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Abstract
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The objective of this article is to identify and explore the fundamental
issues necessary to design an integrated model of financial risk (hereinafter
referred as “FR”) and operational risk (hereinafter referred as “OR”) within the
framework of enterprise risk management (hereinafter referred as “ERM”) for
the insurance? industry. The objective was achieved by conducting an
exploratory study on four major European insurers in connection with their ERM
practice. The result suggests that quantification of OR is itself complex and the
aim to integrate OR with FR for diversification purpose is theoretically
problematic given their nature in the insurance business. However, a balance
between the quantitative and qualitative approaches towards the management of
OR could best serve the purpose.

2 Insurance includes reinsurance.





