays” principle. As local authorities are responsible for 

the water, air and endangered species within their territory, courts usually rule that 

they bear the ultimate liability for pollution. An example of this is a case brought by 

consumers against a company providing water in France, because of the amount 

of nitrates in the drinking water. Having lost the case, the water company sued 

the government on the basis that the nitrates were the result of local farmers 

using too much fertiliser, and that the government had failed in its responsibility 

to enforce restrictions on fertiliser use. The water company won this case, and the 

government duly paid the compensation that the company owed its customers.

Heightened public awareness of environmental issues enhances the potential 

for regulatory action and claims. This mechanism is one of the reasons that 

participants in the survey identify public liability as a significant risk. It is rated 

significant by the second highest proportion overall (65%), and it is identified as 

“very significant” by the largest proportion of participants (28%). In fact, public 

entities are liable for everything within their area, not merely environmental risks. 

The desire of many people is a risk-free society and the public points 

out to the government that it’s their responsibility. If something 

happens (a storm, a disaster, or an earthquake) it is governments’ debt. 

Buildings are not built well enough; there was insufficient monitoring 

et cetera. The government is constantly in the dock when it comes to 

the risks of this life. 

Peter van Zunderd, Director Safety Midden- en Westbrabant 
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The mayor of Chamonix, Michel Charlet, was given a six-month suspended 

sentence – despite an appeal – as a result of the 1999 fire in the Mont Blanc 

tunnel. The judge ruled that because the tunnel was in the mayor’s territory, he 

bore responsibility for not having identified the danger and taken steps to avoid 

it, even though he had no direct authority over the tunnel. 

The “precautionary principle”, adopted by the EU and enshrined in law in many 

European countries, extends the potential liabilities. Two city governments in the EU 

have compelled a mobile telephone provider to remove mobile-phone relay stations 

for this reason, despite the lack of compelling evidence that they cause harm.

Business continuity risks, the third risk on the list (rated significant by 63%), 

is also closely related to the first two. For local authorities, business continuity 

means restoring normality as soon as possible. That includes clean water, 

security, and other basic public services such as work management and transport. 

Authorities may lay themselves open to legal action if they fail to keep public 

services running, even in the midst of a pandemic, earthquake or flood – forces 

that respect no boundaries or borders. To do this, they will have to stress-test 

plans in order to improve resilience and be able to cope with any emerging risks.

During the PRIMO Europe roundtable “the art of risk management” insufficient 

connection between everything that is happening around us was seen as a major 

risk, other major risks were considered as current high risks for the society; for 

example changing demographics in society, like widespread legal immigration 

which has a severe impact on the provision of health care, education and 

housing. But also the longer life expectancy of people nowadays, which causes 

a higher demand of public services and social health care. Another risk that was 

mentioned is cybercrime. Cyber crime is a continuous threat where the police and 

several organisations work together. 

Partnership risks
 
Because some risks cannot be efficiently transferred, partnership becomes less 

attractive for both public and private bodies. In France many utilities are being 

renationalised: Paris is taking its water back into public control. The survey shows 

that 59% of participants rate partnership risks as significant – a similar amount as 

for public liability and business continuity risks. 

Another indication of the problems with partnership is the fact that 51% of 

participants say that they are concerned about contractors, including partners 

under programmes such as public-private partnerships (PPP) or the Private 

Finance Initiative (PFI). Of these 10% are “very concerned”. The level of concern 

correlates with the amount of PPP or PFI activity there is in a country, reaching a 

peak in the UK and France, where 62% of participants are concerned, as Figure 

5 shows. It is significant that the degree of concern over contractors is so close 

to concern about citizens – just three percentage points away, at 54%. Citizens 

are the people to and for whom public entities are ultimately responsible. As 

such, almost all risks ultimately emanate from citizens – in the form of votes, 

political pressure and lawsuits. For these reasons, it is difficult to imagine a set of 

circumstances in which citizens would not be the greatest source of concern. 

 2. Changing risks | 11 
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Figure 5 : Public Entities are most concerned about citizens/ stakeholders and contractors

% Very concerned % Fairly concerned

16 39

10 42

3 37

8 24

Citizen /
stakeholders

Contractors /
PPP / PFI

Suppliers

Insurers

How concerned are you currently about the level of risk associated with each of the following?

                       54

                    51

       40

32

% of respondents who were concerned 
about contractors’ risk by geography

Benelux, Nordics, 32

Italy, Spain, 50

UK, France, 62

This concern about partnership is relatively new. We believe that if the survey 

had been conducted 18 months ago the percentages expressing concern would 

have been around half what we find today. The reason for this is public entities’ 

experience of PPP, especially in the UK. There, private companies have been 

removed from projects to modernise London’s underground railway, for example. 

In August 2008 Alarm has published a report on ‘Partnership risks: issues 

solutions and examples of good practice’. Based on the outcomes of a workshop 

which took place on the 16th of May and was attended by 45 representatives 

from local authorities, housing associations and central government, One of 

the conclusions that came from that workshop was the importance of dealing 

with the issue of culture risk between the different partners in a contract. The 

culture of a local government organisation being different from the culture of 

an engineering organisation or for example a community group. For that reason 

communication between the partners is essential. It’s not only important to 

get the contract right, their must also be a common understanding of what is 

required and how this will be delivered. 

All over Europe, problems with PPPs have increased by the downturn. The 

companies bidding for projects now find it difficult to raise the capital and 

finance to carry them out, and public entities have their own problems in this 

regard, as the institutions funding their debt are running into trouble. All this 

increases partnership risk. 

12 | 2. Changing risks 
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All partnerships require a clear insight into the role of the different parties 

involved and an understanding of the risks that could threaten the success 

of projects they undertake. Major building and service structured projects 

undertaken on a partnership basis involve specialist risks that need to be 

identified, understood and managed. 

The involvement of a risk advisor at the earliest point in a project helps to 

establish the most appropriate approach and to meet the long term objectives. 

This is achieved by:

 � Identifying, negotiating and managing the risk and insurance features 

contained in a project. 

 � Reviewing the statutory and contractual insurance obligations

 � Regularly auditing all risk and insurance policies and project practices and 

procedures

 � Continuous reviews to ensure the appropriateness and the effectiveness of the 

agreed approach

 � Review risk register on a regular basis

Infrastructure projects
 
Infrastructural projects are often complex and long term projects where high 

levels of investment are involved. The risks inherent in this sector can have far 

reaching consequences for every stakeholder throughout the asset lifecycle. A high 

percentage of infrastructural projects experience high budget overruns and long 

delays. During the roundtable on infrastructural projects during PRIMO Europe’s 

The Art of Risk Management conference in Amsterdam the risks involved in 

infrastructural projects and possible solutions to these risks were being discussed:

One of the main conclusions of the roundtable was that most projects 

face large political and managerial risks, rather than just technical risks. 

Most Infrastructural projects are long term projects, management of 

these projects often changes, which results in different project managers 

throughout the project which has a huge impact on the efficiency of the 

project. Another managerial and political risk is that the project teams 

often have no mandate. For every small change the project team has to 

go back to the government to get approval, this causes long delays and 

therefore extra costs. By giving the project team a mandate, in order to be 

able to make decisions within a certain framework, this risk can be solved. 

The project team needs to have one project manager who has overall 

responsibility. It’s not always clear who has overall responsibility for the 

project. Is it the council or is it the project manager? Who leads the team? 

Make contracts and covenants and document them well, do not change 

the contract or requirements. 

 2. Changing risks | 13 
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Often Politicians change their opinions and therefore keep making 

adjustments in the contract; contractors will make use of this. E.g. they 

charge high prices for minor adjustments. This risk could be managed by 

not changing the specifications of the project. Rather spend more time 

in the preparation phase to be able to get contracts right, than keep 

changing the specifications in the contract during the project. Be realistic; 

make financial prognoses from the start till the very end of the project.

Another essential part of an Infrastructure project is communication. 

Within the team, it should be clear of what is required and how it should 

be delivered. But also to the public, get them accustomed to the project., 

tell them what can be expected and be honest. The visualisation of the 

project to the surroundings, to the people around the project is essential. 

Considerations for risk management projects

 1. Ask yourself three questions at the start of the project:  

Why are you doing this project? Why is it so vital that you really 

have to do it? If you didn’t do it what would be the impact on 

your organisation?

 2.  Be sure to get the contracts right and be very clear on the 

management of those contracts and who has the power to make 

decisions. 

 3.  Project risk management. It has a blind spot, because it is very 

much about you managing the logistics of it and doing the 

financial management and so on. And I think sometimes you 

have to look at project risk management as a discipline and look 

at communication with the community, communication with the 

partners in the project.

Lynn Drennan, CEO Alarm

Notes from the PRIMO conference: , Amsterdam, 2009

14 | 2. Changing risks 
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Striking a balance between internal and external risks

Asked to spontaneously name two or three risks that will be priorities for their 

organisations over the next 18 months, participants’ responses are fairly evenly 

split between internal risks – strategic and operational things such as health and 

safety or business continuity – and external ones, financial and macroeconomic 

considerations such as credit risk or the volatility of financial markets. As Figure 

6 shows, 47% of responses fall into the first category and 48% into the second. 

Hazard risks, such as natural disasters, account for only 10% of responses, 

presumably because these are long-standing risks and are largely covered by 

regional catastrophe risk insurance pools, funded by tax on property insurance.

Credit risk

Financial market volatility

Financial risk (general)

Looking ahead over the next 18 months, which two or three types of risks will be priorities for your organisation?

Financial /
Macroeconomic

Strategic /
Operational

48

47

10

8

8

Health and safety

Business continuity

Employee

9

8

8

% Mentioning Top 3 priority risks by area (%)

Figure 6 : Striking a balance with risk

 2. Changing risks | 15 
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The prevalence of external risks is undoubtedly a result of the downturn, and this 

will change the way public entities manage their finances. Sliding into history are 

the days when a public entity could have a rate on a lending agreement that is 

a function of the difference between Euribor and the dollar. As a result of such 

arrangements public finance has been affected by factors that are beyond the 

control of public governance – as is shown by the 8% of participants who say 

that financial market volatility will be one of their risk priorities.

The internal risks are particularly interesting, confirming the importance of 

business continuity and pointing to two important sources of long-term liability: 

employee risks and health and safety. As we will see in the next section, these 

two risks – taken in conjunction with other findings – point to an emerging 

change in the way public entities manage risk and buy insurance.

A lack of confidence in their risk management processes

In most of Europe, risk management has yet to be adopted as a discipline in 

its own right. 76% of our respondents say though that their organisation has 

formally defined the meaning of risk management and risk for their employees. 

But only 58% thinks that this policy is well communicated and accepted 

throughout the organisation. The reasons given why policies are not well 

communicated are; the importance of these policies is being underestimated, 

or only the senior management are familiar with the policies and emergency 

care is seen as more important to our organisation than risk management as a 

management style. As most European public entities do not have risk managers, 

it is not surprising to find that these organisations are generally unconfident in 

their risk management processes. Overall, only 22% of participants say they are 

very confident in their risk management processes. This is the second lowest 

proportion in our survey, and only 2% more than among financial institutions. Of 

those who express a degree of doubt, an unusually large proportion says they are 

not at all or not very confident in their processes, as Figure 7 shows, especially 

when it comes to financial and macroeconomic risks. In the next section we look 

at what public entities are doing to respond to these and other risks.

Figure 7 : Majority fairly confident that RM processes fully address 
their risks

2 9 65 20

11 64 23

% Not at all confident % Not very confident

% Fairly confident % Very confident

Financial /
Macroeconomic

Strategic /
Operation

4

2

% Don’t know
(Base)

(48)

(47)

How confident are you that your organisation’s risk management 
processes are able to fully address the risks which face your organisation? 
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Budgets for risk management are increasing

In a time of cutbacks and tighter finances, perhaps the most notable of the 

sector’s responses is the increase in risk management budgets. In fact, 25% of 

participants expect an increase, and only 8% predict a decrease. We can get 

some idea of how the sector will develop risk management from the areas in 

which participants expect spending to rise, illustrated in Figure 8. Of those who 

expect an increase in budget, 56% say spending on training will rise, which 

suggests that public entities will try to teach their existing managers about risk 

rather than appointing dedicated risk managers. This impression is reinforced 

by the fact that only 16% mention risk-mapping tools – as risk-mapping is 

a technique introduced early on by newly appointed risk managers. It is also 

interesting to see that 32% mention insurance, perhaps another sign that there 

are public entities that do not see the point in engaging with risk management, 

as insurance is fairly commoditised. 

3. The sector’s response

”
“I, as a risk 

adviser, get 
together with 
service teams to 
discuss evolving 
and emerging 
risks and update 
risk registers. 

Risk Adviser, UK

Figure 8 : A quarter expect budget for RM to increase

% Decrease significantly % Decrease a little

% Increase a little % Increase significantly

% Stay the same

8 64 17 8

Training

Business continuity
planning

Staff /
headcount

Insurance

3

% Don’t 
know

(Base 25)

% mentioning

Areas of increase (Base 8)

% mentioning

small base size

Areas of decrease 

                       56

                40

            32

            32

Staff /
headcount

Training

Risk mapping
tools

Insurance

         50

         50

    38

25

How do you expect the risk management budget to change 
over the next 18 months? 
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Better training and information management

When asked what steps they are taking or planning to take to improve the way 

their organisation manages risk day-to-day, participants’ most common response 

is again training, especially for business managers. Over a quarter (26%) mention 

this, with the next most popular response being improving information systems 

(19%). Other steps are shown in Figure 9. 

Training for the business/business managers

Improved risk management information systems

Formal/regular reporting

Improved understanding of the business

We are reviewing/monitoring strategy/risk registers

Regular board reports or key risk metrics

Taking more care/more scrutiny

Use of third party professional risk advisors

Raising awareness of risk

What steps are you taking, or planning to take, to improve the way the organisation manages risk on an 
operational, day-to-day basis? 

                                                                                       26

                                                        19

                         12

             9

        8

6

6

6

6

% MentioningTop mentions

Figure 9 : Better information and improved training are key
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”

“[The tools we use to 
identify new risks 
are] a dashboard 
and indicators 
on accidents in 
our community, 
work accidents, 
and quality and 
performance 
indicators.

Head of Administrative  
and Legal Department, 
France
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Three approaches to risk management: improve, 
introduce, ignore

These responses are consistent with a fairly large group of participants (we 

estimate around a third) whose organisations are just beginning to introduce 

risk management. The presence of more sophisticated responses, such as using 

risk registers and reporting key risk metrics regularly to the board, shows that 

another group (perhaps also about a third) of respondents are more advanced. 

In conjunction with other signs, this points to three broad responses to the 

downturn: improving existing risk management, introducing risk management for 

the first time, and sticking to traditional approaches to risk. These three responses 

can be seen in participants’ accounts of the tools they use for identifying new 

risks and understanding existing risks, as the quotes and Figure 10 show. The 

group sticking to traditional approaches is perhaps most evident in the 10% of 

participants who say that they face no new risks.

Figure 10 : Training and seminars head list of effective tools for new and existing risks

                                                                                      14

                   7

5

5

5

5

5

5

                                               10

Training/workshops/seminars 

Research/studies/statistics

Risk review meetings/monitoring

External/independent reviews

New software/IT solutions

Meetings/discussions/presentations

Communication

Risk and vulnerability analysis

No new risks

What tools and techniques have you found effective in helping identify new risks facing your business… 

% MentioningTop mentions
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                                           11

            6

            6

      5

4

4

Training/workshops/seminars 

Meetings/discussions/presentations

External/independent reviews

Risk and vulnerability analysis

Controlling expenditure/budget

Research/studies/statistics

Reports/surveys/staff feedback

…and in helping improve understanding of the existing risks facing your business? 

% MentioningTop mentions
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The impression of three groups is reinforced when we look at what participants 

say their board is doing to improve the awareness of risk, which Figure 

11 illustrates. The largest single response, given by 28% of participants, is 

“nothing”. But the second most common response, from 16% of participants, is 

that the board is introducing a new risk management strategy, which indicates 

organisations introducing the concept for the first time. Meanwhile, there are 

organisations that already take risk seriously and are now trying to extend 

awareness of it, as this response shows: “We’re embarking on risk management 

training for all staff, with specific risk management training for department 

champions ... and making sure risk training and risk management are linked up.”

Figure 11 : A range of measures being used to improve RM
”

“[The tools we use 
identify new risks 
are] drawing up 
insurance policies.

Administrative Instructor, 
Italy

Risk appetite is very different than in other sectors

If awareness of risk is beginning to increase, what effect is that having on boards’ 

appetite for risk? Here again there are large regional differences. Overall, around 

half of our participants say that the board’s risk appetite has not been affected by 

the downturn, with the rest fairly evenly split between increasing and decreasing 

appetite, as Figure 12 shows. The public sector has the lowest percentage 

reporting a decrease in appetite for risk – among financial institutions the figure 

is 52%, with other sectors ranging between 33% and 43%.

Figure 12 : Mixed views about changes to Boards’ appetite for risk

Introducing new risk management strategy

Risk management trainings

The board driving RM strategy

Working group/committee to discuss risk
on a regular basis

Risk register/Risk capture sheet

Awareness programme

Risk is always on the agenda

Controlling expenditure/managing the budget

Introducing a crisis management plan

Nothing

What steps are your board taking to 
improve awareness and understanding 

of risk in this current environment? 

% MentioningTop mentions

                                                      16
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                     8

        5

        5

        5

    4

    4

3

                                                                                                        28

% Decrease % Stay the same % Increase

25 48 22

% Don’t 
know

Would you say that the board’s appetite for risk has increased 
or decreased in the light of the current economic situation, or 
has it had no impact?  

6
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When we break the responses down geographically, we see that the UK gives 

very different responses than other participants. In this country, where risk 

management has been embraced far more than elsewhere in Europe, only a 

third say the downturn has not affected appetite. Meanwhile a quarter say it has 

lessened their appetite for risk – and a third say it has increased it.

The explanation for this is that public entities have no choice but to take on 

more risk, as new regulations and failing companies increasingly push liability 

onto them (see Section 2). The realisation of this is greatest in the UK where 

public-sector risk management is best developed and where PPP has been most 

in evidence.

Elsewhere in the world there are attempts to change this growth in public 

entities’ liabilities – in the United States some cities are suing banks for lending 

decisions that have left city authorities with thousands of extra people to 

re-house – but in Europe the trend is clear. With risks increasingly devolving to 

public entities, better risk analysis is the only option.

A large group plans to retain more risk

This explanation is reinforced by the fact that 22% of participants – the highest 

figure for any sector is 23% – plan to retain more risk, while only 12% expect to 

transfer more. When asked in which areas they would retain more risk, 23% of 

participants mention insurance and 18% mention liability. This seems to indicate 

a move among the more sophisticated public entities towards self-insurance.

The retention of risk makes it necessary to put in place reserves that are 

appropriate for a local authority’s budgetary procedures. It is imperative to 

monitor fund balances and to forecast future claims to ensure that the fund is 

adequate to meet claims settlements.

It is most likely that organisations which have performed risk analyses are moving 

to self-insure frequent claims, such as injuries among waste-management staff. 

In Paris on any given day 16% of dustbin collectors are absent from work 

because of minor injuries, generally caused by poor lifting techniques. The money 

spent on insuring these frequent claims can be ring-fenced for use in paying 

compensation, providing healthcare and – most importantly – improving training 

and awareness so as to avoid injuries. Retaining risks such as these can save 

money which may then be used to increase limits on low-frequency, high-impact 

events such as earthquakes, pandemics and floods – the very areas in which the 

changes in liability are most likely to affect public entities. By moving towards 

higher deductibles and much higher limits on insurance policies, public entities 

can trade an increased likelihood of affordable losses against a much decreased 

likelihood of a catastrophically large loss.

A feasibility study carried out at the end of 2005, and participated in by 28 

authorities, established that a mutual owned by London authorities could 

generate significant premiums savings and, in the medium term, generates a 

substantial operating surplus for its members.
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Comparing performance among organisations

Strategies such as the one outlined above can only spread if organisations have 

some means of evaluating their risk management practices against those of their 

peers. Of the participants in our survey, 40% say they have initiatives in place for 

doing so. Most commonly, these initiatives include peer review (28%) and setting 

up a risk management group (also 28%) – other responses are given in Figure 13. 

Figure 13 : Many do not have systems in place to evaluate their RM 
practices against peers

Benchmarking/Peer review

Set up a risk management group

Through ALARM

Networking

Internal/auditors

Through questionnaires

Attend seminars/training courses

Do you currently have initiatives in place to evaluate your own risk 
management practices against those of your peers? 

% MentioningTop mentions

                                              28

                                              28

               13

               13

          10

5

5

64 17

% No % Yes

How do those initiatives work in practice?

0

% Don’t 
know
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”
“Co-operation 

between different 
authorities. We 
meet, talk and 
practice together – 
network simply.

Risk Manager, Sweden Case Study : Independent review of the Strategic Risk 
Management arrangements

In January of this year, Marsh had conducted a risk management review of the London 

Borough of Barking & Dagenham’s Risk Management arrangements. The council’s 

objectives in relation to this exercise were; to have an independent assessment of the 

council’s current strategic risk management arrangements, recognizing elements of best 

practice and also identifying opportunities for further development in accordance with 

emerging best practice. To have a prioritized plan for the next two to three years to 

enable the Council to stay at the forefront of best practice in risk management and to 

provide independent assurance to internal and external stakeholders on the adequacy 

and effectiveness of the council’s strategic risk management processes. And finally to 

build on the growing reputation of the council as it continues to strive for excellence 

in all aspects of business. This report enabled me to assure the Public Accounts and 

Audit Select Committee that Risk Management was continuing to enhance the 

Strategic decision making process within Barking & Dagenham. Where areas did not 

have the same high level of Risk Management, an action plan for improvement was 

implemented within business plans and the performance framework monitored.
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When asked if there is a sector-wide standard in their country for 

evaluating public entities’ risk management practices, most participants 

answered correctly. Discrepancies are mostly accounted for by differing 

interpretations of what a sector-wide standard is. For example, there are 

standards in several countries governing health and safety and BCM, 

which are aspects of risk management, but there is nothing explicitly 

covering risk management as a whole. The UK also has Alarm, the public 

risk management association. There is no sizeable equivalent of this in 

other European countries. However, 71% of our participants say that a 

sector-wide standard either does or would benefit them. And of those who 

believe a sector-wide standard exists, 89% say it benefits their organisation. 

Alarm came into being under its current name in the early ’90s the year 

before Municipal Mutual Insurance (MMI), which had provided insurance 

to all UK local authorities, went bust after unsuccessful attempts to address 

solvency problems. Having tried successive year on year premium hikes to 

the order of 40 - 60%, MMI imposed significant (> £100K) deductibles 

upon their larger (County / Metropolitan) clients in 1992. It was, however, 

too late and after both the public entity members, and the UK government 

at the time, declining to inject further cash, MMI ceased trading and went 

into run-off in 1993. The market changed forever with ensuing private-

sector insurers maintaining the high-deductible approach, which in turn 

forced public entities in the UK to move away from reliance on ground-up 

insurance and having to invest in risk management. The downturn is now 

exerting similar pressures across Europe.

The other factor in developing risk management in the UK was the 

introduction of the CPA (Comprehensive Performance Assessments) – 

performance in which is directly linked to government grants. The focus of 

these assessments was not only on audit but also on how risk management 

could be used to enhance the delivery of services. Now is a good time for a 

Europe-wide equivalent.
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“This report enabled me 
to assure the Public 
Accounts and Audit 
Select Committee that 
Risk Management was 
continuing to enhance the 
Strategic decision making 
process within Barking 
& Dagenham. Where 
areas did not have the 
same high level of Risk 
Management, an action 
plan for improvement 
was implemented within 
business plans and the 
performance framework 
monitored.

Risk Manager, UK
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Conclusions and recommendations

Connection is the key to success

Organisations have to become pro-active in their risk management. They need 

to anticipate new and emerging risks, and demonstrate good knowledge of the 

organisation and its environment. Establish behaviours and structures, such as 

planning ahead, group reviews of plans and your economical and social visions. 

Learn to analyse what what risks could stop the organisation from achieving 

these goals. Look at risks in an integrated way to find connections between 

the different risk areas. Information systems and early warning systems could 

help the organisation with a comprehensive overview of the risks needed for 

policy and decision making. Simply avoiding the issue of risk, or failing to try 

and understand how risks impact the organistaion will result in partiall or total 

organisation failure. Risk avoidance is no response. Try to embed a culture of 

risk awarness across all employees of the organisation. There will always be risks, 

but employees should understand that risk taking is acceptable, as long as the 

appropriate frameworks and processes have been adhered to. 

1. Raise risk management to the position it deserves

Our first recommendation is very simple: Public-sector organisations that have not 

yet formally incorporated risk management need to do so. It is the only way for 

them to manage their increasing liabilities and, more importantly, the only way 

for them to protect the citizens in their care. 

First step is to benchmark risk management performance, in order to show 

demonstrable evidence that then public entity has implemented sound and 

transparent risk management activities.

A second step would be to demonstrate that the organisation has put in place 

robust risk management framework, through an independent evaluation of how 

it compares with best in class standards, such as Alarm’s.

Concerning safety risks; the organization needs to make a risk profile of the 

area. They need to make an overview of the vital Infrastructures and a risk 

profile of all the ‘higher risk’ organizations. Cohesion is very important, the 

police, fire services, health authorities, national government, provinces, water 

boards, municipalities etc. should all work together to mitigate the risks. Public 

organisations co-ordinate risk management initiatives. 

Risk management can be embedded by training senior executives – the CEO, 

CFO, operations manager, and the heads of the legal and HR departments and 

appointing a dedicated risk manager to keep track of risks across the whole 

organisation and liaise with all the departments involved. Whichever approach 

is taken, risk management should be understood and carried out by senior 

management. Senior management needs to know what threats the organisation 

faces and has to put in place measures to mitigate and recover from such events. 

”
“Now we have to 

make people realise 
that risks can also 
bring opportunities 
and that it is not 
only about the 
threats.

Simon Davis, Risk Advisor 
Dyfed Powys Police
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2. Improve resilience and mitigate partnership risks

Risk is a cross-border issue, as the recent spread of H1N1 has shown. Public 

entities should evaluate their preparedness to these catastrophic risks, the public 

services continuity management implications and tailor crisis management plans:

Economic downturn is going to increase unbalanced risk allocation between 

private and public sector in major infrastructure projects. As several countries 

are launching a significant number of projects in revival plans, integrated risk 

management shall be implemented at design, build and operation phases. 

It would also make these projects more bankable, and public entities have a 

significant role in analysing, quantifying and allocating these risks to the different 

stakeholders: financiers (equity sponsors and lenders), contractors and operators, 

professional services, and of course the public sector itself.

3. Retain more risk to fund catastrophic and long term risks

The downturn will increase pressure on Public entities to review the design of their 

program, covers for peak risks as environmental or long term liabilities mentioned 

above, and the level of risks retained and risk control mechanisms. This should be 

a significant help to local authorities in optimising their insurance programmes by 

means of arbitrage between self-insurance and risk transfer. There should be a 

direct return on investment in risk management: total cost of risk reduction. 

”

“Risk Management 
should not be seen 
as a trade, neither 
a job. It should 
be seen as a way 
of managing. 
We should not 
only train risk 
management, but 
risk management 
should be promoted 
as a management 
style. 

Jack Kruf, President 
PRIMO Europe

”

“

Marsh has developed several guidance notes to improve resilience, mitigate 

partnership risks, and manage retention and transfer. Please contact your local 

Marsh Public Sector leader, or visit our website.

We are in the middle of society, we are all guilty. The goals we 

have are products of society. PRIMO Europe is about interfaces, 

about connecting people. Connecting construction companies with 

municipalities. Linking between society and the government people. 

Building links between politicians and engineers et cetera. It is 

about linking, it is about building interfaces. It is also about chain 

management. In public risk there are lots of stakeholders there. 

It is very difficult stuff to be quite frank to organise society which 

thinks in democracy. We organise the responsibilities to a certain 

problem. There are many stakeholders today with other interests 

for us government, politicians and managers. Who links all this 

stakeholders in one area, one problem? We should try as PRIMO 

Europe to do everything to bring this kind of chain management 

forward en share best practices. 

Jack Kruf, President, PRIMO Europe
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Public entities learn most by talking to each other. The challenges they face 

are very different than those that the private sector deals with, as they do not 

compete with each others. We have always advocated the need for public sector 

specific risk associations. National associations already exist in some countries; 

Alarm in the UK and PRIMO (the Public Risk Management Organisation) which 

currently has member associations in Sweden, Denmark, Malta, Cyprus, Belgium, 

the Netherlands and France, as well as a Europe-wide umbrella body (PRIMO 

Europe). National associations help local authorities by sharing best practices, 

advising on risk management, organising knowledge sharing events, training, 

courses etc. 

Marsh is proud to support both Alarm and PRIMO, and others associations 

globally. We wish to thank specially board members and founding Partners of 

Alarm and PRIMO who contributed to this report:

We would also encourage the fact that where there is no association, public-

sector risk managers should start to build one. The best way to do this is from 

the bottom up. Public entities should invite others in their region to meet 

and discuss risks. These regional associations can then be connected to form 

national bodies, and finally join a Europe-wide association. 

And finally we thank the great many risk managers, strategists, advisors and 

other executives from Europe’s public sector organisations who gave us their 

time to respond to our questions, sit in on meetings, and provide the quotes 

and anecdotes that have helped illustrate the research. This report would not 

have been posible without their support. 
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Methodology and contacts

Our survey included more than 200 

public entity organisations. Who 

all contribute to strategic decisions 

related to their organisation’s 

management of risk. 

The organisations varied in size and 

scope, from Europe-wide to municipal 

authorities.

Sampling was random, but we tried 

to achieve a reasonably spread over 

the countries (France, Germany, Italy, 

Spain, the Netherlands, Belgium, the 

UK and the Nordic countries). 

The interviews were conducted in 

person and by telephone from Ipsos 

MORI’s Harrow telephone centre, in 

local languages, between 11 March 

and 31 July 2009. 
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Belgium Philippe Melaerts +32 2 674 91 19 philippe.melaerts@marsh.com

Denmark Henrik Larsen +45 4 595 9550 henrik.larsen@marsh.com

Finland Seppo Saari +358 9 8677 4240 seppo.saari@marsh.com

France Pierre-Antoine Auburtin +33 14 639 8024 pierre-antoine.auburtin@marsh.com

Germany Marc Paasch +49 696 6760 marc.paasch@marsh.com

Greece Maro Markoulaki +30 210 817 6048 maro.markoulaki@marsh.com

Ireland Michael Johnston +35 31 604836 michael.johnston@marsh.com

Italy Andrea Gennari +39 02 48538 820 andrea.gennari@marsh.com

Latvia Kaspars Ummers +371 7 095 095 kaspars.ummers@marsh.com

Poland Krzysztof Kukulski +48 58 321 7350 krzysztof.kukulski@marsh.com

Portugal Miguel de Pape +35 121 311 3897 miguelde.pape@marsh.com

Romania Antoaneta Geala +40 21 232 1874 antoaneta.geala@marsh.com

Sweden Oscar Sohl +46 8 412 4304 oscar.sohl@marsh.com

Spain
Santiago Villarrubiade 

Francisco
+34 91 514 4319 santiago.villarrubiadefrancisco@marsh.com

The Netherlands Wilco de Haan +31 10 40 60222 wilco.dehaan@marsh.com

UK Brian Shaw +44 148 375 1018 brian.shaw@marsh.com
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