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Increasing Authority and Higher Organizational Profiles: 2014
Insurance CRO Survey
By Bill Spinard and Chad Runchey

WHILE THE INSURANCE SECTOR HAS LARGE-
LY RECOVERED FROM THE ECONOMIC
IMPACTS OF THE FINANCIAL CRISES OF 2008-
09, THE RISK MANAGEMENT LANDSCAPE
REMAINS FOREVER CHANGED. This is nowhere
more evident than in the changing stature, authori-
ty and visibility of
chief risk officers
(CROs) across the
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The crisis afforded
CROs the opportu-
nity to demonstrate
their  value—an
opportunity many
seized by helping
to de-risk balance
sheets and navi-
gate their compa-
nies through the
turbulence. Today,
intensifying and
constantly chang-
ing regulatory, eco-
nomic and com-
petitive challenges mean their skills remain in high
demand. Indeed, there is a pervasive sense across the
industry that risk management (and therefore CROs)
have become essential to nearly all aspects of the
business.
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To understand the changing landscape, EY insurance
risk analysts interviewed chief risk officers and senior
risk executives from more than 20 North American
insurance companies. Collectively, the companies have
significant business operations in all major sectors of
the insurance industry, including property and casual-
ty and life business. Further, respondents came from
both mutual insurance and stock companies and from
organizations under different regulatory regimes. We
asked these executives questions related to CRO roles,
regulation, organization, risk quantification and future
outlook.

The survey results highlight the ongoing evolution of
the role and confirm the increasing impacts of regula-
tions that resulted from the financial crisis. The events
of a few years ago are still shaping the agendas of
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many CROs, even as their activities focus to a greater
extent on the effectiveness of risk management pol-
icies and processes. Further, they are spending more
time with their boards and senior business leaders—a
fact that underscores the increased impact of many
CROs on the business and that industry leaders have
become more aware of CRO capabilities. That CROs
are involved with more types of business issues is
testament to the value they have been adding to their
organizations in the last several years and a harbinger
of the opportunities that lie ahead.

We conducted the survey via interviews from October
through December 2013 against the backdrop of
increasing calls for coordinated regulatory regimes at
national and international levels. As such, the answers
reflect many of the mega-trends and major develop-
ments that were taking place in the broader sector
during that time. It is particularly important to note
that the majority of surveys were conducted before
the release of the most recent report from the National
Association of Insurance Commissioners (NAIC)
regarding the content recommended for inclusion
in the Own Risk and Solvency Assessment (ORSA)
reports. Similarly, the Federal Insurance Office (FIO)
released its report about the modernization of insur-
ance regulation after most of the surveys were complet-
ed. It is likely that insurance CROs may be rethinking
their views on critical regulatory issues.

Several major themes can be seen in this year’s results:

1. THE EXPANSION OF CRO AUTHORITY

CROs are spending more time interacting with
boards and senior management. This higher orga-
nizational profile shows that insurers have on their
radars a broader range of issues—including emerg-
ing risks such as cyberterrorism and data privacy.
More important, it seems that these risks are more
clearly perceived and considered more significant
by the highest levels of executive leadership. That
is certainly true when 2014 survey results are
compared with those from previous surveys. This
may be evidence of CROs’ success in identifying
such risks and clarifying their potential impact on
the business. There is a growing recognition that
CROs bring a forward-looking perspective and a
unique set of analytical tools that can help leader-



”Trying to comply with changes in regulatory and
accounting/actuarial environments at the same time is
impossible. There is no one regulation that presents the
biggest challenge, but rather the combination of all at thﬁ
same time that makes this a hugely challenging process.

ship understand the implications of emerging risks.
In other words, CROs have seized the opportunity
highlighted in survey results from 2013 and the
trend of rising CRO prominence has continued.

One survey respondent described the evolution
this way: “The CRO role is changing from being
a ‘brake’ to being a ‘copilot.” More knowledge
of capital management and financial management
will be required for CROs as they become decision
making members of the executive suite.”

2. THE SEISMIC SHIFT IN BOTH
DOMESTIC AND INTERNATIONAL
REGULATIONS

It’s difficult to overstate the potential impact of
regulatory changes. Survey respondents described
their effects as “tsunamis,” and are clearly spend-
ing a lot of time thinking about the new regulatory
regimes. As such concerns move up the corporate
agenda, CROs are being asked to lead preparations
and organize broad frameworks for the cumulative
and interrelated effects of different layers of regula-
tions. Efforts to comply with the ORSA recommen-
dations are ongoing, but most companies are con-
fident they have adequate plans in place and will
meet the deadline. There is also a shared belief that
the long-discussed international capital standards
and group supervision will soon be an everyday
reality. On the domestic front, there is a small but
growing group of companies that want to upgrade
the state-based regulatory system in the United
States, perhaps through the adoption of a hybrid
model. These themes are being echoed across the
industry. For instance, in an August 2013 report,
the Financial Stability Board (FSB) criticized the
state-based regulatory system and called upon the
federal government to assume a greater role. The
partial convergence of United States and interna-
tional regimes is increasing the urgency of finding
a common framework.

As one survey participant put it, “Trying to comply
with changes in regulatory and accounting/actuarial
environments at the same time is impossible. There
is no one regulation that presents the biggest chal-
lenge, but rather the combination of all at the same
time that makes this a hugely challenging process.”

3. SHIFTS IN THE CRO FOCUS—FROM
SURVIVAL TO EFFECTIVENESS

While low interest rates remain an issue, risk-man-
agement dialogues have shifted away from compa-
ny survival (which was common in the immediate
aftermath of the financial crisis) toward a more
strategic and longer-term view of risk management
effectiveness and decision support. There is a sense
that balance sheets have been mostly de-risked to
their desired level and investments are performing
as expected. Thus, CROs can invest a higher pro-
portion of their time and energy in other areas, such
as seeking ways to embed more data- driven and
analytics-based practices within their operations.
The key question for many CROs has shifted from
“are we doing the right things?” to “are we doing
things right?” They are also seeking new patterns
of engagement with the business. One survey
participant commented that “the key is to improve
dialogue with the board and key stakeholders on
risk, and increase board knowledge of risk man-
agement.”

Overall, the results make clear that the ongoing “risk
journey” has entered an important new phase and that
CROs will continue to have a seat at the table as their
agendas and charters are aligned to the industry’s top
concerns. Thus, the evolution of the role of the CRO
seems certain to continue. A diversified set of respon-
sibilities and increasing priorities will place a premium
on communication and lead to more direct engage-
ment with the board and senior business leadership.
Meanwhile, the proliferating risks faced by insurers
are likely to fuel further expansion of authority for
CROs, as well as influence the ways they interact with
the business.

At the same time, it is impossible to overestimate the
profound impacts of regulatory change. There can be
no doubt that CROs have a larger role to play—as well
as more value to add—in shaping the conversation
with regulators and in helping their companies prepare
for compliance with these new demands. Despite the
turbulence and shifts that CROs face in their daily
jobs, it is no coincidence that their increased focus on
the effectiveness of their efforts resulted in raising the
organizational profile of the risk management function
and increasing its value contribution to the business.

Risk management | DECEMBER 2014 | 21



Recent Publications in Risk Management

As an ongoing feature in Risk Management, we will provide recent publications we find noteworthy
to our readers. Please send suggestions for other publications you find worth reading to dschraub@
soa.org, or cheryl.liu@pacificlife.com.

Principles of Operational Risk Management and Measurement
CFO Forum, September 2014

The 2014 White Paper on operational risk is an update to the 2009 CRO Forum White Paper. The White Paper
summarizes the important principles and considerations that should form part of the best practices for the man-
agement of operational risk within an insurance company. Additionally, a section dedicated to the measurement
of operational risk has been introduced with the notion of providing guidance and considerations to the quan-
titative aspect of operational risk. The premise of this White Paper is to present principles of operational risk
management whilst maintaining focus on the important aspects of the quality of business and risk management
processes.
http://www.thecroforum.org/wp-content/uploads/2014/07/Principles-of-Operational-Risk-Management-and-
Measurement_Final.pdf

Regulatory Risk and North American Insurance Organizations
Casualty Actuarial Society, Canadian Institute of Actuaries and Society of Actuaries, 2014

The Casualty Actuarial Society, Canadian Institute of Actuaries and Society of Actuaries jointly sponsored a
research paper on North American regulatory structures that involve insurers. This report takes a focus on reg-
ulatory risk in the North American insurance company environment and strategies to minimize regulatory risk.
https://www.soa.org/Files/Research/research-2014-reg-risk.pdf

Risk Communication

Aligning the Board and C-Suite—Why every executive should care about effective risk
communication

Oliver Wyman, Oliver Wyman, 2014

A report produced by Oliver Wyman'’s Global Risk Center together with the Association for Financial Professionals
(AFP) and the National Association of Corporate Directors (NACD), examines what it takes to develop best-in-
class risk communication.
http://www.oliverwyman.com/insights/publications/2014/feb/risk-communication-2014.html

Global Risks 2014 report, Ninth Edition
World Economic Forum, 2014

Global Risks 2014 report, Ninth Edition offers a snapshot of how more than 700 industry leaders and experts
perceive evolving, interconnected risks that cut across national boundaries, the economy, technology, society,
and the environment.

http://www.weforum.org/reports/global-risks-2014-report

Survey on Model Risk Management (MRM) Practices in the Financial Services Industry

KPMG, Summer 2013
https://www.kpmg.com/US/en/services/Advisory/risk-and-compliance/financial-risk-management/Documents/
kpmg-model-risk-management-practices-survey.pdf

Exploring Strategic Risk: A global survey

Deloitte, 2013
http://www.deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/us_grc_exploring_strategic_
risk_093013.pdf
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