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JOE PLUMERI

Joe Plumeri has been chairman
and CEO of Willis Group Holdings
since October 2000. Before
joining Willis, he spent 32 years
as an executive with Citigroup
and its predecessors, and was
CEO of Citibank, North America.
Plumeri has been an outspoken
commentator on standards
among insurance brokers.

He has a keen interest in sport
and philanthropy.




INTERVIEW // JOE PLUMERI

Making businesses

SHOCK-PROO

Today’s global economy is full of new risks — increasing resilience is
vital in ensuring companies can bounce back from adversity. CEOs,
risk managers and the insurance industry all now have a crucial role to
play, explains Joe Plumeri, Willis chairman and CEO.

WORDS: SIMON CHALLIS

Why has the issue of resilience become so important
to companies compared to ten years ago?

JP: Businesses today are faced with a dramatically different
risk environment to that which they faced ten years or so
ago. The risks they face now are multifaceted and complex.
Natural disasters like tsunamis have always been a horrific
threat. But now because of the way globalised supply chains
are interconnected and coiled so thinly across the world,
the impact of an event on the scale of the 2011 Tohoku
earthquake and tsunami is truly shocking.

The concentration of certain industries in different
high-risk locations around the world, like high-tech
manufacturing in Japan or oil and gas exploration
in the Gulf of Mexico, has exacerbated this problem,
because a disaster in one place can have severe knock-on
consequences around the world.

Businesses are also increasingly reliant on critical
infrastructure, like the internet. While the internet clearly
makes it much easier for businesses to market their
products and services, at the same time their reliance on this
medium of communication has opened them up to new and

complex risks. The risk of cyber attack or cyber espionage —
whether the perpetrator is a lone ‘hacktivist’, a foreign power
or abusiness competitor - is one of the biggest issues for big
businesses now. Add to this list the foreseeable, but largely
unexpected risks of the past few years - like the financial
crisis, the Arab Spring and volcanic ash clouds - and you have
adangerous (and potentially explosive) cocktail.

Itis no longer possible for organisations, as they
increasingly span the globe, to avoid these sorts of threats
altogether. If you're a big global player, you can’t hope to
sidestep all these issues forever. Sooner or later, you're going
to be hit by something. Sure, you can prepare for what you
know about. But what about those hidden risks you have yet
to consider?

More and more companies are asking themselves if they
are resilient enough to withstand huge shocks no matter
where they come from. Often the difference between life and
death is having deep enough pockets to ride out the storm
- that’s where insurance can help, because it provides the
liquid capital a company needs to instigate a crisis response
and settle the ship. That’s resilience.
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>> Has globalisation made companies more
vulnerable?
Globalisation has made businesses more efficient and
opened up new markets for them, but it’s also made
running a business much more complicated and
rendered them more vulnerable in ways. A typhoon in
Taiwan, for example, can stop a US computer-maker
from getting the microprocessors it needs for its
laptops. Companies can’t insulate themselves from
the outside world anymore, so they have to work out
how to deal with a crisis they haven’t caused.

So risk management has become a more
important part of how companies are run?

Yes, it’s had to. Risk management has leapt up the
corporate agenda, particularly in the wake of the
financial crisis, which exposed so many apparent
weaknesses in the way companies manage their risks.
But there is still progress to be made.

In fact, there is a huge opportunity for risk-
management professionals to seize the spotlight and
use it to their advantage. It’s important that corporate
risk managers - if they want to be seen as trusted
advisers to the board - have a good handle on the
multitude of threats facing their organisations. This
can be extremely hard. Indeed, the role of the risk
manager has now come to encompass so much that
it’s imperative they get the right advice and assistance,
which adds real value to their organisations.

One example of this could be if a company’s board is
considering a new investment - say, a big factory - in
some volatile part of the world. If the risk manager
can show, using sophisticated risk assessment and
analysis tools, that in fact the proposed site is prone to
earthquakes or flooding (and actually the data shows
that alarge catastrophe is well overdue), then they
are adding significant value to that discussion. The
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board might still decide to go ahead - it’s up to them
to decide the company’s risk appetite — but the risk
manager has done their job.

Does this mean risk managers have a higher
profile within their organisations?

Yes, I think it does. Companies are increasingly
recognising what an important role risk managers
play today. Their role isn’t simply to buy insurance
for their physical assets at the most economic rate.
The uncertainties in today’s business world mean
companies need to have experts who own all of these
issues ranging from resilience and sustainability to
crisis management and business continuity. These
are exactly the kind of skills that a professional risk
manager provides.

To be truly successful, risk managers need to be in
tune with the strategic direction of their company.
It’s important that they are close enough to the board,
to the CEO and the CFO, that they feel comfortable
asking the tough questions: how sustainable is our
business strategy over the long term? And, crucially,
have these emerging threats, which could have an
impact on that strategy, been considered?

These are fundamental questions about a
company’s future and risk managers have a vital role
to play in helping improve that company’s resilience
and sustainability over the long term. Tapping into
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As the risk management role has changed, we’ve had

Wl l I IS Wl re to evolve alongside it. What we do for our clients goes

blog.willis.com

way beyond what traditional brokers were doing
20 years ago. Our associates are, first and foremost,




2010 201
February 2010
June 2011

experts in the industries that they cover - whether
that’s construction, pharmaceuticals or aviation - as
well as risk management solutions. That’s really
important, because in order to tailor the right

risk management solutions for each individual
client’s needs our associates need to understand
thoroughly the risks and the environments in which
those clients operate.

What are the biggest issues confronting your
clients today?
Probably the number one concern for most
businesses today is the economy. Whether youre a
small, medium or multinational organisation, you're
going to be impacted in some way by the dips and
dives of the global economy.

Large companies are in a better position
because they are normally well diversified, which
means if trade is dropping off in one area, it could
be picking up in another part of the business.
Smaller companies aren’t so lucky. But it is worth
remembering that those smaller companies are
often the suppliers to the larger players, and if one of
those suppliers goes under, it can lead to problems
for the business that is buying those products
or components - particularly if it’s in a niche or

specialist area where there are few or no alternatives.

But the economy is not the only concern.
Political uncertainty is a big issue for multinational
companies, particularly for those that have to
operate in politically unstable countries. Many
companies in the extractive industries, for example,
have no choice but to send people to some volatile
parts of the world because that’s where the raw
materials are found.

Many of these countries have populist
governments that aren’t too ashamed to seize a

company’s assets if they fancy a slice of those profits.
So resource nationalism is a big worry, especially in
Latin America and some parts of Africa.

In addition, just because a company’s operations
are overseas doesn’t mean that it isn’t under the same
level of media and public scrutiny as it would be at
home. Wherever they are in the world, companies still
have to maintain their duty of care to ensure a safe
working environment for their number-one asset -
their people.

The insurance industry has had to respond to this
rapidly changing risk environment. The Arab Spring
is a good example. There were a number of clients
who were affected by the regime changes in several
countries in North Africa or the Middle East. How
these events are defined - were they a revolution, a
war, a spontaneous uprising or just a series of riots? —
makes a big difference to whether a claim gets paid or
not.

The fact is that several companies were left in
the lurch because the insurers refused to pay their

claims on the basis of these different interpretations.

Inresponse to events like this, insurance contracts
are increasingly moving away from a traditional
perils-based approach, where a trigger event has
to be defined, to a more broadly encompassing ‘all
risks’ approach.

Insurance is different today, and Willis’s role is
different too. We’re a professional services adviser.
We enter into a partnership with our clients to help
them build up the resilience of their business in
amuch riskier world. We help them to make the
transition in their minds from buying insurance
at the cheapest price to realising that what they’re
buying is a solution that will make their business
more resilient and help them to achieve the goals
they’ve set out in their business plan.m
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MILESTONES
OF THE

PLUMERI ERA

Willis returns to the stock
market under the ticker
symbol WSH with an IPO on
the NYSE.

Willis drafts the Client Bill
of Rights and becomes the
first foreign-controlled
broker in China.

Willis launches its ‘Shaping
our Future' strateqy for
growth, efficiency and
client value.

Willis moves into first-class
office space at the One
World Financial Center in
New York.

Willis opens London HQ,
The Willis Building in Lime
Street, and acquires Hilb
Rogal & Hobbs.

Simon Challis is a
writer and media
consultant specialising
ininsurance. He has
written for Reuters,
Business Insurance
Europe and Reactions.




