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SUMMARY

Irish local authorities and their insurer have experienced increasing liability losses
during the past ten years. To combat this situation their insurer requested the local
authorities to implement a risk management programme. Risk management is aimed
at reducing the cost of risk by identifying, evaluating and handling risk by both
physical and financial means. As a management function risk management should
form part of the formulation of the strategy of the organisation, strategy being a
means of setting direction in the long term. Once formulated a strategy must be
implemented. This dissertation reviews the methods used by the insurer and the local
authorities to implement a risk management programme and establishes the barriers
that were faced during the course of implementation and the attempts made to
overcome them. It considers the integration of risk management into strategy and

recommends a tentative means of overcoming the problems of implementation.
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DECLARATION

I declare that 'The implementation of a risk management
programme in Irish local authorities’ is my own work and that
all the sources that I have used or quoted have been indicated
and acknowledged by means of complete references.



ACKNOWLEDGEMENTS

1 would like to acknowledge the assistance of my wife Wendy Greenford for
patiently going through this research and pushing me to completion with her
insightful views and most valuable comments; Professor Nick Rees for his help
in formulating ideas and examining the research transcripts so diligently and for
the help of Professor Gawie Du Toit who so kindly put aside time to see me in

London and to review the many drafts and make helpful comments.



TABLE OF CONTENTS

Page
Acknowledgements.............. ceeessesssancans ceressasascessesane corsrens veverscansll
LIST OF ILLUSTRATIONS ....... cettererereseccenasn ceeeseseren ceveenvensene xiv
LIST OF TABLES...... Cesetessrsesnssnsesaserasnanssnne seseetessnsanninn vareressXV
LIST OF APPENDICES .....cccocictimiccniiiiercsconcsnsanssescrssesesecssssenes xvi
CHAPTER 1 THE NATURE OF THE RESEARCH................ ceerees .1
1.1  Background to the T€SEATCh.........covveiiriniirereeneeinrrereeniennennenenaens 1
1.2 The problem ........coiiiiiiiiiiiii it r e e e ra e e 5
1.3 ObJeCHVES o ereeiieiie i it e ree et e e e e e e ren e e et ans 6
1.4 MethOdOIOBY .. o.oiiieiiiiiee e e et e v e neeas 6
1.5 Limitations of the research.............ocvvvieiiiieieiiiiiiiiiiciieerreeans 9
1.6  Theoretical framework ...........ocoiiiiiiiiiiiiiic i e eaas 10
1.7 Significance of the research .........cocvviiiiiiiiiiiieniierniereeenae, 16
1.8 Plan of the study ......coiviniiiiiiiiii e e eas 18
R A 1111111 1 o PPN 19
CHAPTER 2 IRISH LOCAL AUTHORITIES ........... sessesesessnrarone 20
2% N €115 (o T4 1 1o o | PPt 20
2.2 Background to local authorities .......c.coevvvneeeiaiiniiniiniiinnniecnne, 20
2.3 Organisational structure of local authorities.............c.cocoiiieiiinin, 22

2.4 Functions of the 10cal AUthOTItIES .....vveetiiiiiietiatirriiirirarernnnes 25



2.5  Powers of the local authOrities ..........cceuvevenvenveicniiiiirrenieeeneee, 26
2.6  The financing of local authorities..........veveveriverenererieiiaennannnen. 28
2.7  Legal liability of local authorities........c.cvveeriviurernerneneiennenenennne. 31
2.8  The insurance of local authorities........ocuvuvinenrerrereeeeiiiieeieaana. 33
2.9 SUMMALY .coriiiieiiiii e s e e e e e e e e e s e e et eaaenan 37
CHAPTER 3 THE FORMULATION OF STRATEGY ............. vesenes 39
3.1 INrOdUCHON ...vteeciiiniie e et e et e e aas 39
3.2 An overview of the nature of Strategy.........coeeveveieiiiiiiiiiinnnnnnnns 39
3.3  Strategic management in local authorities ........coceevevereeninrninenennn... 46
3.4  The nature of risk management .............oveueimnveieiiiiiiinienenennennn. 52
3.5  The risk management ProCESS ......vuviririiereneeeenecrarneeenenrnrneieaennns 57
3.5.1 Identification of risk.......ccocvveiiiiiniiiiiiiiiiiiiiiniina.. 58

3.5.2 Evaluation of risk.......c.ooieiiiiiiiiiiiiiiiiiiiiiiieeens 58

3.5.3 Risk control.........covoeiniiiiiiiiiiiiiic e 58

3.5.4 FInancing risk .....ccvvneieininiiiiiiiiii e 59

3.5.5 Monitoring the risk management programme.................. 59

3.5.6 Criticism of the Process.......cocvvvviiiiiiiiiiininiiiiininenen.. 59

3.6 Formulating functional Strategy .........cccocviiiiiiiiniiiniiiiiiniann.. 60
3.6.1 Risk management SITategY ........ceuvuierneinrnineiiininenenens. 61

3.6.2 Operational obJectveS....oovieiiiiiiiiiiiciiiiiieeeeananea, 65

3.6.3 Operational Strategies..........o.veeeeeniieiiniiiiiiniiiiennnnnn, 66

3.6.4 Risk management poliCies ...........cccvvvvreniivirinininininens. 68

3.7 SUMMALY .ottt 70



CHAPTER 4 IMPLEMENTATION OF A STRATEGY FOR

4.1

4.2

4.3

4.4

4.5

MANAGING RISK IN A LOCAL AUTHORITY ........72
INtrodUCHON ....evvniiiieiiiiiii e 72
Institutionalising the SIrategy ........cccveveieirieiiieiiinininiiiiiiieanaeane. 72
4.2.1 The structure of the organisation ............cceveevnvvnennnnen. 74
4.2.2 Leadership ....covveiiiiiiieeiiiiiee et 76
4.2.3 Organisational culture .........cccveeeeieiniiiiiiiiiiienennnnens 78
4.2.4 Organisational SYStemMS ........c.vuieiurrieiniieieiiniiiiiineaa. 81
4.2.5 RESOUICES ...oueneininiiiiiieiiiiiiic e 82
Barriers to strategy implementation ...........ccocveveiiiiiiiiiiininiiaa.., 82
4.3.1 General diSCUSSION ......o.vnereeiiiisiieiniiiriiiceeaes 83
4.3.2 Barriers to strategy implementation in public bodies ......... 86

4.3.2.1  Institutional impediments........ccoceevernrrnnennen. 86
4.3.2.2  Environmental impediments...............ceeuennn.. 87
4.3.3 Barriers to the implementation of a health and safety
PIOBIAIMINE . ...\ ueneennianeiaeeeeneennsrncensssessasessencesnsanes 90
4.3.4 A framework for understanding barriers to implementation.93
4.3.4.1  Structure of the organisation..............cceeunees 93
4.3.4.2  Resource implications.........cocvevereverereninnene. 94
4.3.4.3  POWET SIUCUTES ....cuvnininainininineiesineaeaann, 94
4.3.4.4  Organisational Systems.........c.ceevrinrninininnen. 94

4.3.4.5 Culture 94
Overcoming barriers to implementation ............ccoviiviiiiiiinninene., 94

Developing a model for overcoming barriers to implementing a risk
management programme in local authorities............ocovvinininin. 102

4.5.1 Analysis of the environment...........ccoovvvvininiiiiinnnn.. 102



4.5.2 Formulation of a strategy .........cciveveeiiiiiiiiiieinninnnan., 103

4.5.3 Communication of the strategy ..........cccoevvieieinanennn.. 104

4.5.4 Structure of the organisation .........c..cceevevviineniinnenne.. 105

4.5.5 POWeT SITUCLUTES ....cueneeniiiiiiiiiiiieein e, 105

4.5.6 ReSOUICING ...vvvvinniiieiieiciee e 106

4.5.7 Management systems within the organisation................ 106

4.5.8 Culture of the organisation .........c...eeovveiineiniinenenn.. 107

4.5.9 Implementation of the strategy............c.covevviiieinnnnnnnn. 107
4.5.10  Monitoring the Strategy ...........ocvvviriiiiiiiieieinreninenans 108

4.6 SUMMATY .ottt e ettt se e e enaes 108
CHAPTER 5 METHODOLOGY .....cccecevererescnrsercrsesececscscences . 110
5.1 INrodUCHON c..vitiii it e a e 110
5.2.  The case study approach .............cceoiiviiiiiiiiniiiiiiiiieens 112
5.2.1 Validity of the case study method ..........cocoviiiiiiiiie 112
5.2.1.1  Construct validity........c.ocoeviiiiiiiiniiinininnn. 113

5.2.1.2  Internal validity ........coovniiiiiiniiiniiiniin., 113

5.2.1.3  External validity ........ccococvviiiininininiinnan. 114

5.2.1.4  Rehability......cccoviiiiiiiiiiniiiiiiiiiiinnniane. 114

5.2.1.5 Interviewing biases...........ccoerieiriieinennennn. 115

5.2.1.6  Application to the research objectives........... 116

5.2.2 Selection of the case studies........cccoovvvveveviininennnnnn.. 116

5.3 Commencing the research..........ccooeiiiiiiiiciiiiiiiii 118
5.4  Data collection.........coiiiininiiiiiininiiiiii e 119
5.4.1 Bias in the collection of data ............coooviiiiiiinnni, 120

5.4.2 | D111 S w s () 1 S 121



5.4.3

54.4

5.4.5

Checklist for interviews with local authorities............... 121
5.4.3.1  Formulation of strategy for risk management .. 122
5.4.3.2  Implementation of strategy for risk

MANAZEMENT «..einsieensrnernrriseaerrascansennans 122
5.4.3.3  Risk management poliCies...........ccunennnennn. 122
5.4.3.4  Structure of the organisation...................... 123
5.4.3.5  Values of the organisation................ccuenee.. 123
5.4.3.6  Implementation of systems in the organisation

for risk management ...........coceiiieinniinnnn.n. 123
5.4.3.7  POWEr StIUCIUTES .....ceuvrerniriiiiieneasenaanans 124
5.43.8  Communication ..........c.ceveuvnrinininieinnnn.. 124
5.4.3.9  Skills of staff and management ................... 125
5.4.3.10 Impediments to the implementation process .... 125
5.4.3.11 The nature of risk management in the

OTaANISAtION. ...ueureneisieeeiiiirrareneneteanennas 125

Questionnaire for establishing the extent to which nisk

management had been implemented.............cocoeinet.e.. 126
54.4.1 Risk management philosophy and statement.... 127
5.4.4.2  Identification of risk..........coeeiminiiiiiiiiinn. 127
5.4.4.3 Evaluation of risk.....c.cocerniiieiiciiiiiinnnnn.. 127
5444 Riskcontrol.........cccovriiiiiiiiiiiiiiiiiinnin, 128
5445 Losscontrol ........ocoveiiiiiiiiiiiiiiiicieeeen. 128
5.4.4.6 Financing risK........ccoeeiiiiinniiiineininn.e. 128
5.4.4.7  Monitoring the programme..............c.ccccuenn 128

Interview with IPB...........c.oooiiiiins 129
5.4.5.1  Formulation of strategy fdr risk management .. 129



5.4.5.2  Implementation of the risk management

strategy 130
5.4.5.3  Impediments to the implementation of the risk
management Strategy ......coevevvnriniiniiinaennens 131
5.4.5.4  Overcoming barriers to implementation......... 132
5.4.6 DoCUMENtS ..ot 133
5.4.7 Claims hiStOTy ......ccvinineiiiiiiiien e 133
5.5 Analysisof the data.........c.coeuviiiiiiiiiiiiiiii e 134
5.6 SUMMATY ..evininiiiiii it eaes 135
CHAPTER 6 RESEARCH FINDINGS .....ccciccetmeecnianecensoncnanens 136
6.1  IntroduCtion ..........couieeniininiiiiiiii i eae 136
6.2  The Extent To Which Risk Management Has Been Implemented In
Local authOTItes. . ..couiiiiriiiiiii e aeas 136
6.2.1 Offally ...oeoniniiiiiiiiiiiie, ...................... 137
6.2.1.1  Discussion of the scores achieved on the
research scales.........cooeveviiiiiiiiiiiiiieninan. 137
6.2.1.2  Involvement of the appointed risk manager in
the programme .......c...ooeeeiniiiiiniininiiniinns 138
6.2.1.3  Publication of a risk management philosophy
and statement..........coeveiniiiiniiiiiiiiiaa 138
6.2.1.4  Risk analysis in Offally county council.......... 138
6.2.1.5  Insurance Programme ............ocoeevseneennenens 139
6.2.1.6  Conclusion.......cccovvineniinininniiiiinniniinans. 139
6.2.2 Monaghan.........ccooiiiiiiiiii 140

6.2.2.1 Discussion of the scores achieved on the
1ESEATCh SCAlES. ciiiiiiiiriisiiiiiiiieiiiiasnsnnnnas 140

6.2.2.2  Involvement of risk manager in the programme 140

6.2.2.3  Risk analysis in Monaghan county council...... 140



6.2.3

6.2.4

6.2.5

6.2.6

6.2.2.4
Wexford

6.2.3.1

-----------------------------------------------------------

Discussion of the scores achieved on the
research SCales...ooivinin i

6.2.3.2  Risk management philosophy and setting of
ODJECHIVES +.uviieiieiiiicie e e eri e eeaas
6.2.3.3  Involvement of the risk manager in the
PTOZTAMIMNE. .. eueeaeraerneaneraeanaanraerseansnanes
6.2.3.4  Risk analysis within the authority ................
6.2.3.5  The insurance programme..........cceevrenrunnsn.
6.2.3.6  ConcCluSionsS.......covevvvenreereiiiininreennenenens
Donegal ......cooiniiiiii e
6.2.4.1 Discussion of the scores achieved on the
research scales.........ooeviviiiiiieiiiininincnineens
6.2.4.2  Involvement of the risk manager in the
PrOZTAMIME. ... euenennrnesensrneenenensssinennsncnsns
6.2.4.3  Evacuation procedures ........cococvevnriiininennn.
6.2.4.4  Insurance Programme ........c.covevsenenenacnnnnes
6.2.4.5  ConclusionS......ccoevevrnreneiieiiiiniicisinccnene,
Waterford Corporation..........c.cocveiiiniiiiiiniiinninninenes
6.2.5.1 Discussion of the scores achieved on the
research scales..........oovvveiiiiiiiiiiiiiiiiinnnns
6.2.5.2  Involvement of the risk manager in the
PrOZITAMIMNE. ..c.ousveeneneneraenseeeneiaesrasnsaranss
6.2.5.3  Risk analysiS........cccviieiiieiiiiiniiiinns
6.2.5.4  The insurance programme..........ccceeuerenensns
6.2.5.5 Conclusion......c.coeeveenerimiiaiiiiiiiiinriaennnes

Tipperary North........ccoooviiii



6.3

6.4

6.2.6.1  Discussion of the scores on the allocated by

IPB and the research scale...........c.cceeenennn. 147
6.2.6.2  Involvement of the risk manager in the
PTOZIAMME. .. usneensenreneenneeseensenrieeassesnens 148
6.2.6.3  Insurance programme ............ceeeeruvninnnnnn. 148
6.2.6.4  Conclusions........ccceuvuirmininiininiiiiiinnninnns, 148
6.2.7 Limerick Corporation ...........cceeeeeievininiiniiiiinnenen, 149

6.2.7.1  Discussion of the scores achieved for
implementation of the risk management
U T a1 11 11T 149

6.2.7.2  Involvement of the risk manager in the

PTOZIAMME. .. eueenneenereeneannrneinnrvennsnanns 149

6.2.7.3  The insurance programme............ccovuennrnnns 149

6.2.7.4  Conclusions..........ccveveimvivnrniiiiiiiininnenes 150

1 6.2.8 Limerick County Council..........cceveeiinieienininienennnnss 150
6.2.8.1  Discussion of the scores achieved on the two

SCAES  iiiiiiiiieie 150

6.2.8.2  Involvement of the risk manager................. 150

6.2.8.3  Conclusions.......ccoevevniniinineniiiniiinininnn., 151
6.2.9 Scores allocated to the local authorities in respect of the

1MPlementation PrOCESS ......cceeveirinieeenererarreneeraennnns 151

Risk management and strategy in local authorities....................... 152

6.3.1 The formulation of risk management strategy in local
AULhOTIHES . ...ttt 153
6.3.2 Risk management strategy - functional level................. 154

6.3.2.1  The local authorities formulation of strategy ... 154
6.3.2.2  IPB's formulation of strategy ..............ccves 156
6.3.2.3  Policies - IPBmanual ............ccoiiiiiiiiiin, 156

The perception of risk management ..........cccovevniiniineiiiiieenninn, 157



6.5
6.6

6.4.1 IPB's perception of risk management......................... 157

6.4.2 The local authorities' perception of risk management...... 164

Reasons for implementing a risk management programme ............. 166
Implementation of the risk management programme .................... 168
6.6.1 Structure of the local authorities..........coeeveveininininnnn.. 170
6.6.1.1  The appointment of a risk manager.............. 170
6.6.1.2  The appointment of a risk controller............. 170

6.6.1.3  The formation of a risk management committee171
6.6.1.4  Barriers to implementing the structure........... 171
6.6.2 Resource implicationsS .........cceeiieiniiniiniiieiiinineinnnanes 172
6.6.2.1  Resources for the physical control of risk....... 172
6.6.2.2  Resources for additional staff..................... 172

6.6.2.3  Barriers to implementation of the programme.. 173

6.6.2.4  Overcoming barriers to implementation......... 174
6.6.2.5  ConcClusionS..........ccovveiniiiniiiiniiiiiininn, 175
6.6.3 Power structures within local authorities..................... 175
6.6.3.1  The power blocs .......covviveiriiiiiiininnininne, 175

6.6.3.2  Affect on the risk management programme..... 176

6.6.3.3  Overcoming resistance .........coeerveenenvnennnn. 178
6.3.3.4  SUMMATY...c.oicviiniiiiniiiiiiiierenrrrieeaan, 179
6.6.4 Local authority risk management Systems.................... 179
6.6.4.1  The system recommended by the IPB ........... 180
6.6.4.2  Claims management SyStems..........ccceununenn. 180
6.6.4.3  Use of the claims database ........................ 182

6.6.4.4 Risk Identification ........ccovvvviereerrenrennnnnnnns 182



6.6.4.5  System of handling insurances.................... 183

6.6.4.6  ConCluSiONS......ceeineniieinininiiiiiiineieenaas 184
6.6.5 Culture of the organisation ...........ccvevveeviiniiieennenn., 185
6.6.5.1  Relationships between staff........................ 185
6.6.5.2  Staff empowerment........cecevevervreenennnnnnnnn, 186
6.6.5.3  Attitude to risk management ...................u.e 188
6.6.5.4  Attitudes towards risk...........cooviiiiiiil, 188
6.6.5.5  Conclusion.........cooeviviiiiniiiieiiiiinninninans, 189
6.6.6 ComMmUNICAtION ..e.evnrneniniinisiieeiniiirneereaieeanes 189
6.6.6.1  TraNING ...c.oeveieiniciiieininininiiinniaaeane, 189
6.6.6.2  Communication to external stakeholders........ 191

6.6.6.3  Communication of the strategy by the IPB to

local authorities ......ccovvevviiieiiiiiieinnnne, 191

6.6.6.4  Risk management poliCies.........cccvnvievninnnns 192

6.7  Barriers to implementation and means of overcoming them............ 192
6.7.1 Inter departmental rivalry..........cooveviniiiiiiiniinnen, 193

6.7.2 Attitude of the implementor............ccovevieiiiiiiininiin, 194

6.7.3 External factors ........cccoeviiiiniiiiiieiiniiiiiinen, 195

6.7.4 Staff involvement ...........oooiiiiiiiiiiiiiiiii 195

6.8  SUMMATY ..ottt 196
CHAPTER 7 CONCLUSIONS ..cctiititcececcccscrcscesesscasaseserececenes 198
7.1 INroduction .........ccciiiiiiiiiiniiiiiiiiiiini e 198
7.2 Formulation of strategy in local authorities .........ceceevenrnnininennnn.. 198
7.3  Barriers to the implementation of the programme............ccocuveaen.. 202

7.3.1 The perceptions of risk management...................oooill 202



7.4

7.5

7.6

1.7

7.3.2. The structure of the organisation ...........coceevvinieinnene, 207

7.3.3 Power StruCtures ........ccocviiniiiiniinniiiiiiiiiiinen, 209
7.3.4 Lack of 1eSOUTCES ...cuvvvininiiniiiiiiiv v 211
7.3.5 CultUre. ..o 212
7.3.6 Organisational SYStems..........cceevereirinrnineninenininenn.. 214
7.3.7 Analysis of the barriers to implementation................... 214
Ovefcoming the barriers to implementation...........ccvcvvvvnvneininen, 215
Tl REWATAS .evvoveveeerereseoeeeesssee s ssseeesesesssensesnes 215
7.4.2 CommMUNICAtION ...vvueerrecineiiiiiiie i eiiieaeaaens 217
7.4.3 Co-operation with staff............ccoooiiiiiiiiii, 218
7.4.4 Change agent .........ccoeiiiiiiiiiniiiiiiirere 219
7.4.5 000110 LT L3 Te) 1 220
An implementation Strategy.........ocveverniriieieiirirereniiiiieiiinenan, 220
7.5.1 Analysis of the internal and external environment .......... 221
7.5.2 A common understanding of the strategy..................... 222
7.5.3 Setting StrategY ....oevvurririiiiiiiiiiiirirrararererraeeaaas 223
7.5.4 Communication of the strategy ...........cceeeeneieiiiiiii, 223
7.5.5 Managing the change...........ccovviieiiiiiiiiiiiineee, 224
7.5.6 Managing cross functional resistance .............ccvevninnnes 225
7.5.7 Implementing a risk management programme............... 226
7.5.8 Monitoring of the programme............cceveiiiiinneinnnne. 228
Further Research ........coooiiiiiiiiiiiiiiiiiiiiiinnieine s 228
SUMMATY .euiniieiiiiiiniiiiii i s e et ae e as 230



LIST OF ILLUSTRATIONS

Figure 2.1 Structure of the local authorities showing risk

management related tasks................coeiiii. 24
Figure 4.2 Managing the structure-culture relationship. .................. 80
Figure 3. Graph of the performance of the Irish insurance market

from 1980 10 1992 ......eimeii e 242
Figure 4. Graph of IPB's results between 1980 and 1992 .............. 242

Figure 5. Map of Ireland showing county councils and corporations . 248

Figure 6. Number of liability claims incurred by Offally county
council 1987 - 1991 ... . e, 262

Figure 7. Number of claims experience by Waterford Corporation
1987 - 1991 .. e 262

Figure 9 Number of claims experienced by Limerick Corporation
I987 - 1991 . 263

Figure 10 Frequency of claims experienced by Wexford corporation
1987 - 1992 .. i 264

Figure 11 Severity of claims experienced by Wexford corporation
1987 - 1992... e 264



LIST OF TABLES

Table 2.1 Percentage of claims outstanding against local authorities
asat 1 September 1988 .......ccccoveiiiiiiiiiiiii 34

Table 6.2 Allocation of percentage on research scale and IPB's score 152
Table 3. Irish liability market performance from 1980 to 1992........ 243

Table 4. Percentage change in the Irish market and IPB's liability
premiums from 198010 1992 ......ccoeiviniininiiiiiinnn... 243

Table 5. Comparison of IPB's liability claims experience with that of
the Irish liability insurance market 1980 to 1992 ........... 244

Table 6. Comparison of IPB and Irish liability insurance market
experience for various periods .........cccoeviiinininininnnnene. 244

Table 7. Comparison of premium income and claims with GNP for
the period 1980 - 1992 .......coiviiiiiiii 245

Table 8. Comparison of claims ratios for IPB and the Irish liability
insurance market 1980 - 1992..........ccooiiiiiiinin, 245

Table 9. Statistics relating to county councils and corporations........ 251



LIST OF APPENDICES

APPENDIX A LIABILITY INSURANCE MARKET RESULTS....... 241

APPENDIX B INCOME OF LOCAL AUTHORITIES FROM ALL
SOURCES....ccccettiirureiscesesesereercasresnsnsrosesssens 246

APPENDIX C MAP OF IRELAND......cccecctutereererecnsenneseresessaseses 248

APPENDIX D CHARACTERISTICS OF LOCAL AUTHORITIES
IN THE REPUBLIC OF IRELANDAS AT 1990........ 250

APPENDIX E CORRESPONDENCE TO THE COUNTY/CITY
MANAGERS .....ccuiuruiiiernierenncnseneseresesesessserenenes 253

APPENDIX F LIST OF POINTS COVERED AT THE INTERVIEW 257

APPENDIX G RESEARCH SCALE FOR MEASURING SUCCESS
OF THE IMPLEMENTATION PROCESS .............. 259

APPENDIX H LOCAL AUTHORITY CLAIMS...ccccceeereierrcnianenes 261

APPENDIX I THE RISK MANAGEMENT STRUCTURE AS SET
OUT IN IPB'S MANUAL.....cccecececencens ceceecenctsnene 265

APPENDIX J THE TASK OF RISK CONTROLLER AS
DESCRIBED IN THE RISK MANAGEMENT

APPENDIX K EXTENT TO WHICH THE RISK MANAGEMENT
PROGRAMME HAS BEEN IMPLEMENTED ......... 271

APPENDIX L AN ANALYSIS OF PAST CLAIMS ACCORDING
TO THE IPB MANUAL.....ccccceecececenecncereseneee casses 274



APPENDIX M RISK MANAGEMENT OBJECTIVES
FORMULATED BY COVENTRY CORPORATION,

APPENDIX N ROLE OF THE RISK MANAGER AS
RECOMMENDED BY IPB.......ccccieeeterererenacenesenes 278

APPENDIX O RISK CONTROL AS DESCRIBED IN THE IPB



LIST OF ILLUSTRATIONS

Figure
Page
Figure 1.1. Structure of the local authorities showing risk management
related tasks.......cocociiiiiiiiiniiii 27
Figure 2.1. Managing the structure-culture relationship. ............c.cccivennen. 90

Figure 3. Graph of the performance of the Irish insurance market from 1980

10 1992 L 270
Figure 4. Graph of IPB’s results between 1980 and 1992 ....................... 270
Figure 5. Map of Ireland showing county councils and corporations .......... 276

Figure 6. Number of liability claims incurred by Offally county council
1987 - 1991 oo 291

Figure 8. Severity of claims experienced by Waterford corporation 1987 -
L0 . e e 291

Figure 9. Number of claims experienced by Limerick corporation 1987 -

Figure 10.Frequency of claims experienced by Wexford
corporation 1987 - 1992 ... ..o 293

Figure 11.Severity of claims experienced by Wexford
corporation 1987 - 1992 ... ... i 293



LIST OF TABLES

Table Page

Table 2.1. Claims outstanding against local authorities as at 1 September

18 ST 39
Table 2. Allocation of percentage on research scale and IPB's score........... 169
Table 3. Irish liability market performance from 1980 to 1992................. 271
Table 4. Percentage change in the Irish market and IPB's liability premiums

from 1980 t0 1992......ceini i e 271
Table 5. Comparison of IPB's liability claims experience with that of the

Irish hability insurance market 1980 to 1992.............ccceiiiie 272
Table 6. Comparison of IPB and Irish liability insurance market experience

fOr various Periods. . ....cvieiiiiiiiiiii i riec e eaaas 272
Table 7. Comparison of premium income and claims with GNP for the

period 1980 - 1992 ... .. i 273
Table 8. Comparison of claims ratios for IPB and the Irish liability insurance

market 1980 - 1992 ... .. 273
Table 9. Statistics concerning county councils and corporations................ 279



CHAPTER 1

THE NATURE OF THE RESEARCH

1.1 BACKGROUND TO THE RESEARCH

Between 1980 and 19921 the Irish liability insurance market experienced
substantial underwriting losses indicating that Ireland is part of the international
liability crisis 2. During this period the cost of claims, as a percentage of
earned premium income?, increased from 102.7 per cent to 110 per cent (see
figure 3 and table 3, appendix A), averaging 107.7 per cent each year* (see
table 6, appendix A). Increase in the cost of claims averaged 6.6 per cent per
annum compared with earned premiums which increased by 5.8 per cent per
annum (see table 6, appendix A). Commissions decreased from 9.9% to 6.7%
and management expenses increased from 16.6% to 18.3% over the same
period (see table 3, appendix A). Thus the cost of claims is the major
contributing factor to the market's underwriting losses. The number of
policies issues during this period are not available but premiums, as a

percentage of Gross National Product, rose from (.45 per cent to 0.58 per cent

At the time of writing the Irish Stationery Office had only issued collated figures for the Irish
insurance market up until 1992.

See Valsamakis et al 1992: 196 for a discussion of this crisis.

All insurance performance results were obtained from the Insurance Annual Reports 1980-1992
compiled by the Irish Stationery Office. To calculate these percentages the Cost of claims was
used after adjustments had been made for incurred but not reported claims and claims reported
but not paid and the eamed premiums figure obtained after adjustments for reserves had been
deducted. In 1984 the ICI insurance company, due to its insolvency, did not submit an annual
report but produced a two year report in 1985. The results of this company was divided equally
between the years 1984 and 1985 so that the effect of the two year report was smoothed over this
period.

All costs and premiums have been deflated to 1991 values using the Consumer Price Index.



and claims from 0.46 per cent to 0.64 per cent, indicating that the rise in costs

1s not purely a result of increased economic activity (see table 7, appendix A).

The cost of insurance became a political issue during the late 1980s. In 1983
two insurance companies, PMPA and ICI, became insolvent and the cost of
motor and liability insurance increased substantially. As a result the
legislature took steps to try to reduce the cost of insurance. The first step was
the introduction of the Courts Act, 1988 which was aimed at attempting to
reduce the severityS of claims. In order to try to bring about an element of
certainty in the award of damages the act removed the responsibility for
awarding damages from juries and allocated it to the judges (Section 1, Courts
Act, 1988). The aim of this section was to stop the increasing spiral of
damages which were perceived as being awarded by the juries and to make
awards more predictable. The Act also gave the Minister power to regulate
legal costs (Section 5, Courts Act, 1988). This resulted in an existing bar
council rule, requiring that both parties in personal injury actions retain two
Senior Counsel, being abolished. As liability and motor premiums are still
perceived by the public as being too high, despite the passing of this act, the
minister for industry and trade in the 1994 Fianna Fiil/Labour government
considered placing a cap on the amount which may be awarded as damages

(see, for example, Irish Times, 28 June 1994).

Liability premiwms, as a ratio of GNP, have risen from 0.33% in 1984, the lowest since 1980,
to 0.66 per cent in 1987 when they began to decrease.  Liability claims continued to rise as a
percentage of GNP from a low of 0.41% in 1984 to a high of 0.69% in 1991. (see table 7,
appendix A).

The severity of claims is their total cost in monetary terms and would include damages awarded
by the courts as well as legal fees and cost of investigation.



In order to attempt to reduce the frequency’ of losses the Irish legislature
passed the Safety, Health and Welfare at Work Act 1989 (SHAWAWA). This
complied with the requirements of European Community Directives aimed at
reducing the number of accidents to employees and members of the public
whilst on premises being used as a place of work. This Act applies to all
places of work, including those for which a public body is responsible. This is
‘unlike previous statutes which did not apply to public bodies in Ireland and only

applied to approximately 20% of the work force (Barrington 1983:1).

One class of organisation which is being affected by the liability crisis is the
local authorities. They are governed by the Local Government Acts, 1940-
1991 which set out their powers and duties. Section 6 of the act lists the
activities which may be carried out in the interests of the community which it
serves. These activities, which are discussed further in chapter 2, place the
local authority in a position whereby it could be sued by a nﬁember of the
public in the event of an accident. 1In 1927 the local authorities formed a
mutual insurance company know as Irish Public Bodies Mutual Insurance
Company (IPB) to provide insurance protection. This company has since
expanded to insure all public bodies. As the local authorities are the largest
class of public body insured by IPB, in terms of premiums paid and claims met,
the insurer's performance will reflect, to some extent, the local authorities
claims experience®. Figure 4 in appendix A highlights IPB's performance
from 1980 to 1992, demonstrating that they have been experiencing

underwriting losses throughout this period. This graph shows the various

The frequency of losses is the number of accidents which lead to a third party instituting a claim
against an individual or organisation.

IPB confirmed this information during the course of an interview but have not provided any
figures to substantiate it.



classes of insurance provided by the company, from which it can be seen that

liability insurance is the main cause of their poor performance.

At the same time that claims costs were increasing, allocations granted to local
authorities by central government were falling (see appendix B)?. These
allocations are the main source of local authority income. The cutback of
central government allocations in 1987 meant that local authorities were forced
to control costs. In addition the high cost of claims diverts finances from other
areas in need of funding and this, together with the cutbacks, prevents them
from fulfilling their objectives. This is significant because if claims can be
controlled, and costs associated with them reduced, this will affect insurance

premiums favourably, and provide additional resources for more productive

usage.

Little can be done by the local authorities, or IPB, to reduce the damages being
awarded by the courts, other than by lobbying government, but they can have
an impact on the frequency of losses. In 1989, in order to try to reduce their
losses, IPB recommended that their clients commence a risk management
programme. Assistance in implementing the programme was provided by IPB
by means of seminars, lectures and the provision of a risk management manual.
This has been effective in at least one case, where Limerick Corporation has
publicly announced that savings have been made in claims costs as a result of
the risk management programme (Limerick Post, 28 November, 1992). If
other local authorities achieve similar success this might contribute to a
turnaround in IPB's hability underwriting results leading to increased benefits

to the local authorities by way of reduced premiums. As their clients are also

A full discussion relating to financing local authorities is included in Chapter four.



their owners a further benefit would be increased dividends to the local

authorities.

Despite the steps taken by IPB to implement the risk management programme
losses are still increasing, but at a decreased average rate of 2.7 per cent per
annum since 1988. This is better than the market average of 4.7 per cent and
an improvement over their own average increase in losses during the period
1981 to 1987 of 30.2 per cent as well as the whole period from 1981 to 1992 of
18.7 per cent (see table 6, appendix A). 1992 saw a significant fall of 5.5 per
cent in claims following a poor year in 1991 when claims increased by 12.6 per
cent (see table 5, appendix A). Despite the improvement in IPB's claims
performance their ratio of claims to premiums is still higher than that of the
market as a whole (see table 8, appendix A). The improvements in IPB
performance, together with the announcement made by Limerick Corporation,
indicates that the risk management programme may be taking effect. IPB's
experience is still worse than the remainder of the market and this may due to
the failure of the implementation process which is affecting the rate of

improvement in the insurer's overall performance.
1.2 THE PROBLEM

The financial performance of IPB remains poor in comparison with the Irish
liability insurance market as a whole indicating that barriers have been met in
implementing the risk management programme which need to be understood

and overcome if an organisation’s loss experience is to be improved.



1.3 OBJECTIVES

The primary objectives of this research are to identify impediments which may
affect the implementation of a liability risk management programme, and
formulate a means of overcoming them. In order to achieve these objectives
the following sub-objectives were identified. Firstly, to identify the means by
which strategy is set within an organisation and public bodies and to ascertain
the barriers met in implementing the strategy. Secondly, to identify the
impediments met in implementing a safety programme, an integral part of
liability risk management. Thirdly, to ascertain the methods used to overcome
the barriers to implementing strategy, risk management and safety programmes
and, finally, to establish a liability risk management strategy for a public body

which takes into account the problem of implementation.
1.4 METHODOLOGY

To achieve the above objectives literature relating to the formulation and
implementation of strategy and the theoretical and practical impediments to
implementation and how these may be overcome was reviewed. Particular
attention was paid to the literature concerning management in public bodies.

As a liability risk management programme involves the introduction of safety
measures the literature concerning the implementation of a safety programme
was also considered. This literature revealed some of the issues concerning the
formulation of strategy, its implementation and the barriers which may be met
‘'when commencing a new programme. These concepts were then applied to

risk management in an Irish local authority.

The IPB and local authorities were used as a case study to identify the means by

which they formulated and implemented strategy for controlling liability losses



by way of a risk management programme. IPB were initially contacted to
obtain permission to carry out the research and once this was obtained ten local
authorities were randomly selected from the total of twenty seven in the
Republic of Ireland as a sample of public bodies requested to implement the
programme!”. When IPB were first approached the programme had only been
in place for a short time consequently there was insufficient information to rank
the progress of implementation. As a result of this a sample could not be
selected on the basis of those who had progressed with the programme and
those who had not. A map is included as appendix C indicating the
whereabouts of the local authorities chosen. Following selection a letter was
written to the County or City Manager!! asking who was responsible for the
implementation of the programme and requesting permission to interview that
person. Once a response!? was received, and authorisation obtained to carry
out the interviews, those persons responsible for the implementation process
were contacted, an appointment made, and an open ended interview conducted.
A guide to the subjects to be covered at the interview and a crude measure to
establish the extent to which the programme had been implemented were
developed!®. The interview consisted of a discussion of strategy formulation
and implementation in local authorities with particular reference to the risk
management programme. The guide was used to check that all the information
required to understand the formulation and implementation process was
covered. [Each interview was taped after permission had been granted and the

guarantee given that the replies were confidential.

10

11
12

13

A list of all local authorities was obtained from the Irish Public Bodies Association (IPA).
These were numbered and ten selected randomly using a random numbers table and a seed
number from the Lumerick telephone directory.

The Chief Executive Officer of the local authorities.

Six responded, and a further two were contacted with the help of the finance officer of
Waterford City, giving a total of eight local authorities interviewed.

A list of the subjects covered is included in appendix F.



Approximately nine months after the interviews with the local authorities had
been completed IPB was approached and the person responsible for the
implementation of the programme contacted and interviewed. Again an open
ended discussion was used and the interview taped. A list of points was drawn
up to ensure everything relating to the process was covered!®. In order to
compare the ranking of the extent to which risk management is incorporated in |
the local authorities IPB were asked to give a score out of ten representing their
view of the extent to which the programme is implemented with ten being at the
highest end of the scale. The delay between interviewing the local authorities
and IPB gave the latter time to formulate a view as to how well the programme
was being implemented. This ranking was done subjectively and reasons for
the score were established. This was then compared with the research ranking

and the reasons for the similarities and differences considered.

It was necessary to interview both IPB and the individual local authorities as
they may have viewed the programme from different perspectives and also have
different expectations. IPB would be acting as an external agent in the
implementation process and their actions in instituting the programme may have
affected the perceptions of the local authorities concerning the programme.
Furthermore, the two types of organisations are from different sectors of the
economy and may have different objectives which would affect their view as to

the success of the programme.

On completion of all the interviews the tapes were reviewed and notes taken

relating to the methods used to implement the programme in each local

14

See appendix F for the list of points.



authority and impediments identified. This was compared with the concepts
referred to in the literature to see if they apply or whether there are other
considerations. The tapes were also reviewed for tactics or strategies aimed at
overcoming any possible impediments. The nature of the barriers which were
met or expected by these parties and how they were overcome or affected the
implementation of the programme were examined. The steps taken by these
bodies were compared with the literature to see whether the actions taken by the
implementors complied with the theory and if this affected the programme.
From this a strategy was developed to implement a liability risk management

programme.
1.5 LIMITATIONS OF THE RESEARCH

Owing to time constraints this research was limited to reviewing the perception
of strategy and the barriers that were faced by the person appointed as risk
manager and did not consider the reactions of employees and managers in the
hierarchy. This severely limits the research to one person's perceptions which
will differ from other employee's views as to how the programme was
implemented. In order to review different approaches to the process of
implementation it was considered necessary to obtain the views of the person
involved in the implementation programme in a number of different local
authorities. This was expected to indicate whether the culture of the local
authority affected the implementation and whether there were common factors
applicable to this type of organisation. Due to the geographical spread of the
organisations and time limitations the local authority representatives were only
interviewed once so that the effects of any action taken by the implementor
could not be measured by comparing the state of the organisation at one point

in time followed by a review of the position at a later point in time. Thus the
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research provides an account of a particular moment in time in each of the local
authorities in implementing the programme and considers only the views of the
person responsible for implementing the programme. This provides a biased
view of the process as other participants views were not obtained. Despite
these limitations the research is an exploratory approach to implementation

problems experienced in local authorities.
1.6 THEORETICAL FRAMEWORK

Through the disciplines of strategic management and risk management it is
assumed that an organisation is able to predict and control the effect of future
events on its operations. The former involves setting strategies for the future
after carrying out an organisational, industrial and environmental analysis
(Pearce & Robinson 1991:2) whilst the latter is concerned with identifying,
evaluating and controlling risks (Bannister 1989:1). Strategic management is
considered by many writers (see, for example, Pearce & Robinson 1991:2) as
an effective approach to ensuring that an organisation is able to respond to its
environment and achieve its objectives. Risk management is seen as a means
of identifying unforeseen events which could impinge on the ability of an

organisation to achieve its objectives (see, for example, Head & Hom 1991:5).

Management literature often refers to risk and risk/benefits trade-offs but little
concern is given to considering the nature of risk!>. Baird & Thomas
(1990:45), after reviewing the literature relating to risk and strategy, conclude
that there has been little work carried out in dealing with risk in the context of
strategic management. Despite reviewing references to risk-taking in the

management literature they came to no conclusion as to the nature of risk. The

15

See Baird & Thomas (1990); Barton (1990); and Hertz & Thomas (1990).
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risk management texts have reviewed the nature of risk and have come to
different conclusions as to its nature (see, for example, Valsamakis et al.
1992:17; Vaughan 1989:4). The meaning of risk in this discipline has mainly
been restricted to insurance related risks (Valsamakis et.al. 1992:17). As there
is no conclusive definition of risk in the literature Bannister's (1989:1) opinion
that risk is a future uncertain event will be used for the purposes of this

research without further discussion,

Risk management is a function which has developed from insurance
management as a means whereby the increasing cost of risk could be
controlled. Fayol was the first writer to recognise risk management as a
separate managerial function by enumerating secunty activities as one of the
essential tasks of management (Valsamakis et al. 1992:2-3). This indicates
that nsk management is not a new function but one which was considered an
integral part of management theory as early as 1916. Fayol's view takes risk
management beyond insurance to include all elements of security. Head &
Hom (1991:6) consider risk management as a managerial or administrative
process which may be defined as a process of planning, organising, leading and
controlling the activities of an organisation in order to minimise the adverse
effects of accidental losses on that organisation at a reasonable cost. As a
decision-making process it consists of: the identification of risk; examining
alternatives for dealing with risk; selecting the best risk management
technique; implementing it; and monitoring the result (Head & Hor 1991:6).
The reference to accidental losses in this definition is a limiting factor to the
nature of risk management as it appears to limit its connection to insurance,
which is a means of financing accidental loss. Because of its historical roots

the discipline seems to have become oriented towards insurance management,
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although it is argued by some writers that risk should be managed in its entirety
(Valsamakis et al. 1992:12). This view was also supported by Zajdlic
(1984:5). There are indications that risk management is extending beyond

insurance to other areas!6.

Risks can affect an organisation at different levels. It is argued in strategic
management that strategy is formulated at two or three levels in a organisation,
depending on the size (Pearce & Robinson 1991:5). Each of these may be
affected by an uncertain event. At the summit is the corporate level where
decisions are made by boards of directors, chief executive officers and
administrative officers; the business level where they are made by corporate or
business managers and finally the functional or operational level where the
persons responsible for formulating objectives are the managers of product,
geographical and functional areas (Pearce & Robinson 1991: 5). In smaller

organisations there may be only two levels, the business and the corporate

levels being combined, leaving the business and operational levels. The

organisation's overall goals are achieved by its grand strategy, set at corporate
or business level, whilst the functional strategy is formulated within the general
framework of the grand strategy (Pearce & Robinson 1991:14). Policies are
set at the lowest level to achieve the functional strategies. If risk is present in
all three levels of strategy then a means of dealing with risk at each of these
levels should be established.

Strategy, at the corporate level, is concerned with the overall direction of the

firm including its very survival. Risk is a factor which can prevent the

16

See, for example, Lastavica (1985:9-30) and Eve (1984:15-116) on financial risk management
and Boehm (1989) on software risk management.
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achievement of these overall goals and therefore action needs to be taken to
reduce the possibility of an event occurring which will affect the overall
operations of the firm. At business level strategies are formulated for the
different businesses or divisions of the organisation, these are formulated in
conjunction with the overall objectives. These strategies will be formulated by
heads of divisions in conjunction with top management. A failure of a strategy
at this level may not affect the survival of the organisation as a whole but could
affect the existence of the division or subsidiary. It would also prevent the
organisation from achieving its objectives either at business or corporate level.
Operational or functional managers set functional strategy for their
departments, they 'translate grand strategy into activities for the firms' units’
(Pearce & Robinson 1991:297). Strategies at this level are aimed at fulfilling
the overall goals of the organisation as well as those set at business level. The
failure of strategy at this level may not be as disastrous as if a grand strategy
should fail but it will affect the operations of the organisation. There are a
number of instances where firms have been affected adversely by unforeseen
losses such as liability claims, fires or other incidents!’. Its very survival can
be threatened, as when a small firm is decimated by a fire and is unable to
continue trading, or other events may occur which reduce the capacity of the
firm to achieve its objectives either at corporate or operational level. If these
risks can be identified and managed then the likelihood of the uncertain event

occurring and affecting the operation of the business will be diminished.

Risk management is a means whereby these uncertain events may be handled.

As Head and Horn (1991:6) suggest
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See, for example, the results of Union Carbide following the accident at Bhopal in 1984 as set
out in Cannon (1994:192).
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"Risk management, as a decision-making process, involves

identifying exposures to accidental loss that may interfere with

an organisation's objectives”
Risk management entails more than just the identification of possible losses, it
1s a function which involves the management of the risk once it has been
identified. A risk management strategy will contribute to the organisation's
overall goals by reducing the cost of adverse, unforeseen events. As risk is
present throughout the organisation then risk management should be involved in
setting strategies at all levels and across all functions. Its own strategy will
have to be integrated into the strategy of the remainder of the organisation to
ensure that all risks are identified and handled. Thus there should be an
interaction between risk management and strategy, the latter being aimed at
achieving the organisation's objectives and the former to deal with factors

which may adversely affect the achievement of these objectives.

In addition to formulating functional strategies, policies are set by functional
managers to achieve their strategies. Thus risk managers, as part of their
function, should, once risks have been identified, establish policies to examine
feasible alternative risk management techniques for dealing with exposures;
seléct the apparently best risk management techniques; implement the chosen

techniques; and monitor the results (Head & Hom 1991:6).

The risk being considered in this research is the possibility of a legal action
being instituted against the local authorities by a third party or an employee as a
result of an accident. In the event of an accident occurring the defendant may
have to pay damages to the injured party and/or meet legal costs following the
defence of an action. The aim of the risk management programme is to

identify and analyse the factors which affect this risk so that action can be taken
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to prevent, or reduce, the possibility of it happening or make financial

provisions should the risk occur.

Not only is it necessary to design strategies to manage these risks but these have
to be implemented so that they can be effective. There are a number of factors
which affect the implementation of a strategy. Resistance to change has been
identified as an impediment to successful implementation (Quinn 1989; Frick
1990; Dwyer 1991). In 1993 Sedgwick, a firm of London insurance brokers,
sponsored a research report by Graham Bannock & partners in various aspects
of risk management. From this it was established that the installation of a risk
management system had led to the departure of "dyed in the wool" insurance
managers as well as "resistance and scepticism being found even at top level”
(1993:24). Other factors which would impede the successful implementation
of a strategy are the lack of resources, such as additional personnel and funds,

being made available within the organisation.

One model which may be used to consider the success of implementation of
strategy is McKinsey's 7-S framework. This identifies key components which
should be considered when reviewing the implementation of a strategy. These
seven factors are the strategy itself; systems; structure; shared values (culture);
style (leadership); staff (management); and skills (management) (Pearce &
Robinson 1991:326). Once the strategy has been set the remaining six factors
have to be considered. Systems are the methods used to fulfil the strategy;
structure is the way an organisation is organised; shared values is the culture of
the organisation; style refers to the style of leadership necessary to effectively
implement the strategy; staff refers to the requirement of adequate staff to

fulfil the strategy; and skills are the personnel and management skills which
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are required for the purposes of the strategy. Pearce & Robinson (1991:326)
have reduced these six factors to four basic elements. Firstly the way the
firm's activities are organised which he calls structure; secondly leadership
which includes management style, staff and skills; third is culture and finally

systems.

Implementation of strategy may occur in a different ways. Quinn et. al.

(1988: 671) is of the view that managers develop strategies and implement them
by 'logical incrementalism’' and Wiseman (1993:155) expresses the opinion that
local government develops strategy in this manner. This view is also
supported by Johnson & Scholes (1993:35). Rarely, in these writer's view, is
a strategy formulated out of formal planning systems but from management
developing an awareness of the need for change and then step by step
implementing that change. Other writers on the other hand, for example
Pearce & Robinson (1991), advocate a rationalistic approach to the
implementation of strategy by developing objectives, setting strategies to
achieve those objectives and development of policies. In this research the way
that the local authorities develop there strategy will be considered in the light of

these opinions.
1.7  SIGNIFICANCE OF THE RESEARCH

The review of the literature is aimed at considering theory which may be
applied to the formulation and implementation of a strategy which could control
the liability losses of the local authorities. The poor performance of the
liability market and the high cost of claims, has been a cause of concern to both

industry and government with questions being raised in both the D4il'® and the
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Seanad!® (Irish Times, 26 April and 24 June 1993). For example, a report by
the Small Firms Association shows that the cost of liability insurance in Ireland
is three times higher than in any other European country (Small Firms
Association 1989:24; Irish Business and Employers Confederation (IBEC
1993). The high cost of insurance in Ireland may be due to both the high

severity and the high frequency of losses.

With regard to severity damages awarded in the Irish courts are higher than
elsewhere in Europe (Collins 1992:8). For example, the Chairman of the
Motor Insurers Bureau reports that the average third party claim in UK in 1989
was £3,000, compared with the average size of claims in the Republic of
Ireland of £17,500 (Collins 1992:8). The Director General of the Irish Health
and Safety Authority, estimated that on average there were 60 fatalities in the
Irish work force per annum and an absentee rate of 12000 workers per annum
in the case of employees being away from work in excess of three days. These
figures are confirmed by the European Foundation for the Improvement of
Living and Working Conditions (1994:34), where fatal accidents were
estimated between 60 and 70 per annum. These figures relate to a work force

of 1.126 million?0.

If these losses can be managed this will reduce human suffering and costs to
industry as well as to Ireland as a whole. Local authorities have a particularly
high exposure to the public and seem to have experienced a high claims
experience as discussed in section 1.1. These losses diverts limited funds from

community related projects to meet these costs. If these costs can be

19
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The upper house of the Irish Parliament
See the report by Walsh 1991:4.
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controlled local authorities will be able to fulfil their objectives more
efficiently. It is expected that this research will assist other insurers,
organisations and local authorities considering implementing a similar
programme by bringing to their attention the possible pitfalls which may be met

and suggest means by which they may be overcome.
1.8 PLAN OF THE STUDY

Chapter one of this dissertation has provided an overview of the research.
Chapter two provides an introduction to the local authorities in Ireland and their
insurer. The peculiar legal position of the local authorities will also be
considered. In chapter three a review of the relevant literature concerning the
formulation of strategy will take place and this will be related to local
authorities and risk management. Literature concerning the risk management
process and the nature of risk management will also be discussed. In chapter
four the literature concerning implementation of a strategy and the barriers to
successful completion is considered. As a liability risk management
programme concerns safety particular attention is paid to literature relating to
the implementation of a safety programme. This again is related to risk
management and local authorities. In chapter five the methodology used in
carrying out the field research is discussed and in chapter six the results of that
research provided. In chapter seven conclusions which can be drawn from the
research relating to the implementing of a risk management strategy, the
barriers faced and the means by which these may be overcome will be

discussed.
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19 SUMMARY

This chapter reviewed the nature of the research to be undertaken and how it is
organised. An introduction to the Irish liability market during the period
1980-1992 has been provided showing the overall results of its members. IPB
has been shown to be a member of the market which has experienced worsening
results during the period 1980-1992 and has decided to attempt to reduce the
flow of losses by requesting its members to implement a risk management
programme. The integration of risk management into the strategy of an
organisation was discussed as a means of successfully formulating and
implementing a strategy for the handling of risk. [PB and eight local
authorities are used as a case study of an attempt to implement a risk
management programme as a strategy to reduce losses. The research explores
how the person responsible for implementing the programme proceeds and the
barriers which are met and how they were overcome. This is then considered
in the light of risk and strategic management concepts and a tentative means of
overcoming barriers developed. The nature of the organisations involved in

the case study will be considered in the following chapter.
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CHAPTER 2

IRISH LOCAL AUTHORITIES

2.1 INTRODUCTION

In order to be able to understand the part strategy and risk management plays in
Irish local authorities it is necessary to consider the nature and objectives of |
these organisations. This chapter will provide a brief background to local
authorities together with a consideration of their structure, functions and means
of financing. As this research is concerned with liability risk, the legal
relationships between third parties and local authorities will be considered, as
will the means used to finance losses arising out of actions at law. This will
provide a foundation for understanding the implementation of a risk

management programme in this type of organisation.
2.2  BACKGROUND TO LOCAL AUTHORITIES

The Irish system of local government was inherited from Britain but has, during
the course of this century, changed, taking on the characteristics of the
American system. In particular, the emphasis being on county and city
management. This has led to the abandonment of the principle of direct
committee administration of services favoured in the United Kingdom to a
method whereby a single individual is responsible to council (Chubb

1992:265).
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County councils were established by the Local Government (Ireland) Act, 1898
to deal with concerns relating to law and order and to administer state
regulations. Public health functions were allocated to rural district councils by
the same act. The largest towns (Dublin, Cork, Limerick and Waterford) were
created county boroughs divorced from the county councils. Finance was
obtained by means of levying rates and tax on fixed property as was common in
the United Kingdom (Chubb 1992:269). Between 1922 and 1942 the structure
and procedures of Irish local government was transformed to a unique system
of managerial government and central supervision (Chubb 1992:270). In 1925
the rural district councils were abolished and their powers were taken over by

the county councils.

As a result of the failure of certain councils to fulfil their duties in the 1920s
and the successful replacement of these by bureaucratic commissioners, the
Report of the Department of Local Government and Public Health for 1928/29
recommended the appointment of managers to perform the duties of local
government (Chubb 1992:275). The management system was first introduced
to Ireland by the Cork City Management Act, 1929 and was extended to other
county boroughs during the next ten years. In 1942 the principle was extended
to the whole country through the County Management Act, 1940 (Chubb
1992:276).

The object of the management principle was to divide the legislative function
from the executive in local government. A chief executive, called the city or
county manager, was appointed who was vested with legal responsibility for
executive functions. On the face of it, the person is appointed by the City or

County Council but, in actual fact, he or she is appointed bby an independent
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body, the Local Appointments Commission in the Department of the
Environment, which makes recommendations concerning who should be
appointed. This recommendation by central government has to be accepted by
local government (Tierney 1982:27). The county manager cannot be dismissed
by the local authority, he can only be suspended and then a request made to the
minister of environment for his removal. Thus the county/city manager can

neither be fired nor hired by his employers!.

On the other hand, councillors are elected by the populace of the district which
they represent. [Each area is divided into electoral wards, the inhabitants of
which elect their representative using proportional representation by means of
the single transferable vote (Coakley & Gallagher 1993:67). The term of
office of the councillors is five years, after which they have to present
themselves for re-election. Central government, through the responsible
minister, at present the Minister for the Environment, has the right to delay
these local elections or suspend the councils, and have done both on a number
of occasions (Coakley & Gallagher 1993:23). Councils, once they have been
elected, meet at regular intervals to make policy decisions which are put into

effect by the city or county manager.
2.3  ORGANISATIONAL STRUCTURE OF LOCAL AUTHORITIES

It is the task of the city or county manager to implement policy decisions taken
by elected members. They are also entitled to issue orders which have legal
sanction and which cannot be countermanded by council. The manager is in a

position to veto

For a full discussion see Chubb (1992:277) and Tierney (1982:28).
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resolutions of the council if he considers them to be improper or witra vires.
With these powers and day-to-day decision making responsibilities they are able
to control any initiatives taken by the local authority. Recognising this the
manager is made responsible personally for expenditure which the Department
considers has been wrongly appropriated. Thus much of the powers and
responsibilities of the local council are in fact vested in the manager (Chubb

1992:276-278; Tierney 1982:27).

The city or county managers are employees of the members of the council
acting as a corporate body but are essentially a servant of the Department of the
Environment although quite independent of it. Thus their responsibility is to
the Department rather than to the local electorate. The fact that they are
independent of the Department allows the managers to carry out the wishes of
the councillors provided they do not clash with the needs of central
government. Provision is made for the dissolution of the council by the
Department should they consider it necessary and control is then left in the
hands of the managers (Tierney 1982:11-17). In 1955, in order to provide the
councillors with more power, the City and County Management Act
empowered the councillors to pass resolutions which could not be vetoed by the
manager provided the councillors accepted personal liability for any surcharge
which may arise from their actions. This transferred responsibility for any
wrongful appropriation of money to councillors who voted for such action
(Chubb 1992:277). Despite this move to strengthen the hand of the
democratically elected representatives the manager has increasingly become the
major source of initiative in a local authority (Chubb 1992:278). Thus, in the

context of risk management, it would have to be the
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Figure 2.1. Structure of the local authorities showing risk management related
tasks

POSITION CountyfCity
Manager

l _1 |
lCity engineer nggﬁ:retaw '32.”&‘.38 l O‘i’;’isc%‘:ne‘
RESPONSIBILITIES

Investigates
claims

Administers Budgets satety of
Insurance and employees

Policies and negotiates
i premiums

county or city manager's decision whether such a programme should be

implemented and not that of the local representatives.

Subordinate to the city or county manager are a number of officers who are
fesponsible for various aspects of the administration. In the larger councils an
assistant manager is appointed to relieve the county or city manager of some of
the workload. The administration is the responsibility of the Town Clerk in
the cities or the County Secretary in the counties. This department deals with,
amongst other things, the administration of the council's insurance portfolio.
This would include the clerical work involved in submitting claims to insurers.
The city or county finance officer is responsible for ensuring that the finances
are in order and is involved with the payment and negotiation of insurance
premiums. The personnel officer is responsible for the people in the
organisation and for their safety and health. In some local authorities he may
also be responsible for dealing with liability claims made against the authority,
more particularly if the claimant is an employee. The largest department is
that of the city or county engineer who is responsible for all technical matters

including the safety of the public using facilities or works provided by the local
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authority. In some local authorities the legal department may also deal with
liability claims (see figure 2.1). Thus risk management tasks are decentralised

amongst the various functionaries within each local authority.
24  FUNCTIONS OF THE LOCAL AUTHORITIES

Local authorities are creatures of statute and have no inherent powers. They
are at present governed by the Local Government Acts, 1940-1991. Section
5(1) of the Local Government Act, 1991 describes the functions of the local
authority

"as representing (sic) the interests of the local community in
such manner as it thinks appropriate.”

Section 6(1)(b) defines the promotion of public interest as:

" a measure, activity or thing shall be deemed to promote the
interests of the local community if it promotes, directly or
indirectly, the social economic, environmental, recreational,
cultural, community or general development of the functional
area (or any part thereof) of the local authority concerned or
of the local community (or any group consisting of members
thereof). "

This is a wide and nebulous definition of the functions of the local authority but
it does provide an overall aim or mission for this type of organisation in

Ireland. Section 6(2)(a) lists activities which they may carry out. These are:

“(i) carry out and maintain works of any kind,

(i) provide, maintain, preserve or restore land, structure or
facility for particular purposes,

(1i11) fit out, furnish or equip any building, structures or
facility for particular purposes,
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(iv) provide utilities, equipment or materials for particular
purposes,

(v) provide assistance in money or in kind, upon and subject
to such terms and conditions as the authority considers
appropriate, to persons engaging in any activity that, in the
opinion of the authority, benefits the local community; "

These sections provide an insight into the wide ranging activities of the local

authorities in Ireland.

2.5 POWERS OF THE LOCAL AUTHORITIES

The Department of the Environment has divided the powers of local

government into eight different areas as guidelines for financing purposes.

These provide further clarification of the activities of this type of organisation.

The areas are:

1. Housing and buildings. This gives local government the power to

provide housing for residents within the community and provide

loans for the construction and renovation of such property.

2.  Road transportation and safety. This concerns the maintenance of all

roads and bridges within the area of the local authority. This
involves a vast number of major or minor roads all of which have to
be maintained and signposted to control traffic. Those local
authorities which are next to the sea, navigable rivers or loughs? also
have responsibility for beaches, lough side amenities, quays and

harbours.

2

Irish lakes.
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3. Water supply and sewerage. It is the responsibility of the local
authorities to supply water for use domestically and industrially as
well as the disposal of domestic and commercial sewerage.

4. Development incentives and controls. This involves the planning of the
use of land within the area of the authority and providing advice to
developers concerning urban development and other schemes. It
also involves providing facilities and advice for tourism.

5. Environmental protection. Under this heading local authorities are
responsible for water, air and waste pollution. They are charged
with the duty of carrying out and promoting environmental
improvement and awareness measures in their areas. The local
authority also has the responsibility for providing a means of disposal
for both industrial and domestic waste. It is allocated the duty of
supervisionk of all waste disposal sites and burial grounds as well as
fire protection and civil defence.

6. Recreation and amenities. The local authority has responsibility for
providing recreational centres, swimming pools, parks, open spaces,
libraries, art galleries, museums and similar institutions.

7. Agriculture, education, health and welfare. Local authorities have a
financial responsibility to make contributions towards the education,
health and welfare of the populace within their particular area. They
are also charged with looking after the interests of agriculture.

8. Miscellaneous services. Power is given to the local authority to carry
out a large number of transactions. They are entitled to acquire land
and deal commercially. They are charged with consumer protection

and the maintenance of markets, fairs, abattoirs and courthouses. In
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the event of malicious damage to property the local authority has to
make certain agreed payments.

(Chubb 1992:326-327)

As can be seen the local authorities in Ireland carry out a wide range of
principally environmental functions in which they have direct contact with the
public. They are responsible for, inter alia, roads and footpaths, amenities,
tips and playgrounds, which can be sources of danger to the public. If the
local authority fails to carry out its charges, and this leads to injury, an award
of damages may be made against them. As the areas of most local authorities
are very large and their responsibilities wide, this leads to a problem of
monitoring the risks that they face and controlling the possible financial losses

arising from third party claims?.
2.6 THE FINANCING OF LOCAL AUTHORITIES

The area of financing is an example of the centralisation of control over local
affairs. At the time Ireland gained its independence the method of financing
local authorities was similar to the British system. Rates were payable by
persons who owned property in the area governed by the local authority based
on the rateable value of the land. In 1977 this system was changed with local
authorities no longer being held responsible for collecting domestic rates. This

task was transferred to central government for a number of reasons* (NESC
1985:27).

Appendix D, table 9,provides data relating to the size and configuration of the various local
authorities in Ireland
See NESC (1985:27) and Chubb (1992:274) for a discussion of these reasons.
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At the same time as abolishing the payment of rates by the domestic property
owner income taxes were raised. In order to provide funds to local authorities
central government instituted a new grant to be paid out of central funds which
was aimed at replacing domestic rates. Other receipts of local authorities are
from commercial rates which are still their responsibility. These rates are
formulated annually and collected by the local authority. During the second
half of the 1980s central government finances became constrained owing to
poor economic conditions which led to a reduction in the allocations to the local
authorities. In view of these economic problems powers were granted to local
authorities whereby they were allowed to make charges for services which they
provided to the community. This raised a number of political issues as some
saw the raising of charges in this way as double taxation. The objectors were
of the view that income tax already covered the new charges being imposed by
the local authority (NESC 1985:28). As a result of the strong objections of the
electorate to the raising of money by charging for services this was a failure.
The amounts collected were small and the political issues raised put pressure on
the local politicians which some authorities could not handle and others would
not (Chubb 1992:274).

The local government grants are paid by central government based on a
deficiency in commercial rates’ as well as payments for specific projects.
These grants are in the place of domestic rates and are not allocated to any
particular expenditure. Further grants are awarded which are tied to specific
projects. Thus, for example, central government pay local authorities in

respect of work done on national roads. Forty to sixty per cent of the cost of

The budget of the local authorities is approved by central government and the difference between
commercial rates and the budget is provided for out of central funds.
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sanitary services, swimming pools, libraries and other amenities are also met.
No payment is made in respect of minor roads despite the fact that road tax is
payable to the government by vehicle owners. Any deficiencies that arise in
funding these projects have to be met by the local authority. These
responsibilities are sources of possible third party claims yet local authorities

have little control over the funding available for maintenance purposes.

Local authorities act as agents for the national government in respect of public
housing. They are refunded all of the debt charge on new house building but
the local authority has to meet the cost of upkeep. Rents only meet half the
management, maintenance and repair costs consequently there 1s a shortfall to
be met by local authorities (NESC 1985:55). Rented housing is another

possible source of liability if the property is not maintained adequately.

Thus, overall, the local authorities are in a difficult position with regard to their
finances and any saving in costs that can be made would reduce this burden.
Risk management is concerned with the management of the cost of risk. This
would include insurance premiums; the cost of providing physical protection to
property and personnel, repairs or replacement of property damaged by the
operation of a risk and damages anising from the breach of a legal duty. If an
effective risk management programme could be implemented it may be possible
to reduce the costs experienced by local authorities. Unfortunately, it is
impossible to ascertain from publicly issued figures the cost of insurance or
liability claims to the individual local authority, as these charges are spread

across the eight categories of expenditure listed in paragraph 2.45. An

A graph of the funds received from central government for use by local authorities is included in
appendix B, figure 4.
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example of the size of the problem of claims costs is given by IPB, who advise
that in Dublin Corporation the cost of claims was equivalent to the income
received from the commercial rate during 19927. The cost of premiums and
claims during this period would make an inroad into the local authority budget;
any money which could be saved from these sources could be channelled into
more productive areas of expenditure. Claim payments under a liability
policy, which form a substantial part of the insurance premium®, depend on the

legal liability of the insured.
2.7 LEGAL LIABILITY OF LOCAL AUTHORITIES

Claims under a liability insurance policy arise out of an allegation that a third
party has been injured as a result of a breach of the civil law. If liability is
proved and there is a causal connection between the occurrence and the injury
the defendant is required to pay damages, together with legal fees for both
parties. If the plaintiff fails in the action there is still the cost of a defence to
be met by the defendant. Usually the party against whom judgement has been
awarded meets the legal costs, but this is at the discretion of the presiding judge
who may award a portion of the costs to either party. Furthermore, there is
the risk that if the local authority do succeed in defending an action the other
party is unable to meet the legal costs involved. This means the local authority

will have to meet their own costs despite obtaining an award in their favour.

At the time of independence the new Constitution of Ireland stated that the law
of Ireland was to be that of England as it stood at that time. Thus liability is

mainly governed by the Irish law of tort which developed from the common

This information was obtained from the Clients Services Manager of IPB durin the course of the
interviews..
See appendix A, figure 4.
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law system originating in England as it stood in 1922 when the new
Constitution was written. Local authorities are considered to be legal entities

at Irish law and therefore can be held to be liable in tort or contract.

In tort, local authorities hold a peculiar position in that a distinction is drawn
between misfeasance and non-feasance. The latter occurs when the local
authority fails to carry out a task. Thus if a pot hole appears in the road and
they do nothing about it this is considered non-feasance. In this case local
authorities cannot be held responsible for any damages that occur.

Misfeasance is when the local authorities do something but do it wrongfully.
An example is attempting to repair the pot hole but doing it inadequately. In
this case local authorities can be held responsible (McMahon & Binchy
1981:478)%. Section 60 of the Civil Liability Act, 1961 provides that a road
authonity, which includes a local authonity, will be held liable for damage
caused as a result of their failure to maintain the road adequately. This section
of the act has not yet come into operation. When this does occur the
distinction referred to above will effectively disappear where roads are
concerned thus widening the liability of local authorities in respect of accidents
arising out of the use of roads and pavements. In practise this may not be so
traumatic as the IPB and local authorities perceive that the courts are inclined to
the view that any deterioration in roads or pavements is as a result of a fault in

the original design or construction and would be a case of misfeasance!®.

10

This is the latest edition but there has been no change in case law relating to these concepts.

The IPB manual states that " fi]n the recent past court awards amounting to substantial six-figure
sums have been given against authorities in circumstances where works had not been carried out
or design altered for masy years."(IPB manual 1988:10) According to IPB this illustrates the
tendency for victims of road accidents to blame the state of the roads, rather than any other
cause, for an accident despite the fact that these roads have not been worked upon by employees
of the council for years. Unfortunately these cases are not reported in the law reports and the
principles of law used to support the award of damages in these cases cannot be verified.
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There is little case law to support this contention. In fact, in The State
(Christopher Sheenan) v. The Government of Ireland (1988) ILRM 437, the
prosecutor attempted to gain an order of mandamus to force the government to
implement section 60 of the above mentioned Act foreseeing that a claim being

made would fail on the basis of non-feasance.

Apart from the peculiarity of mis-feasance and non-feasance local authorities
can be held responsible for their acts in the same way as any other legal entity.
In addition to the law of torts there are a number of statutes which impose
liability on the local authority. These include the Water Pollution Act, 1977,

the Air Pollution Act, 1987 and various European Union directives!!.
28 THE INSURANCE OF LOCAL AUTHORITIES

In order to obtain an indemnity arising out of a breach of their legal duty the
local authorities require liability insurance cover. As a result of the passing of
the Local Authorities (Mutual Assurance) Act, 1926 the Irish Public Bodies
Mutual Insurance Company Ltd. was formed as a mutual company to provide
insurances for local authorities. In 1932 the company's remit was extended to
providing cover for the Vocational Education Councils (VECs) and, in 1961, to
the Health Boards and other public bodies!?, thus its only clients are public
bodies. As a mutual company it has no shareholders but is owned by its
policyholders and all profits eamed by the insurer are distributed to them. IPB

1s registered in terms of the Insurance Acts, 1909 to 1990 to provide 15 classes

11
12

A list of these is provided in chapter three of the IPB manual published in 1988.

According to IPB there are 27 county councils, including 5 city councils and 6 boroughs, 49
urban district councils (these make up a total of 87 local authorities in Ireland), 49 VECs and 8
health boards. The boroughs are co-ordinated by the city councils whilst the urban district
councils are co-ordinated by the county councils. The other public bodies would be small in
number such as the Electricity Supply Board and Telecom Eireanne (the Irish Telephone
company).
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Table 2.1. Percentage of claims outstanding against local authorities as at 1

September 1988

County Councils Potholes 20%
Roadworks 12%
Footpath 11%
Surface Dressing 9%
Road markings/Sign Posts 8%
Flooding 8%
Third Party Reinstatement 4%
Manhole 3%
Parks 3%
Housing 3%
Gulley Trap 2%
Stopcock 1%
Playground 1%
Miscellaneous 15%

Corporations Footpath 25%
Pothole 10%
Housing 10%
Manhole 8%
Roadworks 7%
Third Party Reinstatement 5%
Road Markings/Signposts 5%
Stopcock 5%
Parks 5%
Playground 3%
Flooding 2%
Gulley Trap 2%
Miscellaneous 13%

(IPB Manual 1989: 34)13

of non-life business'4, including liability insurance.

In terms of earned

premium income the company is the eleventh largest in Ireland having a market

share of 2.69 per cent and is third in the liability market with a market share of

13

14

This information is provided by IPB in the risk management manual given to local authorities.

The figures relate to claims outstanding against all local authorities on the 1st September 1988.

See Insurance Annual Reports 1980-1992. The only insurances it is not registered to

underwrite are sickness, credit and assistance,
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11.4 per cent!’S. The claims experience has been discussed in chapter one and
is depicted in appendix A. Traditionally the insurances of local authorities,
together with those of other public bodies, has been held directly by IPB,
without the intervention of intermediaries, but due to the high increase in
premiums one authority has dispensed with insurance and is funding losses

themselves!6,

A liability insurance programme covers the risk of being sued following
accidental injury to persons or property plus the cost of any legal expenses that
may be incurred. The claims that arise against local authorities affect their
insurance premiums as these are based on the cost of losses which form a major
part of the costs of the insurer. A classification of claims experienced by local
authorities is included in table 2.1 showing that the majority of cases refer to
roads and their usage. This is a problem for local authorities as the areas for
which they are responsible are usually very wide spread and involve hundreds
of miles of roads. The local authorities would be able to take action in’ respect
of providing safe means of repairing roads, if finances were available to carry
out this work, but there would be some difficulties in policing the formation of

pot-holes.

According to IPB local authorities are perceived to be vulnerable, by certain
members of the public, to actions for damages as a result of personal injury and
this is considered by them to be one of the reasons for the increased cost of

claims!’. This perceived vulnerability has increased with the rise in

15
16

17

Information compiled from the Irish Insurance Reports 1991.

Information provided by the Cork City Finance Officer in the course of a telephone conversation
in September 1991.

Information supplied by a representative of TPB during an interview in 1991.
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unemployment to unprecedented high levels over the last ten years!8. In
addition, decreasing funds in real terms being received from central government
to fund local authority's activities has led to the deterioration in facilities such
as roads and parks and thus increased likelihood of accidents. This has
reached such proportions that it is considered by IPB that action must be taken.
This led to the formulation of a risk management programme by IPB in 1988 to

attempt to reduce their losses.

The person responsible for the formulation and implementation of the risk
management programme is IPB's Clients Services Manager who is directly
responsible to IPB's CEQ, the General Manager. Prior to the inception of the
programme various actions had been taken by IPB to improve their claims
experience. Premiums were increased, warranties were placed on the policies
limiting cover and excesses were imposed. These actions had little effect and
strong objections were raised by IPB's clients as most of the action taken
increased their costs. After a dramatic increase in claims in 1986 (appendix A,
figure 4) it was decided by IPB that, in order to reduce claims costs, a risk
management programme should be implemented by their clients. Seminars
and lectures were held to inform the public bodies about risk management and
to explain its advantages. As the biggest losses were being incurred by the
local authorities these were the first public body approached to implement the
programme. After discussions and negotiations between IPB and the City and
County Managers it was eventually agreed that a programme would be
implemented and IPB would provide guidance for its implementation. In 1988

a risk management manual was published containing policies and strategies for

18

Central Statistics Office unemployment figures 1980-1992.
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risk management. This was distributed by IPB to the local authorities and the

implementation of the programme commenced.
29 SUMMARY

The activities of the local authorities are, in the main environmental, and their
aim is to provide services to the public within the terms of the relevant acts of
parliament. The County or City Managers are the holders of most of the
power in the running of the local authority and as corporate managers have the
task of ensuring that their organisation achieves its overall objectives. Risk is
a factor which could contribute towards a failure to achieve these objectives
consequently it needs to be managed. This may be achieved by a risk
management programme. One of the methods of stabilising the cost of risk is
by effecting insurance through a registered insurer. In order to achieve this
IPB was formed as a mutual insurer to underwrite the risks of local authorities,
and, eventually, the other public bodies. During the decade of the 1980s IPB
have been shown to have performed poorly so that the cost of insuring has
risen, on average 14.2% per annum as compared with the market average of

5.8% (see appendix A, figures 3 and 4, table 6).

The local authority is the largest class of public body, in terms of claims costs
and premium income, insured by IPB. If their claims costs can be reduced this
will affect the loss ratios of the insurer. The local authorities are not required
to insure with IPB and may obtain cover elsewhere, although they do not avail
themselves of this right. 1In fact, there is no legal requirement for them to
insure at all leaving the option open for self-funding of losses. Thus the
fortunes of the local authorities and IPB are intertwined. If a risk management

programme can be implemented effectively in a local authority this will reduce
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the cost of risk within that organisation as well as improve the performance of
IPB. If the performance of the insurer can be improved this would reduce the
cost of insurance premiums to their clients and also increase dividends for their
insured and make more money available to provide for the fulfilment of the
local authority's objectives. A means by which this may be achieved is by
making a risk management programme an integral part of a local authority's
strategy. In the next chapter the formulation of strategy and its connection

with risk management will be discussed.
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CHAPTER 3

THE FORMULATION OF STRATEGY

3.1 INTRODUCTION

In this chapter the literature relating to strategy will be examined in order to
gain an understanding of its nature and its relationship with risk management.
This will be applied to local authorities, and then to liability risk management.
As this research deals primarily with liability risk management implementation
of health and safety programmes will also be considered as this is an integral

part of any action aimed at reducing losses.
3.2 AN OVERVIEW OF THE NATURE OF STRATEGY

Strategic management has been defined as

"a set of decisions and actions that result in the formulation
and implementation of plans designed to achieve a company's
objectives” (Pearce & Robinson 1991:3).

The word "plan” implies a static approach to the management of the company
thus this definition does not take into account the fast changing nature of the
world in which a firm has to operate. As the environment changes the firm
will have to formulate and implement new strategies or adjust its old ones so
that it can cope with the new situation. The definition is also limited in that it

refers only to companies which are usually perceived to be related to
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commercial and industrial activities. This omits other types of organisations
such as charities and local authorities and implies that they cannot be managed
strategically. Bozemann & Straussman (1990) and Johnson & Scholes (1993)
do not consider this to be the case. The former suggest that public bodies
should be managed strategically, whilst Johnson & Scholes (1993) refer to local
authorities and charities on a number of occasions as organisations which can

be managed strategically (e.g. 1993:25, 29, 178, 179, 222).

Johnson & Scholes (1993:16) are of the view that strategic management has
three main elements. These are (i) strategic analysis, where management
attempt to understand the strategic position of the organisation; (ii) strategic
choice involving the formulation of possible actions, their evaluation and the
choice between them; and (iii) strategy implementation, which is concerned
with how strategy can be put into effect and managing the changes required.
Pearce & Robinson (1991) seem to encapsulate this view in their definition.
Without strategic analysis recommended by Johnson & Scholes (1993)
management would be unaware of the company's objectives referred to by
Pearce & Robinson (1991). Thus strategic analysis is implied in the first
definition. The fact that strategic management is considered to be a set of
decisions and actions by Pearce & Robinson (1991) implies the existence of
choice referred to by Johnson & Scholes (1993). Both writers refer to the
necessity to implement the strategy. Thus these two views are similar in effect
except that Johnson & Scholes (1993) extend strategic management beyond the
commercial environment. Pearce & Robinson (1991:3) clarify their views of
the nature of strategy by describing the critical tasks of strategic management as

being :
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"1.  Formulate the company's mission, including broad
statements about its purpose, philosophy and goals.

2. Develop a company profile that reflects its internal
conditions and capabilities.

3. Assess the company's external environment, including
both the competitive and general contextual factors.

4. Analyze the company's options by matching its
resources with the external environment.

3. Identify the most desirable options by evaluating each
option in light of the company's mission.

6. Select a set of long-term objectives and grand
strategies that will achieve the most desirable options.

7. Dewelop annual objectives and short-term strategies
that are compatible with the selected set of long-term
objectives and grand strategies.

8. Implement the strategic choices by means of budgeted
resource allocations in which the matching of tasks,
people, structures, technologies, and reward systems is
emphasised.

9. Evaluate the success of the strategic process as an
input for future decision making. "
(Pearce & Robinson 1991:3)
These tasks imply that once they are completed the organisation will be able to
implement the strategy, little attention is paid to the issue of successfully
embedding the strategy in the organisation. Task eight refers to
implementation as a task by means of budgeted resource allocations without

considering the effect of the strategy on the people within the organisation
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except to match the tasks of people etc. through the budget. Each of the steps
included above are rather idealistic and seem to ignore the possibility of

resistance to them within the organisation.

Johnson & Scholes' (1993) definition encapsulate these nine tasks in the three
elements referred to earlier. They emphasise strategy implementation by
including it in one of the three main elements instead of one of nine. They
consider that it is important to consider how to effect the strategy and manage
the changes involved. The view submitted by these writers seems to be less

idealistic than the opinions submitted by Pearce & Robinson (1991).

Quinn (1989:20) reports that management does not follow these highly
formalised textbook approach to strategic management by means of long range
planning, goal generation and strategy formulation. Instead, they use formal
analysis together with behavioural techniques and power politics to achieve
broadly defined ends which are gradually refined. Thus they would disagree
with the approach taken by Pearce & Robinson (1991).

Strategy 1s defined by Johnson & Scholes (1993:10) as:

"the direction and scope of an organisation over the long
term: ideally, which matches its resources to its changing
environment, and in particufar its markets, customers or
clients so as to meet stakeholders expectations "

This definition of strategy emphasises its long term and dynamic nature. The

definition given by Pearce & Robinson (1991:3) is:

"large-scale future-oriented plans for interacting with the
competitive environment to achieve company objectives. "
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Johnson & Scholes (1993) emphasise the changing environment whilst Pearce
& Robinson (1991) seems almost to imply that there is a static competitive
environment rather than one that is changing. The former writers extend the
meaning of strategy to take into account that the operation of an organisation is
not only affected by its environment but also affects it. In their view the
direction and scope of the organisation is aimed at a variety of factors which
are changeable to which the organisation should react rather than there being a
static set of objectives as implied by Pearce & Robinson (1991). The aim of
strategy is extended beyond achieving a company's objectives but should also
be aimed at meeting stakeholder's expectations!. Thus there is an emphasis on
a dynamic environment which is constantly changing meaning that the
organisation should react to the changes. Thus Johnson & Scholes (1993)
definition of strategic management is more dynamic than that of Pearce &

Robinson's (1991).

Local authorities are organisations which have goals to achieve within their own
environment as well as stakeholders to appease. The goals of local authorities
was discussed in chapter two, sections 2.4 and 2.5. The stakeholders of a
local authority include the local electorate, tourists, the public in general, and
central and local government. The strategic management process is a means
through which the objectives of the local authority may be attained, and their
stakeholders expectations met, taking into account the environment in which it
is performing. If the local authorities' aims and objectives are clearly
understood by management they are more likely to be achieved than if they are
unclear or not formulated. In order to successfully fulfil their objectives, and

meet their stakeholders expectations, an analysis of the environment in which

Stakeholders are persons affected by the operations of the organisation.
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they are operating should be carried out so that they are able to understand the
factors affecting their objectives. This analysis would also assist in
maintaining contact with the needs of the stakeholders. Both Pearce and
Robinson (1991) and Johnson & Scholes (1993) are of the view that the process
of strategic management, as envisaged by them, may assist in the achievement

of their objectives.

Johnson & Scholes (1993:xxii) emphasise the importance of strategy to the
public sector and non-profit organisations . This would seem to be a
reasonable argument as a local authority's main goal would be to meet
stakeholder's expectations as part of their overall objectives. This is due to
their political nature. Local government is appointed by the voters residing
within the area which they represent and would therefore be more susceptible to
the actions of stakeholders. Because of this, the aim of meeting stakeholder's
expectations would be more strongly reflected in their objectives than in the
case of a profit making organisation. This is also emphasised by the
provisions of sections 5 and 6 of the Local Government Act, 1991 which
describes the function of a local authority as representing the interests of the
local community. In view of the foregoing arguments Johnson & Scholes
(1993) view of strategy seems to be preferable because of its wider application

and less formalistic approach and will be used for the purposes of this research.

Both sets of writers reach similar conclusions concerning the process of
strategic management. Pearce & Robinson's (1991:13) consider this process to

consist of®
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1. the setting of a company mission which is the unique purpose
that sets it apart from other companies of its type;

2. reviewing the company profile and the external environment;

3. setting long term objectives and the grand strategy through which
these are achieved;

4. setting annual objectives which are achieved by the operating
strategies;

5. setting policies which are broad, precedent-setting decisions to
guide repetitive managerial decision making;

6. institutionalising the strategy;

7. and finally controlling and evaluating the strategy.

This seems to capture the process which management should ideally go through
in order to strategically manage their operations. In practice the actions taken
by management will not be so clear, the process is an iterative one which may
involve moving from one step to another and then back again. Despite this the
Pprocess set out above does provide a model which explains the components of

strategic management.

Generally strategy is written about as though it is always intentionally formed
by management in terms of the above process but this is not necessarily how
strategy is realised?. Johnson & Scholes (1993:35) are of the view that there is
a tendency towards momentum of strategy in that once an organisation has
adopted a particular strategy it tends to develop from and within it rather than
fundamentally changing direction as a result of a change in the environment.

Mintzberg (1978:934-48) shows how strategy formed incrementally over many

See, for example, the work of Pearce & Robinson (1991).
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decades amongst a number of organisations and this is supported by Quinn
(1989:20). Johnson & Scholes (1993:38-39) accept this view and have
characterised strategy as being emergent, opportunistic or imposed. An
emergent strategy occurs when a strategy develops over time; opportunist
strategies develop if an organisation decides to take advantage of an opportunity
which arises; imposed strategies may be inflicted on an organisation as a result
of a change in the environment, for example government action may have a
direct affect on the strategy of a local authority. Thus strategy can be seen as a
means by which an organisation matches its resources to the environment and in
this way achieves its objectives which may develop formally by means of the

strategic management process or emerge informally.

The responsibility for setting strategy is with management (Johnson & Scholes
1993:xx) and is set at a number of different levels. Both Pearce & Robinson
(1991:5) and Johnson & Scholes (1993:11) refer to three levels corporate,
business and operational. Corporate is strategy set at top level by the board
whilst business strategy is set by the business units and operational is set by the
various departments. In smaller organisations there are only two levels with

business and corporate levels being combined.
3.3 STRATEGIC MANAGEMENT IN LOCAL AUTHORITIES

The discipline of strategic management has mainly been applied to business
organisations but it is submitted that it can be just as well applied to a non-
business organisation, such as a local authority, as both types of organisations
have reasons for being, albeit different. It has been argued by a number of

writers that strategic management will benefit a business®. If this is the case

See, for example, Pearce & Robinson (1991:9).
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then the application of this concept should be able to assist in the more effective
and efficient running of a local authority. Johnson & Scholes (1993:27)
consider that many of the concepts included in strategic management are just as
important in the public sector as the private (1993:25, 29, 178, 179, 222).
There will be differences in approach and goals when compared with business
but it would be up to the management of the public body to identify the focus
of attention in considering strategic development in their organisation. Local
authorities are similar in some respects to a business organisation in that they
have, for example, a labour market from which they obtain a supply of workers
and a money market from which they obtain financial resources. It also has
other suppliers, users or customers but the fundamental difference is that at its
heart lies a political market which approves budgets and provides subsidies
(TenDam 1986:78). It is this political dimension which distinguishes local
authorities from businesses®. The former still have to supply a service in the
same way as the private sector but this has to be provided in accordance with
the requirements of the local and national representatives. The functions of
local authorities are quite diverse and in some cases are considered difficult, if
not impossible, to supply through the market mechanism or, even though it is
possible to provide the service through this mechanism, it is considered socially
undesirable to do so®. The services are diverse and therefore the local
authority is unable to specialise or concentrate on a particular area and may not
be able to generate surpluses to invest in development. This lack of focus
could lead to mediocrity of service. Managing a local authority strategically

could provide the required focus and improve the level of service.

See, for example, the discussion in Tendam (1986) and Bozemann & Straussman (1990).

See, for example, Roche (1982:7) and the reference to the Macrory Review Body (1970) which
wrestled with the problem of distinguishing between the types of work appropriate to central
departments, statutory boards and elected local authorities and also Byrme (1986:3) which deals
with the issue of the tasks of local authorities in the UK.
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The role of competition in the public sector would also differ from that found
in business. Competition in the public sector is usually for resource inputs
which leads to the need to demonstrate value for money in outputs to show that
the resources received are being put to proper use. In Ireland local authorities
are competing with other government bodies to obtain resources from central
government as they generate very little for their own requirements. This leads

to a strong emphasis on obtaining resources to achieve their objectives.

In Ireland the manager has most of the power in the local authorities but over
the years the councillors have gained considerable influence over the manager's
functions. The clear distinction between the executive and legislative powers
intended in the formation of the management system has become cloudy and
this has led to political influence in the goals of the council (Roche 1982:113).
This makes the aims of the local authority and their implications less clear than
in a business organisation where political opinions and policies, in the sense of
party politics, are less important. Thus it would be more important to
concentrate on the process of strategic management rather than the result
oriented content of decisions (Wiseman 1993:146). Process is focused on the
actions that lead to and support strategy and deals with planning methods,
decision making and the impacts of individual and group characteristics and
structure on strategy (Wiseman 1993:146). Wiseman (1993:147) argues that
the strategic planning process should be attractive to small government units as
accurate planning and good planning procedures are significant elements in
improving their productivity. Jensen (1982:158-160) sets out a six step
process which is similar to those used in strategic management texts concerned

with profit making organisations. That is:
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1. areview and redefinition of the core mission;
a description of current condition;
environmental analysis;

description of improved conditions;

expected key accomplishments; and

AN O i

expected key decisions.

This is similar in effect to the process referred to by Johnson & Scholes (1993)
and Pearce & Robinson (1991) discussed above. Jensen (1982) takes a rational
approach to management and writes in a similar vein to Pearce & Robinson
(1991). He, like them, ignores problems of implementation of strategy and
organisational culture. Despite this the process is useful in assisting top
management in formulating strategy. During the course of this process
implementation and the barriers that may be faced should be kept in mind. A

discussion of the implementation of strategy will take place in chapter 4.

Local authorities are able to formulate a core mission but this will have to be in
the context of policy set by government at local and national level. Thus a
mission could be (1) to fulfil the requirements of the Local Government Acts in
the most efficient and effective manner; or (2) to fulfil the expectations of
local residents in the most effective and efficient manner. Either of these
could be a mission which can be used to drive a local authority in the direction
in which it intends to go.  As strategy is aimed at achieving a favourable
relationship with the organisation's environment in order to achieve its ends a
review of the environment in which it operates is also necessary. In the past
this environment has been considered stable and devoid of threats but this is no

longer the case. For example emphasis is being placed on local authorities’
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responsibility for the environment as the green lobby becomes stronger®. A
further change is the increase in the number and value of liability claims being
instituted against local authorities’. Response to these changes will require to

be built into the strategies of the local authorities.

Setting long term objectives are also possible within the local authority despite
the fact that politicians are elected every five years. Continuity is maintained
by the system of managers and officers used within local authorities who deal
with any changed circumstances following a by-election. The objectives may
be affected by the ideology of the party in power at both central and local level.
In some instances these could conflict as the party in power at local level may
be in opposition at central government level. In addition there would be
competition within the council concerning objectives to be achieved which
would affect the operation of the local authority. In government itself there
may also be conflict concerning the goals to be achieved within Ireland as
governments and the constitutions of government changes. In recent years
Irish governments have been coalitions of parties with different views of the
long term. This will affect the formulation of strategy due to differing
political ends®. Despite this, long term goals can be set which are flexible and
take into account the changing political environment. Thus flexible, long term
objectives in excess of one year may be set and strategies established to attain

these objectives. In order to achieve these long term objectives short term

Recent elections (1992) have shown a greater awareness of green issues with two members of the
Green Party in Ireland being elected to the European Parliament. In addition local and national
government seems to be becoming more aware of these issues.

IPB confirmed in an interview in October 1993 that the number and value of claims against local
authorities have risen substantially over the past ten years but did not provide figures to
substantiate this.

See also Coakley & Gallagher (1993:151) where 'brokerage ' is discussed. This may be
another impediment towards the formulation of a strategy
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ones to be completed within one year or less will need to be formulated
together with the necessary operational strategies. In setting these goals the
different stakeholders will have to be considered. Unlike businesses there are
no board of directors or shareholders but there is national government, the
electorate, users of the facilities provided and the local politicians who have an
interest in the activities of local authorities. Once these objectives have been
set policies may be written, the strategy institutionalised and control and
evaluation procedures put in place. Throughout the process management
should be aware of how the environment is changing so that the effect of this
on strategy can be analysed and the necessary steps taken to match strategy with
the new environment. This model has been developed to provide an idealistic
understanding of the strategy process. Quinn (1989:20) argues that this
process is not carried out as management develop strategy incrementally yet it
would seem within this incrementalism there may be the elements of the above

process.

The levels of strategy differ from those found in business organisations,
although it can be argued there are still three levels. At corporate level the
main issues about the overall scope of the organisation are set by an act of the
Oireachtas® and central government. Local representatives are able to make
decisions concerning implementation of the overall mission. They may lobby
central government for resources to achieve their perceived priorities in a
similar way to profit making organisations at business level. Resources, once
they have been obtained, will have to be allocated by the management of local
authorities in conjunction with the requirements of central and local public

representatives although the final power of allocation lays with management.

Irish parliament consisting of the Dail and the Seanad.
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Thus the local authorities would represent the point where the second level of

strategy is formulated.

The third level in a business organisation is operational strategy where
consideration is given to the different functions of the enterprise. This is also
the case in local authorities where there are a number of different functions
such as finance, engineering, etc. which are at departmental level. One of the
functions of management is to manage risk and this would apply equally to
public sector management. The risks faced are different to business
organisations and are more diverse but they still exist (Bozemann & Straussman
1990:34) In local authorities there is the risk that if a budget is not agreed by
the members of the council that council will be suspended!®. This risk could
be brought about by the high cost of liability claims, thus a strategy will need to
be formulated at local authority level to deal with this issue. The formulation
of this strategy will assist the local authority in achieving its overall mission of
fulfilling the requirements of the local government acts in the most efficient and

effective manner or the meeting of the expectations of its stakeholders.
34 THE NATURE OF RISK MANAGEMENT

Strategic management and its application to local authorities as a method
through which they can achieve their objectives has been considered above. It
is possible that an uncertain event could occur which would prevent them from
achieving their aims. This risk can be analysed and effectively dealt with by
using methods advocated by the discipline of risk management. In this section
it is intended to consider the nature of risk management and its place in the

overall strategy of a local authority.

10

For example the Dublin city council was suspended in 1969 (Coakley & Gallagher 1993:23).
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A measure of whether a strategic option is worth pursuing is the rate of return
on that strategy, but according to Johnson & Scholes (1993:289-294), a further
measure of acceptability is risk, that is to say the two can be evaluated
seperately rather than referring to combining risk with return!!. Thus if the
risk of failure is high, despite the possibility of high return, the option may not
be pursued and a less risky option implemented. Johnson & Scholes
(1993:289) argue that risk should be assessed as part of an evaluation of
specific strategic options. Thus, for example, financial risks of a particular
strategic option should be considered as part of the evaluation of a strategy, as
there is a clear link between risk and strategy when considering the financing of
a particular project. The financing of the project could change the capital
structure, if long term loans are used, as finance can affect the gearing of the
organisation adversely. The analysis of the risks involved in the assumptions
made in considering future markets or other uncertain variables is
recommended by Johnson & Scholes (1993:292) as part of the process of
evaluating strategic options. This recommendation covers all organisations,

including public bodies (Johnson & Scholes 1993:290).

Risk is a normal part of the life of an organisation. Baird & Thomas
(1990:35) consider that the basic conceptualisation of risk in particular times
and environments could lean towards risk as innovation, risk as variance, risk
as disaster, risk as entrepreneurship, risk as failure to achieve targets, risk as
loss probability and/or risk as lack of information. Vaughan (1989:17)

considers risk to be;

11

See Johnson & Scholes (1993:374) where he discusses the effect of using quantitative methods
on risk behaviour and the avoidance of failure.
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"a condition in which there is a possibility of an adverse
deviation from a desired outcome that is expected or hoped
ﬁ r n

This would seem to include risk as: variance; disaster; lack of information; and
loss probability and also involves the concepts of uncertainty and the possibility
of the occurrence of an untoward event which are an inherent part of risk when

discussing risk management!2.

There seems to be differences of opinion amongst the writers on risk
management as to the nature of the risks to be handled by the discipline. The
wide view, which includes all types of risks in the risk manager's remit, and a
narrow view, which includes only risks which may be insured. In between
there are a number of varying opinions as to the extent of the risks which are
covered by risk management (see Carter et.al. 1994; Claes & Meerman 1991;
Dickson 1991; Grose 1989; Head & Horn 1991; Valsamakis et al. 1993).

The outcome of a strategy is uncertain in that the assumptions made in the
formulation of the strategy may be incorrect or the expected results not
forthcoming. This may be caused by various events including, in the case of
local authorities, a reduction of the amount of money made available to them
by government, the advent of privatisation or a large liability claim which
increases the cost of insurance in the future or decimates their budget. Thus
strategy and risk are interwoven which leads to the conclusion that risk needs to

be managed as part of the strategy of an organisation.

12

For a fuller discussion concerning a definition of risk in the context of risk management see
Valsamakis et al. (1992:24), and Vaughan (1989:3).
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When a strategy is being formulated by local authorities there is the risk that
their overall goal may not be achieved, that they may not be able to meet the
expectation of their stakeholders or match their resources to the changing
environment. In order to reduce this possibility a strategy should be developed
which takes into consideration these concerns. Risk management is a process
which allows management to identify, evaluate and control the events which
could possibly affect adversely the achievement of their objectives!3. There
are many factors which may detract from an organisation achieving its goals.
One such factor is the possibility of legal action being pursued by an employee,
or third party!4, injured in an accident or suffering ill-health due to conditions
emanating from the operations of the organisation. This leads to unforeseen
costs being incurred by way of compensation. Further expenses such as legal
fees and other costs in both financial and human terms, some of which are
difficult to quantify, will also be experienced. These would contribute towards
a reduction in organisational achievements and also, possibly, loss of
reputation. In some cases the cost could be large enough to affect the survival
of the organisation or lead to a failure in overall strategy. Resources are
needed to achieve the objectives of an organisation and if some of these have to
be diverted to meet the cost of a third party claim, or increased insurance
premiums, this could lead to failure in the strategy through lack of resources.
The discussions in Cannon (1994:193-199) of the performance of various
organisations following a disaster shows the extent to which its affect can
impinge on the operations of the organisation!’, If the organisation is a small

one with few assets a large third party claim could mean that these assets have

13
14

15

See for example the discussion in Valsamakis et al. (1992:54).

A third party is some person or body who is extemal to the firm who has not entered into a
contract of employment with the organisation.

For example the sales growth of Perrier water fell from 40% to less than 5% following the
problems of punty experienced by this firm's product. (Cannon 1994: 198),
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to be liquidated to meet the requirement to pay damages thus preventing the

organisation from trading.

Liability risk and health and safety of third parties and employees are linked.
Compensation is awarded in respect of bodily injury or disease as well as
property damage. If these costs are to be controlled a health and safety policy
would have to be implemented and this should form part of a risk management
programme. An overall organisational strategy which is aimed at meeting
stakeholders expectations would involve the reduction of risk of injury to them
and a strategy would have to be formulated to achieve this aim. This strategy
would involve the implementation of a risk management programme aimed at

reducing liability risk.

Traditionally the risk of injury to an employee or deterioration of his or her
health as a result of the operations of the firm have been dealt with by the
personnel department. This has been achieved by technological and
behavioural means, and deals only with accidents affecting employees and gives
little consideration to the possibility of third parties being adversely affected by
the organisation's activities. Neither does this function become involved in the
provision of finance following a loss as this is dealt with by the department
handling insurances. A further activity following an accident is the
investigation of the incident with a view to establishing legal liability. This is
not usually incorporated into the health and safety function, although causes of
accidents may be investigated for other purposes. Investigations following a
claim are usually left to insurers and may therefore be outside the control of the

organisation.
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Insofar as liability risk is concerned these aspects are interrelated. Accidents
will affect the cost of insuring and also the possibility of obtaining insurance as
well as the overall functioning of the firm. If care is not taken to carry out
investigations following an accident unnecessary legal and compensatory costs
may occur. These activities therefore need to be co-ordinated and this should
be the task of risk management. Thus the risk management function
encompasses the tasks of a safety officer, as well as the purchasing of
insurance, but extends further to include a more comprehensive approach to
liability risk. Third party safety has to be maintained, environmental issues

taken into account, claims investigated and negotiated.

This means that the risk management function transcends departmental
boundaries. For example, in the case of local authorities, the engineering
department is responsible for maintenance of roads and footpaths and for the
safety of members of the public using their facilities. The insurance ;
programme is negotiated by the finance department and administered by the
clerical department. Thus the risk manager will have to find a way of co-
ordinating these various duties which are the responsibilities of managers who
may be senior to him or have the same level of authority. In order to achieve
a strategy of risk reduction and control the person responsible for risk will have

to develop a risk management programme taking the above factors into account.
3.5 THE RISK MANAGEMENT PROCESS

Risk management may be considered a process involving a number of steps
aimed at identifying, evaluating and handling risks. Claes & Meerman (1991);
Dickson (1991); Grose (1989); Head & Horn (1991); Valsamakis et al.
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(1993), amongst others, have all considered the constituents tasks of risk

management and these will be discussed below.

3.5.1 IDENTIFICATION OF RISK

This task is an integral part of a risk management programme. It is only by
identifying risks that action can be taken to control them. In order to carry out
this task systems should be established which are aimed at determining the
nature of the risks being faced by the organisation so that action can be taken to

provide for their occurrence and lessen their impact on the organisation.

3.5.2 EVALUATION OF RISK
Once the risks have been identified they will need to be evaluated so that they
can be prioritised. Once risks have been prioritised decisions can be made

concerning how to handle them.

3.5.3 RISK CONTROL

Once the risks have been identiﬁed and evaluated decisions are made as to how
these risks are to be controlled. This could be achieved by physical or
behavioural means. The control of costs following an accident is also important
and forms part of risk control. This is particularly true in the case of liability
risk, The payment of compensation revolves around the existence of legal
liability which will depend on the facts of the accident and how they are
presented in court. Time will erode any witnesses memory and also provide
room for embellishment in the event of sympathy lying with the injured party.
Thus an immediate investigation following an injury can improve the chances
of obtaining accurate details of the circumstances surrounding the accident.16

This will be essential if it is decided to defend the action. Investigations

16

See Rokes (1981:55)or a full discussion of these points'.
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should be carried out as soon as possible, statements and photographs taken and
essential evidence retained. This will establish liability quickly so that, in the
case of the injured party being entitled to compensation, a settlement can be
negotiated without incurring the additional cost of lawyer's fees thus saving

further expense.

3.5.4 FINANCING RISK

Financing risk is a means of providing funds to meet the costs incurred
following the operation of a risk. In the case of liability risk this will involve
compensation for injured parties if legal liability can be proved or funding the
defencé of an action, including investigation costs, if necessary. A decision
will have to be made as to whether the organisation is going to provide
financing internally or externally. The normal method is by means of
insurance which is an external method of funding. Funding internally could be

carried out by setting up a fund or paying claims out of revenue.

3.5.5 MONITORING THE RISK MANAGEMENT PROGRAMME

The programme, once implemented, must be evaluated and monitored. This is
to ensure that the objectives of the programme have been attained. If this is
not the case the person responsible for risk management will need to take action

to rectify the situation.

3.5.6 CRITICISM OF THE PROCESS
The above process is criticised by the risk management roundtable!” (Burlando,

et al. 1990:50). They refer to the five step decision making process in similar

17

In early 1989 the risk and insurance management society (RIMS) in America formed the risk
management roundtable to advance the theory and practice of risk management. It consists of
experienced risk managers whose aim is to meet regularly to identify trends and issues and
develop mechanisms to address them in order to broadly disseminate views and concerns
(Burlando et al. 1990:50).



terms to the one above. In their view the process does not adequately describe
how risk managers make decisions. This criticism seems unwarranted as the
process is not a decision making one but a model showing how the risk
management task operates. They also criticise the model because they consider
that the tasks as set out are time ordered but this is not necessarily the case.
They are in fact iterative, the identification of risk will involve measuring and
monitoring and these steps also involve identifying risk as new ones arise.

Risk management is a continuous and iterative process and as long as this is
remembered the steps model the risk management task, albeit imperfectly as is
the case with any depiction of reality. Thus it is argued that the steps referred

to above adequately represent what a risk manager does.
3.6 FORMULATING FUNCTIONAL STRATEGY

In the view of Pearce & Robinson (1991:295) the setting of functional strategy
is part of the implementation process. It consists of formulating annual
objectives which guide the organisation towards the achievement of its overall
mission and functional strategies, which operationalise the unit's objectives and
translate grand strategy into action plans. On the other hand Johnson &
Scholes (1993:311) consider that operational objectives are distinguishable from
corporate objectives in that the former relate to the individual units of the
organisation in the same way as Pearce & Robinson (1991), but are of the view
that these strategies are part of the formulation process. Thus there is a
difference of opinion between the two sets of authors as to the place of setting

functional strategies in managing an organisation strategically.

Formulation and implementation of strategies are integrally linked. Once

strategy has been formulated it has to be implemented and this should be borne
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in mind whilst deciding on strategy. It seems reasonable to argue that in order
to achieve the firm's overall mission the functionaries must institute strategies
to achieve this goal therefore it is part of the implementation process of the
mission and grand strategy. Despite this it is intended to deal with risk
management strategy in this section rather than in the chapter dealing with

implementation of strategy.

The formulation of strategy at operational level consists of devising functional
objectives which are normally set for a period of one year or less and setting
strategies to achieve these objectives.  This is followed by drawing up policies
which are aimed at directing managers in making their every day decisions
(Pearce & Robinson 1991:297). These factors will now be discussed as

applied to risk management.

3.6.1 RISK MANAGEMENT STRATEGY

Section 3.5 sets out a process which forms part of a risk management
programme and is a means of achieving the risk management strategy. This
strategy is formulated in terms of the overall goals and objectives of the
organisation. It is doing the right things as opposed to doing things right
(TenDam 1986:79). To set strategy risk management must remove itself from
the day to day running of the company and take an overall view of the
organisation and environment as a whole to see how the function fits within the
overall scenario. The long term view of events should also be taken rather
than a short term fire-fighting approach. Risk management is inherently long-
term as steps taken to reduce risk will have to deal with events that may never
happen, or may possibly occur many years in the future. If there is a fall in
risk management vigilance this could lead to losses which may well have been

dealt with if a long term view had been taken.
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Bannister (1989:11) is of the view that all members of management are
involved in managing risk and that the ultimate risk manager is the chief
executive officer who, through his or her team, manages the risks of the
company. The extent of risk management, according to Bannister, will depend
on the CEOs broad view, his allocation of responsibilities and the determination
of priorities of the various executives. There is a link between the style of the
company and the pattern and degree of risk management. Some companies
tend to be aggressive risk takers others excessive risk avoiders!®. At business
level and corporate level an acceptable level of risk will shape the outline of
risk strategy. The style of the company in accepting risk will depend upon the
risk profile of the chief executive and the board. These are the team that lead
the company and from which its overall profile is formed. They shape the
overall direction of the organisation. Thus risk management should be in a
position to understand the acceptable level of risk and formulate a strategy that

takes this into account (Bannister 1989:11).

Burlando et al. (1990:50-52) point out that the mission of risk management

generally focuses on

"the preservation of assets and continuity of earning power"

generally coupled with the steps in the risk management process. They
consider this to be unacceptable in the 1990s . What is more important,
according to them, is the ability to co-ordinate interdisciplinary skills rather
than the skills inherent in identifying, evaluating and handling risk. In their

view this latter approach is more in line with the ways in which organisations

18

See for example the discussions in Peters (1992: 145, 176, 584-5).
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are developing. As risk affects every part of the organisation, whether it be
engineering or treasury, there may be some conflict between line managers in
the setting of risk management strategies (Smith & Williams 1991:58) Thus
the formulation of policies requires the co-operation of managers of other
functions who may see the efforts of a risk manager as an intrusion into their
sphere of operation. Uncertain events can and will cross traditional functional
boundaries. Roskopf & Aiello (1991:58) quote Moss Kantor as stating that in
the future organisations will resemble a matrix rather than a hierarchy and
managers will have to cut across all functions. Specialisation will still be
important but emphasis is placed on building coalitions and soliciting support
from other areas. This statement applies in particular to risk management.
Burlando et al. (1990:52) are of the view that the mission of risk management
should be to select, co-ordinate and efficiently apply interdisciplinary skills to
harmful uncertainties which may diminish the future value of public, private or
personal resources. This seems to comply with the views of the other writers
in referring to using interdisciplinary skills and the reference to 'co-ordinate’

implies the use of other managers skills to achieve risk management objectives.

The views of the above writers are also applicable to risk management strategy
in a local authority. These organisations are fixed in their structure and a
newly appointed risk manager must take into account the crossing of these
immutable functional boundaries to achieve their strategy thus the co-ordination
of interdisciplinary skills will be essential. As has been shown in chapter two
and earlier in this chapter the ingredients of risk management are spread
throughout the various departments within the local authority thus the risk

manager's task will be to co-ordinate them to achieve the overall objective.



Risk, in the sense of a failure to achieve the organisation's mission, should be
considered at both central and local government level when setting the local
authority's mission. At the second level, that is the level of the local
authority, each organisation should have its own mission and strategies which
are aimed at fulfilling central and local government aims. The goals of each
local authority may differ depending on the make up of the council and the
style of management. It would be the task of the City or County Manager to
set these goals taking into account policy considerations. It can be argued that
risk should form part of the key elements in the strategy to be discussed.
Before setting strategy an internal and external analysis (see for example Cole |
1985:26) should be carried out which would reveal key elements of the local
authority's aims and the factors which would inhibit these goals. Risk
managers, along with all departmental managers, should be involved in the
setting of strategy. Management's task would be to consider the factors in the
environment which would prevent the proposed strategy from being achieved

and bringing this to the attention of their peers.

The inhibiting factors which are inherent in the chosen strategy and accepted by
management would be dealt with by risk managers when setting their own
strategy. The setting of risk management strategies is accomplished at
operational level. The risk manager should be able to obtain a general view of
the risk profile and main hazard areas involved in the overall strategy and then
make decisions concerning how the risks should be handled (Kakis 1990:20;
Zajdlic 1984:4). This will mean reviewing the operating, risk financing,
organisational and regulatory aspects of the environment; consider the
strengths and weaknesses of risk management; derive optimum resource

allocation models after taking into account several different possible outcomes
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following the environmental analysis and then monitor the environment and the
strategic plan as the future unfolds (Cole 1985:26). The risk manager is
responsible for ascertaining the exposure to adverse events. This knowledge
would be brought to bear in the forming of organisational strategies as well as
risk management functional strategies. This analysis should be followed by
prioritisation of the risks faced and setting objectives and strategies to cope with
these risks. This will involve the setting of short term objective and functional
strategies to implement the overall strategy as part of a risk management

programmie.

3.6.2 OPERATIONAL OBJECTIVES

Broad annual objectives should be set which are in compliance with the
organisation's overall strategy. According to Pearce & Robinson (1991:222-
223) these should have the following attributes: be achievable by the
organisation; measurable so that management are aware when the objectives
have been achieved; acceptable by persons who are required to achieve the
objectives; flexible so that they can take into account a changing environment;
motivating so that the persons responsible for carrying them out are encouraged
rather than discouraged; suitable in that they tie in with the broad aim of the
organisation; understandable to those who are going to implement them.

These are attributes which would ensure that the objectives set can be achieved
at all three levels of strategy. Johnson & Scholes (1993:190) accept these
requirements except that of measurability. In their view some very good
objectives are not measurable, these are generally at the corporate or business
level. In the case of liability risk management some of the aims of the
organisation concerning risk and of the function could be nebulous and difficult
to measure. An example is the impact of a new safety strategy, such as the

installation of roundabouts or traffic lights, as their are no means of comparison
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between the existing situation and the new one. If this should arise the
constraint of measurability should not be pursued too far if the objective seems
to contribute towards the achievement of an overall goal. The difficulty of not
knowing precisely whether an objective has been achieved arises in this case but
this should not be allowed to offset the value of pursuing a suitable goal merely
because it cannot be measured. Thus the installation of traffic lights at all
roadworks may be considered to be safer than employing a person with a flag
to control the traffic yet the possible effect of this change may not be

measurable. Despite this the objective should not be abandoned.

In the past risk management has been most closely connected with finance
having evolved from insurance management (Snider 1990:38). This is still an
important aspect of the function but should not be considered the only one.
The risk manager will have to derive objectives to deal with the financial
aspects of risk management and this could involve insurance or some other
means of funding losses. The other tasks of risk management should not be
ignored and risk management should set objectives which will take these into
account. These objectives are aimed at the overall direction of the nisk
management department as opposed to the tactical level where the day to day

events are planned.

3.6.3 OPERATIONAL STRATEGIES

Operational strategies are a means by which the annual objectives and grand
strategies are achieved. They follow on from the clear articulation of
functional objectives. Strategies at this level have three basic characteristics
which differentiate them from the other strategies (Pearce & Robinson

1991:304).



67

First they are formulated for a different time horizon; they are normally
achieved within one year as opposed to grand strategies which are aimed at
three to five years. This shorter time horizon ensures that functional
management, including risk management, are focused on what needs to be done
immediately to make strategy work. The second point of differentiation is that
operational strategies are more specific than grand strategies. They show
operational managers how a grand strategy should be achieved by identifying
the requisite action for their functions. Third, different people participate in
setting strategies at functional level. Business level strategy is normally set by
the general manager, or in the case of Irish local authorities, the county or city
manager. The setting of operational strategies is carried out by the heads of
department such as engineering or finance. Risk management is considered a
separate function of business and therefore should be involved in setting its own

strategies at operational level.

Risk management would have to set strategies across functional boundaries to
achieve their objectives. For example, to achieve a goal of reducing the cost
of insurance, a local authority's claims experience would have to be improved
as premiums are calculated mainly from past claims!®. A strategy for
achieving this aim could only be formulated with the consent of the engineering
department as they are responsible for the different sites operated by the
authority. If an injury occurs to a third party at a local authority facility,
which may be caused by poor maintenance, certain steps will have to be taken.
The loss will need to be investigated, reported to insurers, the matter handled

by lawyers if a claim is forthcoming, witnesses provided for court if necessary,

19

Information supplied during a discussion with a representative from IPB at his office in Dublin
in October 1993.
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and any payments which may be made will have to be financed. These steps
would involve the engineering department, which will advise on the cause of
the accident, the legal department to deal with the third party lawyers, the town
clerk's department which will institute the claim against the insurance company
and the finance department which will ensure that the claim is paid by the

insurer. Thus all departments will be affected by risk management strategy.

3.6.4 RISK MANAGEMENT POLICIES

Once objectives and strategies have been formulated the next step is to draft
policies. A policy statement should be drawn up which sets out the aims and
objectives of risk management and provides guidance to all managers and
employees concerning risk. This should be approved by top management and
specifically adopted by them (Snider 1990:58). The aim of the policy
statement is to ensure that all members of the organisation are aware of the
aims, objectives and strategies of risk management. In addition to the general
statement of the aims, the policy statement will contain details of the
procedures which need to be followed in certain circumstances. Thus, the
person responsible for the safety of a particular area may be nominated in the
policy statement, as well as the name of the individual responsible for ensuring
that all accidents are reported. SHAWAWA requires that an individual be
nominated as safety officer and the name of this person should be included in a
safety statement. Thus, the risk management policy statement could
incorporate the legally required safety statement, but might take this further to
include all risk management aims, objectives, strategies and procedures. This
policy should be written and be made accessible to all staff so that everyone is
aware of the action to be taken in specific circumstances. The provision of a
policy document will assist in achieving the aims of the risk management

department in that useful informatton on what to do in a variety of
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circumstances is provided to employees. It should be available and readable so
that all members of staff have access to ensure that the required tasks are

carried out.

Pearce & Robinson (1991:317) consider that policies are designed to control
and reinforce the implementation of strategy in a number of ways:

1. They establish indirect control over independent action by stating how
things are to be done. Thus action can be taken by individuals
quickly without reference to top management.

2. They promote uniform ways of handling similar activities. This
ensures that all tasks required by risk management are handled in
such a way as to conform with, for example, the requirements of
insurance policies. These may contain certain conditions which have
to be complied with before the organisation can achieve the benefit of
the policy in the event of a loss.

3. They ensure quicker decisions when necessary by standardising
requirements. The example of the requirements of an insurer for
validating an insurance policy or claim apply here as well as
standardising action to be taken following an accident for
investigative purposes.

4. They institutionalise basic aspects of organisational behaviour. Again
this is aimed at consistency and making the requirements of risk
management second nature to employees.

5. They reduce uncertainty in repetitive and day to day decision making.

6. Policies counteract resistance to or rejection of chosen strategies by
organisation members.

7. They provide predetermined answers to routine problems.
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8. They provide a mechanism for avoiding hasty and ill-conceived
decisions in changing operations. Prevailing policy can always be
used as a reason for not yielding to emotion-based expedient or
temporarily valid arguments for altering procedures and practices
(Pearce & Robinson 1991:318). There is a danger that management
or employees may still make decisions based on what they feel to be
right in the circumstances and may justify the decision afterwards

with reference to the policy statement.

These factors would assist in communicating risk management's aims and
objectives to the rest of the organisation thus facilitating the control of risk and
reinforcing the implementation of their strategy. Advice is provided by the
policy document as to how risk should be handled as well as what to do after a
loss. This facilitates the control over the action of other personnel affected by
the risk manager's strategies. Also it ensures that claims handling or loss
prevention activities are handled uniformly and makes for quicker decisions.
The provision of a written policy document on its own does not provide a
means of overcoming resistance by peers to the aims of the risk manager as will

be discussed in chapter four.
3.7 SUMMARY

In this chapter strategic management has been discussed as a way of enabling
the organisation to cope with the changing environment. It has been argued
that this method can be applied to public bodies such as local authorities. Risk
management, as a means of dealing with uncertainty, has been considered, and
it has been advocated that this discipline may be integrated into the strategies of

the organisation to deal with the possibility of the occurrence of uncertain,
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adverse events. A means of formulating such a strategy has been discussed
and it has been argued that by doing this the organisation will be better able to

achieve its overall mission.

A possible overall goal at central and local government in Ireland could be to
reduce costs and a means of achieving this, insofar as risk management, is
concerned is to reduce exposure to liability claims. In order to achieve this
overall objective risk management will have to formulate strategies and
policies. These have been discussed above and suggestions made as to the
nature of policies and strategies which may be set by risk management.
Formulation is the initial part of managing strategically but once strategy has
been developed it needs to be implemented. This is the subject of the next

chapter.
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CHAPTER 4

IMPLEMENTATION OF A STRATEGY
FOR MANAGING RISK IN A LOCAL
AUTHORITY

41 INTRODUCTION

In this chapter the literature relating to the implementation of strategy will be
assessed and applied to local authorities and risk management. Despite the
formulation of a strategy barriers may be erected during implementation which
may prevent the achievement of the strategy. Literature concerning strategy
implementation will be reviewed with the aim of ascertaining the nature of any
impediments and means of overcoming them. These will then be applied to
for application to a liability risk management programme. Barriers to the
implementation of a safety programme will also be considered as such a
programme would be an integral part of risk management. Finally the chapter
develops a conceptual model which may help to overcome barriers to the

implementation of a risk management programme in a local authority.
4.2  INSTITUTIONALISING THE STRATEGY

The making of strategic decisions are likely to give rise to significant changes
which need to be managed. Johnson & Scholes (1993:311) consider the
problem of implementation as one of how resources should be managed in the
light of change, and the way in which people are to be reorganised and
managed to achieve the overall strategic change. They consider different

explanatory models of change, means of diagnosing blockages and different
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models of managing change in order to achieve implementation. This
approach acknowledges that change is always present when strategies are being
implemented and that people are the means of implementing any part of the

firm's operations.

The importance of the management of change in the implementation process
does not seem to be accepted by Pearce & Robinson {(1991:326). They are of
the view that for strategy to be successfully implemented not only must annual
objectives, functional strategies, and specific policies be formulated but it must
be institutionalised. These writers suggest that a framework developed by
Peters and Waterman, known as the McKinsey 7-S Framework, provides a
means by which the key factors to implementation can be viewed. This
framework consists of seven key factors and suggests that once strategy has
been designed managers focus on six components to ensure effective
implementation. These are: structure, systems, shared values {(culture), skills,
style and staff. Pearce & Robinson (1991) have reduced these to four having
combined staff, style and skills under the heading of leadership. They also
refers to shared values as culture. The amendment does make the framework
appear less contrived and the factors more meaningful although some of the
content is lost. The 7-S framework, as amended by Pearce & Robinson
(1991), will be used as a framework for discussion as it includes the various
factors established by a number of writers as being the key elements to
successful implementation!.  This amended framework will be used to

consider the institutionalisation of strategy.

Pearce & Robinson (1991:327) discuss the formulation of the McKinsey 7-S framework showing
how it has been compiled from the work of various researchers.
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4.2.1 THE STRUCTURE OF THE ORGANISATION

Structure is considered by Pearce & Robinson (1991:32) and Johnson &
Scholes (1993:345) as a factor which affects the implementation of strategy.
Structure identifies the key activities in the firm and the manner in which they
will be co-ordinated to achieve the organisation's purpose (Pearce & Robinson
1991:32). There are a number of different types of structures which have been
identified by the writers. In the case of local authorities the structufe is
standard throughout Ireland and can be termed a functional structure?. An
organisation which has a functional structure divides the tasks required to
achieve its objectives into functional specialities’. This enables personnel to
concentrate on only one aspect of the required work. This type of organisation

has the following advantages and disadvantages:

"Strategic advantages
L Achieves efficiency through specialisation.
2, Develops functional expertise.

3. Difterentiates and delegates day-to-day operating
decisions.

4. Retains centralized control of strategic conditions.

5. Tightly links structure to strategy by designating key
activities as separate unilts.

Strategic disadvantages

See the discussion about the structure of local authorities in chapter two section 2.3.

According to Pearce & Robinson (1991:328) there are five primary structures in an organisation.
These are functional, geographic, divisional, strategic business units, and matrix organisations.
The structure of the local authorities seem to more readily fit into the functional model as the
tasks required of personnel are split into financial, engineering, personnel and administrative.
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L Promotes narrow specialisation and functional rivalry
or conflict,
2, Creates difficulties in functional co-ordination and

interfunctional decision making.

3. Limits development of general managers.

4. Has a strong potential for interfunctional conflict -
priority placed on functional areas, not the entire
business. "

(Pearce & Robinson 1991:329).

It is argued by strategists that a particular structure will suit a particular strategy
(Chandler 1962; Johnson & Scholes 1993:345; Pearce & Robinson 1991:335).
Because of the statutory nature of local authorities their structure is not capable
of being changed to any great extent therefore it is possible that the
disadvantages inherent in this type of organisation may well surface during the

implementation of a risk management programme.

Structure is a factor in Johnson & Scholes (1993:61) cultural web*. These
writers are of the view that the less formal part of an organisational structure is
as important as the formal part in that it is more likely to reflect power
structures and to delineate important relationships and emphasise what is
important in the organisation. March (1988:101) views organisations as
political systems where both individual and role power are relevant to the

achievement of goals. These roles arise out of the structure of the organisation

This is a concept developed by Johnson & Scholes (1993:353) for understanding the way in
which beliefs and assumptions, linked to political, symbolic and structural aspects of the
organisation, guide and constrain the development of strategy and is considered in more depth
under the heading of culture.
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and this will affect the distribution of power (Bolman & Deal 1991:144; March
1988:118). The distribution of power may affect the implementation of a risk
management programme as an individual or individuals may have the power to

prevent the risk manager from completing his or her task.

If a local authority wishes to implement a risk management programme this
function should be included in the existing structure of the local authorities.
This may be achieved either, by appointing a new function, or including the
necessary tasks as additional work for an existing functionary. Without the
appointment of somebody to take responsibility for the programme it is unlikely
that it could be implemented. The allocation of a new function to an
individual or department will affect the formal and/or informal structures of the
organisation. As the local authorities are structured on a functional basis the
new function will affect the tasks of the other persons within the organisation
who are already involved in the separate tasks which make up the function.

For example, engineers may be affected because they are involved in safety on
site. If a risk manager accepts’ this task as part of his or her function the tasks
of the engineers may be diminished. This could affect the power that the
engineers have in the organisation through the control of these tasks. This
would affect the effective implementation of the programme as the persons

affected by the change in structure may not accept the new programme.

4.2.2 LEADERSHIP

This is considered by Pearce & Robinson (1991:341) to be an essential element
of effective strategic implementation. CEOs are key persons in effecting
strategy, they are a symbol of the strategy in that their attitude indicates a
commitment or otherwise to the required change to facilitate the new approach.

Key managers will also have to be assigned to the right positions to implement
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the strategy. The two questions which are fundamental are: who holds the
leadership positions that are especially critical to execution of the strategy, and
have they the characteristics needed to ensure effective implementation of the

strategy (Pearce & Robinson 1991:341).

Bennis et al. (1994:294) argues that people will complete tasks effectively if
they are valued by their leaders. Managers will also have to value the task in
itself in both the sense of philosophical and ethical values as well as the more
specific values involved in the prioritisation of tasks. If managers get their
values right then the other factors relating to leadership, style and personality
will fall into line. Bolman & Deal (1991:388) argue that changing an
organisation creates division and conflict among competing interest groups and
successful change means that the change agent requires the ability to frame
issues, build coalitions, and establish arenas in which issues can be negotiated.
Employees within an organisation have their own values which are applied to
the task in hand as well as their own goals and these factors will need to be

taken into account when effecting a new programme.

Johnson & Scholes (1993:61) do not specifically consider leadership in their
discussions of the factors affecting the implementation of strategy. In their
view power structures are key constructs and the most powerful managerial
groupings in the organisation are likely to be the ones most associated with core
assumptions and beliefs about what is important. This will include the key
managers and the CEO referred to by Pearce & Robinson (1991:341) as they
would be part of the most powerful management grouping in the sense of their
control of the organisation. Johnson & Scholes (1993:394) refer to a change

agent as the person responsible for instituting the necessary strategy and in this
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context discuss the style and tactics of managing change. They suggest three
types of change styles: the first is education, communication and participation,
which are most likely to be used in cases of incremental change; coercion and
edict, which are likely to be effective only if there is a crisis or need for rapid
transformational change and; finally, intervention, which provides an
intermediate style of management in which more transformational change can
be achieved with less risk but is a style which can also be effective in

incremental change.

In addition to the element of style, Pearce & Robinson (1991:340) include skills
and staff under the heading of organisational leadership. This seems to imply
that these factors are unimportant. Certainly the skills and style of
management is a factor in implementing a strategy but the necessary skills of
staff should also be available otherwise the organisation may not be able to
fulfil the required tasks. This will be dealt with under the heading of
resources. The failure to include reference to staff skills seems to imply a top
down approach to strategy by Pearce & Robinson (1991), that is to say
management set strategy and this will automatically be carried out by staff.
Johnson & Scholes (1993) are of the view that both a top down and bottom up
approach are necessary for the implementation of strategy. They seem to
consider that both management and employees have power to effect the change

and leadership is not the only component which achieves this effectively.

4.2.3 ORGANISATIONAL CULTURE

Culture is 'the collective programming of the mind which distinguishes one
human group from another’ it is to a human collectivity what personality is to
an individual and includes systems of values (Hofstede 1982:21). The

organisational culture is the set of beliefs and values (often unstated) that
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members of an organisation share in common. It is these which shape the
content, and account for the strength of, the organisation. These values and
beliefs are gained from the environment in which the organisation is operating.
They derive from the society out of which the members of the organisation are
chosen. Thus the culture of an organisation will reflect society's values. It
will also reflect the values and beliefs of the sub-culture of the types of
organisations of which the firm in question is a part. Thus local authorities
will reflect Irish values and beliefs as well as those values and beliefs which
arise out of contact with other public bodies and local authorities. In addition
the founders, leaders and employees of the business bring different assumptions
to the organisation which contribute towards the formation of the culture.
Culture has a crucial role in institutionalising a strategy (Pearce & Robinson
1991:347). Johnson & Scholes (1993:158) also emphasise the importance of

culture throughout corporate strategy.

Pearce & Robinson (1991:348) discuss the need to manage culture when
implementing strategy and have formulated a matrix which assists management
in managing the strategy-culture relationship. This is reproduced as figure
4.2. This matrix may be used as a model for examining the situation which
the local authorities face in implementing a new strategy. The top north-west
corner marked cell number one represents the case where a new strategy
requires several changes in certain aspects of the organisation but most of the
changes are compatible with the cuiture. In this case strategy should be linked
to the basic mission of the organisation; emphasis placed on the use of existing
personnel; care taken to amend the reward system; and attention paid to the

changes compatible with the current culture. Cell number two requires only a
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Figure 4.2. Managing the structure-culture relationship.

Many Link changes to Reformulate strategy
basic mission and | or prepare carefully
fundamental for long-term

ch . organisational difficult change
anges in key 1] 4
organisational norms
factors that are 2l 3
necessary to
implement the Few Synergistic - Manage around
new strategy focus on the culture
reinforcing
culture
High Low

Potential compatibility of changes with
existing changes

Source: Pearce & Robinson (1991:348)

few organisational changes which are broadly compatible with the
organisation’s culture. To implement a strategy in this case the firm should
reinforce and solidify the current culture and remove any organisational
roadblocks to the desired culture. Cell number three typifies the case where
there are few changes to be made but they are potentially inconsistent with the
firm's current culture. In this case the organisation will have to manage round
the culture. Cell four is a case where there are many changes and opposition 1s
high and it is recommended that the strategy be reformulated. This matrix is
useful as a guide to understanding the problems of implementation but the
writers give little guidance on how to manage round the culture or reinforce a

strategy (Pearce & Robinson 1991:348-352).

Johnson & Scholes (1993:393) idea of a cultural web is a tool which provides
assistance in understanding the barriers to change which may arise out of

cultural issues. They suggest that managers draw heavily on frames of
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reference which are built up over time and which are especially important at
collective organisational level. The beliefs and assumptions which form the
existing paradigm of the organisation are hedged around by a number of
factors. These are the routine ways that members of the organisation behave
towards each other, that is "the way things are done around here” - the taken

for granted parts of organisational life. The rituals, such as training

programmes, and promotions, which point to what is important in the
organisation. The stories told by members embed the present in organisational
history. The symbolic aspects, the logos, symbols and language used are a
short-hand representation of the nature of the organisation. The control
systems, measurements and reward systems emphasise what is important and
focus attention and activity. Power structures are key factors in the
organisational paradigm. The formal organisational structure, as well as the
informal one, are likely to reflect power structures and delineate important
relationships and emphasise what is important in the organisation (Johnson &
Scholes 1993:60). These factors provide useful guidelines to facilitate the
discovery of barriers within a particular organisation. In order to use this tool
a person responsible for the change, known as the change agent, would have to
be involved with the organisation for some time before the more symbolic
aspects, rituals, routines and stories which would affect the change could be
discovered. Despite this, these factors are shown to be an important part of
the organisation, which could work either for or against the implementation of

a new programme.

4.2.4 ORGANISATIONAL SYSTEMS
Pearce & Robinson (1991:352) use the term organisational systems to refer to
reward systems but do not include control systems. Johnson & Scholes

(1993:393) refer to both reward and control systems in the cultural web.
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Reward systems are used to encourage the attainment of the organisational
objectives and may be more than monetary but may include recognition or
prizes. Control systems are important for monitoring the strategy to ensure that
the intended strategy is being attained. Although Pearce & Robinson (1991)
deal with this aspect under a separate heading (monitoring the system) it seems
more suitable to consider it under the heading of systems as suggested by
Johnson & Scholes as both rewards and controls are similar in that they are
mechanical systems to achieve particular ends. Both sets of authors are

referring to systems in this mechanistic way.

4.2.5 RESOURCES

This is not discussed by Pearce and Robinson but is considered a relevant factor
in implementing a strategy by Johnson & Scholes (1993:313). They consider
that changes in strategy will require careful planning of resources. This
includes financial resources and the provision of labour able to carry out the

tasks required of the new strategy.
4.3 BARRIERS TO STRATEGY IMPLEMENTATION

The above section has considered the factors which are necessary for the
effective institutionalisation of strategy. Although objectives have been set and
strategies designed to achieve these objectives, this does not necessarily mean
that the strategy of the organisation will be achieved. Policies may be set to
overcome resistance by communicating the requirements of the organisation but
there may still be barriers to achieving what risk management has set out to do.
These barriers may come from the external environment as well as from within

the organisation itself.
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4.3.1 GENERAL DISCUSSION

A number of factors are identified by writers as being barriers to
implementation. One of these is resistance from management and workers to
the change as a result of a new strategy (e.g. Dwyer 1991; Guth & MacMillan
1989; Quinn et al. 1988; Sedgwick 1993:24). This can be identified with the
leadership and cultural issues referred to above. If top level management is
not committed to a strategy then it will not be implemented. The same applies
if relevant management is not committed to their new role. Thus in
Sedgwick's (1993:12) research it was reported that there was a failure in
implementation as the CEO had not accepted the new programme neither have
the key managers. The research also revealed that several finance officers and
risk managers who had attempted to implement a risk management programme
encountered resistance internally. Formal leaders have the power to prevent
change but so do persons who may not be in a formal leadership position.
Sedgwick (1993:12) reports that people in specific management areas claim that
a proposed risk manager would usurp their speciality and an example is given
of a legal department. Those persons affected by the programme are key
people in the implementation process but may not be leaders in the Pearce &
Robinson (1991) sense but do have the power to inhibit the implementation of
the programme. If this is the case then it is necessary to extend the enquiry
into the affects of leadership beyond who has the formal power to affect the
programme and to include those people who may be able to inhibit or enhance
the implementation process. In this way the implementor of the programme is
aware of how his or her plans may be affected by a third person and to what

extent.
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Nadler (1980:90) suggests that there are three major problems which managers
fail to recognise that can lead to failure of an organisational transition. Firstly,
there is resistance to change by members of the organisation. Secondly,
control within the organisation is important. Manager's see their task as one
of control within the organisation and a change may lead them to perceiving
that they are losing control of the parts of the organisation for which they are
responsible. Thirdly, politics, that is the positions of power that managers
hold in the organisation and their interaction with senior and junior managers.
Power issues are considered by Johnson & Scholes (1993) under the cultural
web and have been included in the discussion on leadership. Control is also an
important part of the institutionalisation of strategy and the barriers referred to
here could be considered under leadership or power structures and systems.
This needs further clarification to see whether it could fit under any of the
headings referred to above. It would seem, on the face of it, that the
resistance to change in this instance would be as a result of not only the culture
of the organisation but the values and beliefs of the individual within the
organisation. ‘This involves the power of the individual to prevent change and

may be considered under leadership and power structures.

Owen (1982:145) argues that strategies do not materialise in organisations for

the following reasons:

L Implementation of their chosen strategies cuts across
traditional organisation units.

2. Information for monitoring implementation is not
adequate.

3. The organisation resists change.
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4. Payment systems are geared to past achievement rather
than future goals.

Nadler's (1980:30) reference to management control and consideration of
leadership and power seem to include Owen's (1982) view that implementation
cuts across traditional organisational units. Operational management may sée
the encroachment of a new strategy into their territory as threatening and
leading to a loss of control thus these two factors are similar. Owen (1982)
does not specifically mention political issues of power but this could also be
linked to the concern with strategies cutting across functional boundaries. This
would be a political issue about managerial responsibilities and any erosion of

this may be seen as cutting into a power base.

If implementation is to be seen to succeed it must be monitored. Often
information is not available that will provide a sufficient means of measurement
to enable management to gauge whether a strategy has been successful. This
will be particularly evident if objectives have been loosely formulated without
any means of measurement or not conforming to the other requirements of well
formulated objectives. This relates to thesystems of the organisation and can

be considered under this heading.

Resistance to change has been considered above and it is argued that this could
be a power issue to be included under this heading together with the leadership
issues. Owen's (1982) reward system may also be a factor to be considered.
Strategic and risk management are both aimed at achieving uncertain future
goals thus if reward is for past achievements this could affect performance as
personnel will be clinging on to what they know has worked in the past, and

there would be no impetus for change.
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From the above discussion it would seem that in order to consider the
successful implementation of a strategy the following factors need to be
considered: people and their values, beliefs and skills; financial and physical
resources; power structures including leadership issues; the mechanistic
systems of the organisation and the cultural web. The literature relating to the
barriers to implementation in public bodies will now be considered and

compared with preceding discussion.

4.3.2 BARRIERS TO STRATEGY IMPLEMENTATION IN PUBLIC BODIES
Wiseman (1993:153) categorises the impediments to implementing strategy in
public bodies as both institutional and environmental. These impediments are

discussed below.

4.3.2.1 Institutional impediments

1. Structural inadequacies. This involves turf protecting and fragmentation
in the approach to management of services. This seems to be similar to the
point made above concerning the political and control issues. Management in
public bodies would sce a new strategy which cuts across departmental borders
as impinging on their authority within the organisation. This could lead to
political issues and loss of control. These are factors which are related to
power issues and therefore would fall under this heading.

2. Professional and staff inadequacies. This refers to the capabilities of
management and staff. Due to the 'cut backs' in most public bodies and also
to the perceived longevity of employment with such an organisation there
would be difficulties in obtaining new staff to fulfil the requirements of the

strategy. This is a resources issue which has been discussed above.
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3. Limitations of "in house” technology. An example is the lack of data
processing capability. Again this is a resources issue in that computers may be
required to achieve the required strategy as well as individuals who are able to

work with them and interpret the information that is supplied.

4.3.2.2 Environmental impediments

1. Intergovernmental disagreement. Local politicians or officials may
disagree with policy initiated from central government or outside and behave in
such a way as to ensure that these policies do not succeed. This is a power
issue involving the external and internal stakeholders of the local authorities.
Local politicians are internal stakeholders to the local authorities, whilst
national policy will be effected by external stakeholders.

2. Impediments of local political culture. Changes may‘ involve providing a
service in a different way which could cause the local constituents to object and
make them feel less able to obtain responses locally. Again this is a power
issue where external stakeholders attempt to affect the operating of local
authorities and in doing so will affect the strategy.

3. Goal disagreement among actors. Local policy makers perform a
balancing act. State policy makers are interested in furthering state policy
objectives through the use of local government. Constituents demand that the
accustomed service continue, that others be added and that all services be
improved yet taxes should remain the same. This leads to resistance to any
change and again is a power issue in which internal and external stakeholders
are involved. These factors were drawn from research into American local

government umts and no similar research has been carried out in Ireland.
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The first factor referred to under institutional impediments is similar to that
found in a profit making organisation in that power and control issues are
important although this factor may be stronger in a political organisation such
as a local authority. As was discussed in section 4.2 of this chapter the next
two factors would also apply to profit making bodies but perhaps not to the
same extent as in a local authority and may also appear in a different form.
Business organisations may make their own decisions concerning the allocation
of resources, whilst Irish local authorities will have to approach central
government for new resources, such as additional staff or the purchase of
computing power, thus these two impediments may well have a stronger

influence than in businesses.

The environmental factors seem to be peculiar to political organisations which
are subject to the mood of the voters within the constituency. They have a
sense of responsibility towards the voter and act on the basis of the perceived
needs of the voter. Tt can be argued that this factor is part of the power and
control issues discussed above. The voter is a stakeholder in the local
authority and has the ultimate voice as to who is on the council although they
have no input into its administration. The first environmental factor referred
to by Wiseman (1993:153) could occur in large organisations where local
management views may differ from those held at head office but the effect may
well be different. Top management cannot be removed by public opinion,
whilst local and central government can. These considerations are important,
as they can affect the lives of politicians and officials. In local government in
Ireland the officials have a great deal of power, although local councils are able
to initiate certain actions. The actions of both officials and local politicians

will be held up to scrutiny by the electorate as well as central government and
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would affect the implementation of strategies. The second factor may also be
argued to be applicable to business in that a facility provided in a different way
to customers may well cause a drop in demand for the service provided. There
is a similarity here in that the consumers of the service are able to show their
dissatisfaction at the polls or by protest rather than by refusing to avail of the
product. The third point may be considered peculiar to public bodies in that
central government policies and local policies may differ and resistance could
occur to these changes. An example in Ireland is the attempt by central
government to have the local authorities charge for services (see section 2.6 in
chapter 2)°. Head office and local offices coﬁld differ in their view of strategy

and hinder the implementation. Again this seems to be a power issue.

The research into implementation of strategy in public bodies has revealed a
number of barriers which have been encountered. It can be argued that in
some respects some are similar to those found in private organisations whilst
others are peculiar to public bodies, only the weight of the factors affecting the
implementation of the strategy would differ depending on the nature of the
organisation. These factors will be used, together with those in the previous
section, to guide the field research when reviewing the barriers to

implementation of the risk management programme in local authorities.

This concludes the discussion of barriers to implementation in public bodies and
it is now intended to consider impediments to the implementation of a health

and safety programme.

See also the discussion by Scott (1992-93:297-302).



90

4.3.3 BARRIERS TO THE IMPLEMENTATION OF A HEALTH AND SAFETY
PROGRAMME
A risk management programme aimed at reducing legal liabilities should
include a health and safety programme, this being the means by which losses
can be controlled. In addition, SHAWAWA requires the implementation of
provisions for health and safety in all ofganisations. At the very least the
‘requirements of the new act will have to be implemented by local authorities in
order to comply with the new legal requirements. In the forthcoming
paragraphs a review of the barriers to implementation of a health and safety

programme will be considered.

Weber (1992:33) points out that safety has been seen as a cost centre in
American organisations and therefore an impediment to achieving overall
organisational goals. The main aim has been to comply only with legislative
requirements and thus see any additional attempts to reduce expenses as a waste
of resources. Thus many employers see cutting safety expenditure as a way of
reducing overall costs. This is a resource and power issue. Organisations
have a limited amount of resources for distribution amongst the various
functions consequently those areas which are seen as valuable to those with the
power to allocate resources are more likely to gain access to those resources

than others.

Frick (1990:378) argues that research shows that health and safety to be poorly
co-ordinated with the management of production and that it is a side-issue

tacked on to the main activities. He considers health and safety at work to be
poorly co-ordinated and that managers allocate the responsibility for improving

health and safety to others. Safety engineers are reported to consider the
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difficulty of entering into a result-oriented dialogue with responsible managers
as the main problem in carrying out effective company health services (Frick
1990:379). These factors coincide with the control and power issues referred

to above.

Dwyer (1991:186-7) is of the view that there is more to implementing a health
and safety programme than informing those affected of the new function. He

argues convincingly the application of four hypotheses. These are:

1. That social relations of work produce industrial
accidents.
2. The greater the weight of a level in the management

of workers' relationships to the dangers of their jobs,
the greater the proportion of accidents produced at
that level.

3. The greater the influence of managerial safety
management at a level, the lower the proportion of
accidents produced at the level the management action
seeks to control.

4. The greater the degree of autocontrol’ by workers at a
level, the lower the proportion of accidents produced
at the level the worker action seeks to control.

Dwyer shows that interaction between workers and between management and
workers affects the possibility of accidents occurring. This affects attitudes

towards safety and forms part of the culture of the organisation. Thus if

Dwyer refers to four levels of management, the rewards level where workers are influenced by
rewards {1991:99); the command level where management take direct control over workers
actions (1991:110); the organisational level where employers seek to manage work by
controlling the division of labour and its co-ordination (1991:129); fourthly the other level of
reality is the autonomy which the individual wotker retains (1991:146).

This relates to the autonomy of the individual worker.
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employees are encouraged to take risks by their peers they are more likely to
suffer accidents than if safety is a priority. Thus, in Dwyer's (1991) view, a
health and safety philosophy, or approach to safety, must be integrated not only
through management but through all levels of the organisation, including
employees on the shop floor. This factor is related to power issues as well as
the culture of the organisation. It is necessary to consider the nature of the

culture to ascertain the value and beliefs of all employees concerning safety.

Nadler (1991:118) considers that the style of management will affect the
implementation of a programme. In his opinion the more control that
management retain when trying to effect the new programme the less likely that
it will be a success. This view relates to empowering the workers to make
their own decisions about safety with the backing of management. The degree
of auto-control, or worker empowerment, affects accident levels as, in Nadler's
(1991) view, less accidents will occur if workers are given the freedom to act

on their own. This consideration relates to the power structures discussed

above.

The influence of the safety officer or person responsible for safety at various
levels is considered to be important. The greater the influence at the requisite
levels the less accidents are produced. This indicates the need for the risk
manager, or safety officer, to be heard at the highest levels so that support is
gained throughout all the management levels of the organisation. This is again

a power issue.

The main barrier is to obtain management support so that the need for health

and safety permeates the whole organisation. Health and safety is the
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responsibility of all members of an organisation and not just the appointed few
(see, for example, Dwyer 1991; Frick 1990). This is endorsed by the spirit of
SHAWAWA, which imposes a responsibility on both management and workers
for safety. Thus any attempt to improve safety would impinge on the territory
of various managers raising both political and control issues. In the next
section a framework for understanding barriers to implementation will be

considered.

4.3.4 A FRAMEWORK FOR UNDERSTANDING BARRIERS TO
IMPLEMENTATION
Barriers to implementation have been discussed in general terms and with
special reference to local authorities and health and safety. The 78 framework
includes most of the issues relevant to the implementation of a risk management
programme. There are some factors which need to be emphasised and
included in the research which are not part of the framework. For example the
question of resources does not seem to be covered by this tool but should be
included as an additional item. A further items which need to be emphasised
are the questions of power in the organisation to affect the programme and the
values of management and employees. It is now intended to formalise the
framework discussed above as a basis from which barriers to implementation of

a risk management programme in local authorities can be considered.

4.3.4.1 Structure of the organisation

The structure of the organisation is important in that it is seen as facilitating the
new strategy (see, for example, Chandler 1962). In the case of the local
authorities this structure is static and will be unbending to change in the formal

sense but there may be informal changes which have to be considered.
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4.3.4.2 Resource implications

Resources, in the sense of finance, 1s important but the skills and expertise of
management and employees is also essential and must be considered when

developing a strategy to implement a risk management programme.

4.3.4.3 Power structures

The reference to power refers both to leadership issues, as well as the power of
management and employees, to intervene in the implementation of the
programme. These issues are important to the organisation in that the power
of a particular employee or group of employees or management to prevent the
implementation of a programme may not be obvious therefore needs to be

considered.

4.3.4.4 Organisational systems

This refers to the mechanistic systems which are designed to achieve particular
ends and will need to be taken into account when considering implementation

1SSues,

4.34.5 Culture

This consists of the dominant values and beliefs of society and organised groups
both external and internal to the local authbrity. The cultural content has been
shown to be important when considering the implementation of the new

strategy.
4.4 OVERCOMING BARRIERS TO IMPLEMENTATION

In this section it is intended to consider methods to overcome resistance to

implementing policies in general, in local government and in health and safety,
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and to apply these to the above framework to try to establish a means whereby

a risk management programme might be implemented successfully.

The implementation of risk management involves change. The analysis of the
factors affected by the change can be considered through the use of the
framework developed in section 4.3.4. Not only must the organisation
consider the factors included in this framework they must also be open to
change. According to Lippitt et al. (1985:102) the social forces that are
important and alterable in effecting the change must be identified and managed.
To install the new approach and prevent reversion back to the original state the
altered social forces must be supported and stabilised. This may only be
accomplished by obtaining broad support from many persons or groups in the
system. Lippitt et. al. (1985:119) suggests that most planned organisational
change follows a logical and fixed pattern: recognise a problem; gather data;
make a diagnosis; plan a change action; evaluate the results. Another view
of change is that an organisation is a social system built on 'influence paths' or
'loops’. This view suggests that organisations change by mutually reinforcing
and amplifying stimuli within their systems, it is change on the basis of the
current ways of doing things (Johnson & Scholes 1993:388). This is an
explanation of incremental change as opposed to the rational planning approach
(Quinn 1989:672). Although the planning approach is advocated by Lippitt
(1985) and Pearce & Robinson (1991) there are a number of barriers to the
implementation of this method. 1In local authorities the span of the
government, both local and central, is at the most five years. Central
government has changed on average every two years over the past ten years
thus there is little continuity. This could affect the formal planning approach to

management.
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Younis & Davidson (1990:5) carried out a brief survey of the literature
concerning the main approaches to implementation in public bodies and broke
these down into the top-bottom approach; the bottom-top approach and; the
policy/action continuum. The first approach is largely concerned with the
extent to which policy makers exercise control over the environment and over
the implementor's policy; whether it is possible to separate policy from
implementation; and whether it is proper that policy makers ought to exercise
control. The bottom-top approach to implementation is considered to start at
the delivery point so that each level of the organisation is aware of what is
required and the impact which each particular action is intended to achieve.
With this approach the problem of implementation is solved at the lowest level
(Younis & Davidson 1990:9). These writers conclude that the process of
implementation is both top down and bottom up in that policy makers make
decisions which will attempt to limit the power of other actors and actors will
make deéisions which will evade the power of decision makers (Younis &

Davidson 1990:12). They see implementation

"as a policy/action continuum in which an interactive and
negotiative process is taking place over time, between those
sections to put policy into effect and those upon which action
depends”
The implementation of any strategy is effected at top management level but
must be carried out by the lowest levels thus there is a continual tension
between the two which needs to be overcome. Therefore issues of power,
control and behaviour are ¢ssential aspects of any implementation. This

conflict was illustrated in a case study of Glasgow county council's asbestos

policy where compliance with the strategy led to conflict with those who
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regarded their primary duty as ensuring that a particular task was carried out

rather than the fulfilment of the policy (Mitchell 1990:43).

Mitchell (1990:50) refers to three approaches to implementation.  Firstly, the
managerial approach which views implementation as a technical problem and
solutions are based on better methods of programme scheduling, planning and
control. Secondly, the behavioural approach which emphasises human
behaviour; and, thirdly the political approach which refers to pattern of power
and influence within organisations. The managerial approach ignores the
people in an organisation and concentrates on structures and policies not
recognising the fact that it is the employees which have to put the strategy into
effect. It also disregards politics and power structures within the organisation.
The other two ignore each other and also the requirement of structural change.
It has been argued in the preceding sections that all three approaches are valid

and need to be included in consideration of the implementation of a strategy.

Wiseman (1993:155) suggests that local governments would be better served if
their strategies were implemented incrementally as this will allow for the
concomitant development of the government unit's support structure. In the
case of Irish local authorities, the support structure is the Department of the
Environment. Wiseman (1993) argues that local government should
concentrate initially on capacity building and capability building. This would
assist in partially overcoming the lack of resources which is a major problem
within local governments. It also helps in obtaining the support of all parts of
central and local government before the strategy is fully implemented. Once

structural prerequisites have been dealt with then implementation can occur, but
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cautiously. Again he emphasises the importance of process rather than content

of the strategy.

In analysing the environment Wiseman (1993:195) recommends that an analysis
of strengths and weaknesses should be carried out, but, instead of the usual
opportunities and threats of a SWOT analysis, the question of adversaries and
advocates should be considered as, in his view, this would reflect the realities
of the environment in which local government work. This again seems
reasonable but the opportunities and threats of the department in implementing
the strategy or deriving it should also be considered. Thus an initial analysis
should involve SWQT, while a review of the stakeholders® would reveal who is
for and who is against the new strategy. Time should be allowed for
implementation as a new strategy needs to permeate the local authorities in
order to be achievable. Content analysis is also recommended as local
governments are said to be creatures of habit (Wiseman 1993:195) and are
therefore more likely to implement things which have worked in the past.

Thus successful implementation in the past should be analysed to ascertain

whether it can be used in the new strategy.

Scott (1994:61) argues that the implementation of a safety programme could not
be successful without the full support of all levels of management. He also
places emphasis on the importance of the worker and supervisors in being
responsible for safety. Both provide leadership, the former by their formal
position in the hierarchy and the latter by peer pressure. If employees see their

peers fulfilling the safety objectives they are more likely to ensure that they act

Stakeholders in this context are all those people affected by the operation of the local authorities.
In this case it would include employees, management, voters and local residents as these persons
could affect the implementation of a risk management programime.
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in a safe way (Dwyer 1991:187). Education is seen as an important factor by
Scott (1994:66) as a means of motivation and of informing employees. In the
age of technology employees need to be aware of dangerous aspects of the work

in which they are involved. This can only be communicated by education.

In the view of Frick (1990:378):

HSW (health and safety at work)must be integrated into the
control system in order to be effective. This requires that
managers and other decision-makers be given the
responsibility for actively carrying out HSW themselves,
including the monitoring of the efforts of others.

HSW must be integrated into all levels of management through
a broad reorganisation. The decision-making process must
be developed to deepen its coverage and knowledge of health
and safety problems so that it can deal with all types of
hazards. The level of improvement in health and safety in the
factories studied is manifestly linked to the extent to which
their management has succeeded in the essential steps of this
double development of HSW.

This supports the contention of Scott (1994) that a health and safety programme
should be integrated into the whole organisation and that every one should be
involved. This reinforces the need to review the structure of the organisation
and its systems in order to effect integration of a health and safety programme.
These requirements mean a cultural change, that is to say, a change in the
attitudes of management and employees of the organisation towards health and

safety.

The influence of the safety officer or person responsible for safety at various
levels is considered to be important. The greater the influence of the safety

officer at the requisite levels the less accidents occur. This indicates the need
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for the risk manager or safety officer to be heard at the highest levels so that

support is gained throughout all the management levels of the organisation.

Frick (1990:377-8) considers that whatever the standards set by society, and
however they are enforced, it is only at the workplace, by means of planning
and management, that hazards can be prevented. He believes that employees
subject to occupational hazards must, as far as possible, themselves define the
problems and devise solutions. Thus, in his view, it would seem that, not only
must management manage, but employees must be involved in setting tasks
relating to safety. This coincides with the views of Dwyer (1991:118). On
the other hand Colling (1990:44) emphasis the importance of the supervisor and
the necessity to change the worker through proper training. This ignores the
independence of workers in making their own decisions and accepting any

safety precautions as their own.

Cox & Tait (1991:257) seem to have similar views to Colling (1990:4). They
suggest that there are a number of key elements which contribute to the success
of a safety programme. These are:
1. Well defined safety objectives. This complies with the requirements of
an effective strategy.
2. Well designed safety policy. This also complies with the requirement
of institutionalising a strategy.
3. Demonstration of a strong management commitment and competence
(i.e. guiding, responsibility and accountability). This is another
feature discussed above.

4. Adequate provision of resources for safety, a resource issue discussed

above.
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12.
13.
14.

Agreed and clearly defined safety standards and procedures which
means the preparation of a safety policy.

Joint consultations with the workforce.

Effective performance monitoring and feedback.

Effective incident-investigation procedures.

Consideration of safety during selection and induction processes.

. Systematic training programmes.

11.

Promotion of principles of good job design in relation to safety:
positive attitudes and intrinsic motivation, responsibility and
meaning.

Effective communication with respect to safety.

Well practised and effective emergency procedures.

The support of safety professionals.

This list is covered by most of the issues referred to above. Point three
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requires strong management commitment and this should occur at all levels of

the organisation with a strong lead from the top. The empowerment of the

workers, a point which seems to be underdeveloped by Cox & Tait (1991),

could be pursued under points six, nine, ten and twelve.

Little consideration has been given to the power and political issues and the

need to deal with these, or the need for safety concerns to be heard at top

management level.

factors will have to be considered.

In order to achieve implementation successfully these
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45 DEVELOPING A MODEL FOR OVERCOMING BARRIERS TO
IMPLEMENTING A RISK MANAGEMENT PROGRAMME IN
LOCAL AUTHORITIES

Now that the means of overcoming barriers to implementing a strategy have
been considered a model for use in implementing a risk management
programme in Irish local authorities will be developed. It must be borne in
mind that any risk management programme must lead towards the achievement
of the organisational goals at both corporate and business level. In terms of
local government this means political goals at central and local level must be
seen to be achieved and also the goals of the management of the local authority.
These aims would consist of the provision of services as envisaged in the Local
Government Acts. The person responsible for risk should set strategies for the
purposes of risk management in line with these goals. This will involve setting

objectives, strategies and writing policies.

4.5.1 ANALYSIS OF THE ENVIRONMENT

Before commencing with institutionalising the new strategy an investigation as
to who are the internal and external stakeholders should take place and the
nature of their particular interests established. The manner in which the
stakeholders can influence the strategy and the extent to which it can be
affected should be ascertained. For example, an insurance manager may well
have the informal power to reduce the possibility of a successful
implementation of a risk management programme by not liaising with engineers
responsible for safety or by not carrying out the new tasks required of him or

her effectively.
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The affect that the new strategy has on the stakeholders should also be
established as it could modify their perceptions of the strategy and influence its
implementation either favourably or unfavourably depending on how they are
affected. 1If the stakeholders are not identified and their attitudes to and
perceptions of the new strategy not taken into account then it is possible that
any strategy which may affect them may fail, especially if they have either the
formal or informal power to prevent the relevant activities being carried out.
These stakeholders should be consulted so that they can be encouraged to
support the efforts of the person responsible for the new strategies, or amend
them, to bring them into line with the relevant stakeholders expectations.
Strategy is not a once and for all task but is continuous so it is necessary to
have the support of the stakeholders to ensure successful implementation. This
action could reduce the possibility of the control and political barriers affecting

the new strategy.

4.5.2 FORMULATION OF A STRATEGY

Once an analysis has been completed a strategy can be formulated aimed at
achieving the required goals. This strategy must form part of the overall
mission and grand strategy of the organisation thus part of the formulation of a
strategy for risk management will be to establish its role in the organisation®.
The functional objectives and strategies will also have to be formed in co-
operation with other functional managers to ensure that the goals of risk
management are acceptable and do not interfere with the aims and objectives of

the risk manager's colleagues. Throughout this formulation period

An example of risk management objectives formulated by the Coventry Corporation in the
United Kingdom is included as appendix M. This was presented by Baker at a conference of
the Association of Insurance and Risk Managers in Industry and Commerce (AIRMIC) held on
22 October 1992.
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consideration must be given to the effect on the stakeholders and reference

should be continually made to this group when drawing up a strategy.

4.5.3 COMMUNICATION OF THE STRATEGY

Once the strategy has been developed it needs to be communicated to the
organisation as a whole. Some organisation's have a written philosophy
setting out its value and beliefs, others have an implicit one which reflects the
way things are done. Dickson (1989:11) argues that risk management should
have its own philosophy which provides information relating to the
organisation's attitude to risk and including policy statements. The risk
management philosophy should concur and not conflict with that of the
organisation's overall philosophy; otherwise the strategies formulated by the
function cannot fit into the overall culture of the firm. If risk management is
seen as not fitting the culture there will be little, if any, co-operation between
the relevant stakeholders and risk management. Without the concurrence of

the members of the organisation risk management is unlikely to succeed.

In some companies each function is required to issue a statement which sets out
its tasks and philosophies. In the European Union it is now mandatory for all
member states to incorporate into law a requirement that a safety statement
should be published by each employer. This should contain details of the
organisation's philosophy towards health and safety. The risk management
statement could be used to incorporate the risk management philosophy as well

as any health and safety statement that is required.

Training is an important means of communicating the aims and objectives of
risk management. This may be developed in such a way as to cover all

relevant areas of the discipline. Risk management staff will require updating
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of their skills or training to ensure that they are able to achieve the function's

objectives.

A policy document may also be issued for consultation by persons responsible
for nsk. This will contain details of loss prevention; insurance; loss reporting;
action taken following an accident; and information concerning other aspects
relating to risk (Dickson 1989:11). This should be distributed to all
supervisors and managers so that they are aware of the importance of risk and
of the steps that need to be taken. Before drawing up this manual consultation
should take place between the relevant supervisors, management and those
responsible for risk so that the contents of the manual do not conflict with the
operations of the supervisor concerned. If there is conflict then this should be

resolved by consultation and eventual agreement with those affected.

4.5.4 STRUCTURE OF THE ORGANISATION

The structure of the organisation must also be considered. The place of risk
management in the hierarchy is important as this will contribute to the
stakeholder's perceptions of its relevance to achieving organisational goals. If
the risk manager has access to the board then this functionary will be seen as
having the confidence of top management and therefore his or her views will be
listened to more readily. If the risk management department is placed in a
position where it is not recognised by top management then the risk manager is
hardly likely to have the ear of the person or persons who may be in a position

to support or oppose his or her strategy.

4.5.5 POWER STRUCTURES
Leadership style is also important but workers should be involved in deciding

what is safe and what is not. An authoritarian style tends to lead to increased
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accidents (Dwyer 1991), as compared with a more participative style.
Consultation and discussions should be held between workers and management

to ensure that all parties can agree a strategy for implementation.

4.5.6 RESOURCING

In order to achieve the implementation of a risk management strategy the
organisation must have the necessary skills. One of the impediments discussed
in section 4.2.2 was the lack of such skills, this also applied to government
institutions (see section 4.3.2). Thus training and education in risk
management will have to be put in place so that all members of the organisation
are aware of what is required of them, Many tasks in risk management
involve specialist knowledge and this will have to be imparted to existing
employees or obtained by employing somebody with these skills.

A further consideration is the financial resources, as these should be made
available to facilitate the new strategy. In the case of local authorities this is
an issue because of the drive by central government to reduce costs. This

could mean a shortfall in the necessary resourcing.

4.5.7 MANAGEMENT SYSTEMS WITHIN THE ORGANISATION

Management systems must be instituted in order to put into place a risk
management programme. This will involve risk analysis, control, and
financing both pre- and post-loss. A method will also have to be established to
monitor the programme to ensure that objectives are achieved or to ascertain
whether the strategy is deviating from that which 1s intended so that adjustments
can be made. Modelling may be a useful way of trying to establish the impact

of the strategy on the organisation once it has been formulated. If results can
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be predicted and presented to interested parties this can also assist in obtaining

their co-operation.

4.5.8 CULTURE OF THE ORGANISATION

The beliefs and values of the organisation will have to be such that the risk
management concept is acceptable to its members. This is one of the most
difficult parts of the institutionalisation of strategy, and the most important.

A major problem in trying to effect change is the resistance of organisations
and people affected. This must be overcome if a strategy is to succeed.
Change within an organisation will only come about if the goals and objectives
are based on a finite belief, concept or theory, that is to say an organisation
believes that the change will work. This involves an open system of
management, communication relevant to the implementation of a risk
management programme by all managers should be free and open so everyone
is aware of "what is going on”. In this way members of the organisation
develop an 'ownership’ of the problem of risk management and the resistance

may be overcome.

4.5.9 IMPLEMENTATION OF THE STRATEGY

Once the above steps have been taken, and objectives and strategies are found
to be acceptable to the stakeholders then the strategy can be put into place.

This may be done immediately, "the big bang approach”, or incrementally, step
by step. Management may proceed by way of logical incrementalism, that is
using a process whereby each stage is put into place over a period of time.
Quinn et al. (1988:672) suggests that many executives follow this approach and

in doing so deal with some of the problems discussed in section 4.3.
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4.5.10 MONITORING THE STRATEGY

Once a decision has been made to proceed with the programme it should be
monitored at various stages to ensure that the objectives are being achieved.
During this period it is also very important to maintain contact with the
stakeholders to keep them informed of progress and ensure that no further
objections have arisen. If concern is shown by any of the parties involved then

attempts should be made to allay their fears.

A risk management strategy is a continuous process and therefore all the steps
referred to under the section relating to formulation will continue throughout its
life. In addition the documentation maintaining records of risks and losses will

have to be updated to ensure that they are relevant.
4.6 SUMMARY

In this chapter the implementation of a strategy was considered. It was argued
that in order to implement a strategy effectively five factors needed to be
considered. These factors were classified as power, structure, systems,
resources, and culture. From this was developed a means of overcoming
barriers to resistance by formulating a model for implementing a risk
management programme. This involved analysing the environment; setting
objectives, strategies and policies; communicating strategy; consideration of
structure, power, systems, resources and culture of the organisation;
implementing the programme taking into account the analysis and the factors
which would impede the change; liaising with the stakeholders throughout the

process; and monitoring the programme.
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This now completes the review of the relevant literature relating to the
formulation and implementation of strategy which has been related to local
authorities and to risk management. The next chapter will deal with the
methodology used in this research to establish the methods used by IPB and the

local authorities to implement their risk management programme.
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CHAPTER 5

METHODOLOGY

5.1 INTRODUCTION

In the previous chapters the literature relating to the formulation and
implementation of strategy was reviewed and applied to local authorities and to
the risk management function. The literature revealed that formulation of a
strategy made an important contribution towards achieving an organisation's
objectives but consideration of how it is implemented is equally necessary.
There was evidence in the literature that despite the formulation of new

strategies implementation was not always successful.

The primary objectives of this research are to identify impediments which may
arise during the implementation of a liability risk management programme in a
local authority and formulate a strategy to overcome these impediments. In
order to achieve this the means used by IPB and the Irish local authorities to
implement a risk management programme will be reviewed and compared with

the literature discussed in chapters three and four.

It has been shown in chapter three that strategy should be set at corporate,
business and operational levels and it was argued that this also applies to local
authorities. Functional managers at operational level should set their own
strategies in conjunction with other managers as an element of implementing
the overall strategy. The functional strategy is supported by policies set by

operational management and actions taken by the members of the department.
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Risk management is a function within the organisation and should therefore be
involved in setting strategy as risk can be considered to be a factor which
adversely affects return should an undesired event occur. It was argued that
risk permeates throughout the organisation and therefore its control is part of
every manager's remit but the risk manager is ultimately responsible for
managing risk. The literature indicated that this factor, amohgst a number of
others, could cause the formation of barriers which lead to the failure to
implement a risk management programme effectively. As the management of
risk should form an integral part of the organisation's overall strategy the

failure of the programme could affect their achievement.

In order to consider how a manager responsible for commencing a risk
management programme at the behest of an outsider, the insurer, fared in the
implementation process the case study approach was used. Ten local
authorities were randomly selected to participate in the research, of which eight
eventually agreed to provide data, an eighty per cent response rate. The risk
managers of these eight local authorities and the representative of the insurer
responsiblé for ensuring that nsk management was implemented were the units
of analysis of the case study. From these individuals the methods used to
implement the programme, the barriers that were met and how these were
overcome, if at all, formed the basis of the empirical part of the research. A
measure of the success of the implementation process was developed based on
the extent to which liability risk management was carried out in the local
authority. The results were compared with the literature to see whether the
barriers to implementation discussed applied to the units of analysis in the case
study. A suggested method of overcoming such barriers was developed from

the literature and combined with the practical experience of local authorities so
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that a strategy for implementation of the risk management programme could be
formulated. This chapter sets out the methodology that was used to carry out

this research.

S.2. THE CASE STUDY APPROACH

As it is intended to review a number of practical instances of the
implementation process the case study method was considered a suitable means

of approaching the problem. Yin (1990:23) described a case study as:

"an empirical enquiry that:
einvestigates a contemporary phenomenon within its
real life context; when

ethe boundaries between phenomenon and context are
not clearly evident; and in which

«multiple sources of evidence are used, "

(see also Leedy 1989:90; Miles & Huberman 1994:25-27).

The phenomenon being investigated is the implementation of a risk
management programme in the context of local authorities at the request of
their insurer. Thus the use of the case study method provides a means of
obtaining data from personnel directly involved in the process of implementing
the risk management programme. There are a number of factors which detract
from the use of a case study which are to be borne in mind when carrying out

the research.

5.2.1 VALIDITY OF THE CASE STUDY METHOD

Yin (1990:36) summarises four tests used to validate research, these being
construct validity; internal validity; external validity and reliability. These will
be discussed below as applied to the type of study being pursued.
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5.2.1.1 Construct validity

This is the failure to develop correct operational measures for the concepts
being studied. According to Yin (1990:37) this is a particular problem in case
study research as subjective judgements are used to collect data rather than an
operational set of measures. Improving construct validity can be achieved by
using multiple sources of evidence which encourages convergent lines of
enquiry and establishes a chain of evidence. In order to achieve construct
validity ten local authorities were used as multiple sources of evidence together
with the information supplied by a representative from IPB. This provided
some cross-validation as did comparison of the results with the literature. In
view of time restrictions and lack of resources only one person was interviewed
at the local authorities and the insurer. This restricts the validity of the
research in that only one person’s opinion from each organisation was obtained
and this could differ from other participant's in the implementation process.
Due to this insufficient evidence could be obtained concerning the process to
achieve a full understanding of how the barriers that were met could be

overcome.

5.2.1.2 Internal validity

Case studies may also be weak on internal validity. This requires a freedom
from bias in forming conclusions in the light of the data. Internal validity
attempts to ensure that changes in dependent variables are as a result of the
influence of independent variables as opposed to the research design (Leedy
1989:27). Yin (1990:38) suggests that this only applies to causal or
explanatory studies and would not apply to exploratory or descriptive studies.
One means of overcoming this problem is by comparing the results of the

research with those predicted through the use of theory. Also the results found
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in each of the embedded case studies can be compared with each other as well
as that expected by the main case study. This research is exploratory and
descriptive and therefore this form of validity would be inapplicable. Theory
is used in this research to match the results obtained from the case study which

would assist in achieving some internal validity.

5.2.1.3 External validity

This type of validity relates to generalisability. Case studies cannot be
generalised to other parts of the population; thus the effects examined in this
research cannot be applied to other types of organisattons. According to Yin
(1990:21), the results may be generalised to theory. This means that the
results obtained from a case study may extend the theory relating to the subject
matter being examined which could then be applied in other contexts. The
object of this research is to consider what impediments were met by the
implementors of risk management in a local authority in implementing a new
programme. These results will be compared with the literature to see whether
there is a comparison between the theory relating to implementation and the
practice pursued in local authorities. The findings of this research may extend
the theory relating to implementation of a strategy so that it may be used in

contexts other than local authorties.

5.2.1.4 Reliability

Reliability concerns accuracy (Leedy 1989:28). It aims at achieving the same
results by another researcher who wishes to pursue the same line of enquiry
(Yin 1990:40). For research to be reliable others must be able to replicate the
results of an experiment or enquiry and come up with the same results. Asa
case study is carried out within a particular context during a set period of time

it can be said that this method lacks reliability. This leads to the argument that
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the case study method lacks objectivity and lends itself to bias. In carrying out
a case study the actions of the participant is being reviewed from his or her own
viewpoint, that is subjectively, rather than objectively as an external observer.
The researcher is in close contact with the person carrying out the procedures
being studied and may be affected by his or her own views. In view of the
fact that the case study method is being used this research lacks reliability.

The method used to carry out the interviews so that reliability could be
improved is discussed below.

5.2.1.5 Interviewing biases

As each organisation experienced the implementation differently it was decided
to carry out open ended interviews of the persons responsible for the
implementation of the programme using a list of points to be covered to ensure
that all aspects of the research were included. This facilitated the
implementors telling their own story in their own way and atlowed for
questioning when the facts required clarification. The official responsible for
instigating the risk management programme on behalf of IPB was also
interviewed. This means of obtaining data is difficult both to interpret and
document. In order to overcome this the interviews were recorded and the
important points transcribed and coded for interpretation. A further problem is
that the interviewee may distort reality by providing the interviewer with
information that he or she thinks is required (Cole 1980:101). This can be
overcome by obtaining information from several different sources as a means of
checking on the validity of the answers given as well as checking the interviews
for consistency. This was overcome to some extent by interviewing IPB and a
number of local authorities but to provide more accurate answers other

individuals within the organisation involved in the implementation programme
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should also have been contacted but because of the constraints of time and

distance this was not possible.

Interviewer bias was also possible in the phrasing of questions, especially in the
case where these were required to reveal certain sensitive issues. The
interviewee was allowed to proceed in his own way and at his own pace in
order to try and reduce the amount of interviewer bias. Care was taken during
the course of the interview to restrict actual questioning unless it proved
necessary to prompt the speaker or clarify a point and then an attempt was

made not to lead the interviewee.

5.2.1.6 Application to the research objectives

The case study method provided a means of studying the approach used by an
individual involved in implementing a risk management programme in a local
authority. Data was obtained which should show what, and how, decisions
were made in the course of the process and the results of these decisions. This
should reveal how, in practice, a manager implements a risk management
programme and what impediments were faced and how these were overcome.
It would also reveal attitudes to risk management following the request of

implementation from an external body.

5.2.2 SELECTION OF THE CASE STUDIES

The case studies selected consisted of IPB, which was known prior to
commencing the research to have requested its insureds to implement a risk
management programme, and the class of public body whose losses most
affected those of IPB, this being the local authorities. At the time of
commencing the research the effect of the implementation of the programme

was not known so it was decided to select the local authorities to be interviewed
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randomly. Of the twenty seven county councils and five corporations ten were
selected to participate in the research. This was considered sufficient to
provide a number of different responses to the insurer's request and to act as
cross references for comparative purposes. Ten was also a sufficiently small

number to allow for interviewing in the time available.

In order to select the local authorities which were to participate in the research
a list provided by Irish Public Bodies Association (IPA) was numbered, a
telephone number selected at random from the Limerick telephone directory as
a seed, and a table used to obtain a random number which was then applied to
the list and the organisation selected. This resulted in the following local
authorities being chosen:
1. Waterford Corporation: A seaport city in the South East of Ireland
2. Limerick Corporation: The third largest city in Ireland situated in the
Mid West on the River Shannon.
3. Wexford County Council: A coastal county situated in the South East
of Ireland near to Dublin, the capital city.
4. Donegal County Council: A coastal county in the North of the Republic
situated to the West of Northern Ireland and thus a border county.
Monaghan County Council: A border county situated in the Midlands.
Limerick County Council: A coastal county in the Mid West of Ireland.

North Tipperary County Council: Situated in the Mid West of Ireland.

® NN

Kildare County Council: Situated in the Mid-East of Ireland to the
West of Dublin.
9. Cavan County Council: A border county situated to the North of

Ireland and South of Northern Ireland.
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10. Offally County Council: Situated in the middle of Ireland.!

As is shown in appendix D, table 9, this method of selection provided a diverse
spread of local authorities throughout Ireland for analysis. It included two city
corporations with the rest being counties representing all parts of the Republic

of Ireland, rural, coastal and urban.

In order to arrange an appointment with the person responsible for the
implementation of the programme the county/city manager was contacted by
letter (see appendix E, document 2). Initially six responded favourably but
with the help of one of the respondents a further two appointments were
arranged thus eight local authorities were eventually visited giving a response

rate of 80%.
5.3 COMMENCING THE RESEARCH

Authority had to be obtained from the relevant bodies before proceeding with
this research. Prior to commencing the research contact had been made with
IPB, IPA and the local authorities at a conference on risk management. This
provided an opportunity to gain access to these organisations. To obtain
permission to carry out this research the person responsible for the
implementation programme at IPB was contacted by telephone and asked
whether his company had any objections to research being conducted in respect
of the risk management programme being implemented by the local authorities.
After consultation with management it was confirmed that they had no

objections to the research and they were prepared to cooperate. At the same

A map of Ireland showing the whereabouts of the local authorities is included as
appendix C.
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time IPB offered to provide a copy of the risk management manual which it had

published and issued to the local authorities.

Once the local authorities had been selected a letter was written to each county
or city manager explaining that research was being carried out into the methods
used to implement a risk management programme and requesting permission to
interview the person responsible fof this task ( a copy of this letter is included
in appendix E, document 2). A tear off slip was provided which asked the
relevant manager to confirm that the research could be carried out and to
provide the name of the person to be contacted and a suitable time. Four
county managers and two city managers, six out of ten, replied; in five of
these cases the party responsible was the finance officer whilst in the sixth it
was the personnel manager. Contact was made with three other finance
officers in county councils with the assistance of the Waterford Corporation’s
finance officer. One of these eventually withdrew advising that no progress
had been made with risk management. This provided a total of eight subjects.
Once the tear off slips had been returned contact was made with the persons
named on the slip and appointments arranged in such a fashion that they could

be dealt with during a ten day tour of Ireland in August and September 1992.
54 DATA COLLECTION

The data was collected by means of an open ended interview with those
responsible for implementing the programme. A list of points was drawn up
using the literature to ensure that all aspects of the research were covered but
the interviewee was allowed to describe the implementation in his own way.
The interviews were taped after obtaining permission from the respondent and

advising that the recording was for the writer's use for ease of reviewing the
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data. The respondent was also advised that the information obtained would be
kept confidential. The object of taping the interview was to ensure that all
elements of the conversation were available to the writer when the responses
were to be analysed. Recording the interview would also assist in detecting
interviewer or interviewee bias which may arise during the course of the
interview so that this could be taken into account in the analysis of the data.

This would be done by checking the tape for consistency.

5.4.1 BIAS IN THE COLLECTION OF DATA

The subject being discussed at the interviews was a sensitive matter thus bias
would be present. The persons being interviewed were charged with taking
responsibility for taxpayer's money and if they were seen to be squandering it
they could be held accountable. In addition, they had been requested by their
insurers, who controlled their premiums, to do something about their loss
experience and if they were perceived as not to be complying with this request
they could be considered as not to be fulfilling their responsibilities. At the
same time SHAWAWA had been passed into law and required action, if this
was not done the local authority could be involved in a criminal action. All
these factors would inhibit the responses received. These points were
overcome to some extent by building up a trust with the respondent by holding
a general discussion with the interviewee concerning local authority matters to
put him at his ease prior to commencing the interview. The reasons for the
research were explained and the respondent informed that the information
received would only be used by the writer. It was not until the interviewee
was ready to discuss risk management was recording commenced. Despite
this, bias was not totally overcome as will be discussed when analysing the
results. In order to restrict interviewer bias the respondent was allowed to

proceed at his own pace and in his own direction. In order to cross-check the
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information obtained the person responsible for monitoring the risk

management programme at IPB was also interviewed.

After the interview the tapes were reviewed for both interviewer and
interviewee bias. This was done by listening to the tapes on a number of
occasions and taking notes of all aspects relevant to the research and comparing
this with the information supplied during the interview with IPB and the other
local authorities as well as with theory. The information obtained was
monitored for inconsistencies by checking the responses to questions used to
prompt the person being interviewed against information supplied earlier or

later in the interview.

5.4.2 INTERVIEWS

The interviews of the risk managers in local authorities took place in August
and September 1992. In considering the subject matter to be covered during
the course of the interviews cognisance was taken of the theory related in
chapters three and four. The aim of the interview was to obtain information so
that the events which took place could be related to the theory. In order to
ensure that this could be achieved a list of points was drawn up as a checklist

for making certain that all the necessary points were covered.

5.4.3 CHECKLIST FOR INTERVIEWS WITH LOCAL AUTHORITIES

A checklist was used as a guide to the interviewer to ensure that all points were
covered. Questions were not specifically formulated to deal with these issues
but the list was used to ensure that they were covered. The list is included as

appendix F, document 1, and the points covered were:
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5.4.3.1 Formilation of strategy for nsk management

Under this heading the nature of the responsibilities of local authorities’ as well

as whether they formulated objectives and strategies was included.

5.4.3.2 Implementation of strategy for risk management

The following were the points considered under this heading:

e  What steps were taken prior to implementing a risk management
programme. The aim of this point was to discover whether any long
or short-term objectives were set and strategies invoked to achieve a
risk management programme or whether any other method was used
to implement the programme. Of importance were the steps taken to
involve other people in the programme consequently time was spent
on ascertaining whether any steps were taken to find out who the risk
manager perceived as being affected by the risk management
programme.

«  Why the authority became involved in risk management. Although the
IPB appears to have instigated a risk management programme there
may be other reasons why some local authorities were more heavily

involved than others. This was aimed at revealing these reasons.

5.4.3.3 Risk management policies

The existence of the risk management manual was evidence of policies having
been prepared. The points covered here were:

»  who actually had the manual

*  who had access to this document in the local authorities.

*  was any other documentation provided
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5.4.3.4 Structure of the organisation

»  The size of the organisation. The number of employees in the
organisation and the population in the district provided an estimate of
the size and its exposure to liability risk.

s The risk manager's place in the structure of the organisation. This
revealed his relationship with the county or city manager as well as
other persons involved in the risk management process. The risk
manager's position in the organisation would send a message to all

concerned as to the importance of risk management.

5.4.3.5 Values of the organisation

*  Organisational culture. The extent to which there was any realisation
of the importance of organisational culture was included in the points
to be covered. The nature of the culture of the organisation was
impossible to establish from one interview but the perception of the
interviewee as to its importance in implementing the programme was

considered important.

5.4.3.6 Implementation of systems in the organisation for risk management

*  Reporting procedures. This question was intended to obtain details of
the reports which were considered important for the managing of the
programme. This also assisted in understanding the view taken of
risk management and providéd information relating to the systems in
use for the programme. It also provided further information
concerning the extent to which all members of the staff were

involved in the programme.
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*  The means of handling risk. This covered both employee and third
party safety as well as financing risk by means of insurance or with
the local authorities’ own funds. Again this would assist in
ascertaining the extent to which risk management was being
implemented.

*  Claims history. A claims history for the past five years was requested
from the local authorities including details of liability insurance

premiums and claims split between employers and public liability.

5.4.3.7 Power structures

This was impossible to ascertain in one interview although an attempt was made
to elicit this type of information by listening to the methods used by the person
being interviewed to implement the programme.

»  Who was involved in risk management and how the parties concémed
were co-ordinated. This was aimed at revealing ways in which risk
management was administrated by the risk manager, and also pursued
the question of involvement of other parties in the risk management

programme.

5.4.3.8 Communication

Enquiries were made concerning the means of communication used to
provide the staff of the local authorities with information concerning
the risk management programme. This involved the existence of a
risk management statement, safety statement or any other
documentation. It also revealed any training which had been
provided to the employees of local authorities. This would divulge
the means of communication of the new strategy and how staff were

involved in the programme.
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5.4.3.9 Skills of staff and management

»  Training and skills of persons involved in risk management. The nature
of the training provided for staff and the present skills held by staff

was dealt with under this section.

5.4.3.10 Impediments to the implementation process

»  What resistance was met in implementing the programme. The purpose
of this was to establish whether there was any resistance from any
employees or other stakeholders to the new programme.

»  What impediments were found to achieving the implementation of the
programme.

» Ifresistance was experieniced or impediments discovered what steps were
taken fo overcome them. This point was meant to discover what
steps were taken to overcome any problems that impeded

implementation.

5.4.3.11 The nature of risk management in the organisation

*  The nature of the risks faced by the local authority. The aim of this
question was to establish the nature of the risks faced by the local
authority being interviewed. This would reveal whether there were
any substantial differences which would affect claims experience and
premiuims.

»  The identification and evaluation of risk. This dealt with the nisk
management programme and the requirements of SHAWAWA. The
methods of evaluation and identification used by the local authority

were discussed. This is part of the risk management process and
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would be a guide as to the extent that the programme was
implemented.

»  The importance of risk management to the local authority and the risk
manager. The intention of this was to obtain data as to how the
local authorities prioritised the risk management programme.

»  The respondent’s understanding of risk management. In order to be
able to facilitate the implementation of a risk management
programme the various individuals’ understanding of the nature of
risk management had to be revealed in the research. Any difference
in understanding may affect the extent to which the risk management

programme was implemented.

During the course of the interview these points were covered either by the risk
manager volunteering the information or, if necessary, by prompting. In this
case the questions were framed in such a way as not to lead the respondent and

to ensure, as far as possible, that the views were his own.

5.4.4 QUESTIONNAIRE FOR ESTABLISHING THE EXTENT TO WHICH RISK
MANAGEMENT HAD BEEN IMPLEMENTED
In order to compare the extent to which risk management was implemented in
the local authorities a crude means of measurement was developed. A
questionnaire (see appendix G, document 1) was drawn up whereby the local
authority was asked whether a particular task was being carried out or whether
it was considered part of a risk management programme. Each positive
answer was allocated one point and the authorities with the highest number of
points were considered to have implemented the programme to a greater extent
than those with lower points. This is a very simple method and does not take

into account that some elements of risk management are more important than
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others but does provide a means whereby the local authorities can be compared.

At the end of the interview with each local authority the following points were

covered by asking specific questions.

5.4.4.1 Risk management philosophy and statement

These points were aimed at ascertaining whether their was a risk management

philosophy or statement in existence.

Do you have a risk management philosophy?

Do you have a risk management statement?

Have you set objectives for risk management?

Did you consider who would be affected by the programme?
Do you have a safety statement?

Do you have a risk management committee?

5.4.4.2 Identification of risk

These questions were aimed at establishing to what extent risk was analysed in

each local authority.

Do you have a method of reporting incidents?

Do you have a formal method of continuing assessment of risks?
Has a risk management audit been carried out?

Is a risk audit carried out regularly?

Is there a means whereby once a risk is reported some action is taken?

5.4.4.3 Evaluation of risk

The aim of this question was to ascertain whether any means at all was used to

evaluate risk.

Do you evaluate risk by any means?
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5.4.4.4 Risk control

These factors were aimed at ascertaining whether the local authority both
financed and controlled risk.
* Do you have a loss prevention programme?

*  Are staff trained in the area of safety?

5.4.4.5 Loss control

As claims would seem to be the major concern of the local authorities this was
considered an important part of risk management. The following questions
were aimed at ascertaining the nature of the loss control programme which had
been implemented.

* Do you review your claims regularly?

e Do you investigate all accidents?

¢ Have you a risk controller who investigates the accidents?

¢ Is there an accident investigator who is trained in investigation?

e What is your claims costs over the past five to ten years?

5.4.4.6 Financing risk
e Do you review your insurances annually?
e Have you considered self insurance?
5.4.4.7 Monitoring the programme

¢ Do you monitor the programme?

These questions relate to those areas of risk management which are considered
to be important in the relevant literature and therefore provided a score as to the
extent to which risk management had been implemented. To provide a score

the positive answers were counted and allocated a score of one. The successful
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organisations were those that achieved a comparatively high score. This scale
provided a means whereby the organisations could be crudely ranked for the
purposes of this research so that those which had implemented the risk
management programme to a greater extent than others could be identified to
see what steps they had taken which had led to this achievement. As the local
authorities main aim proved to be improved claims handling this model did not

prove useful.

5.4.5 INTERVIEW WITH IPB

Once the interviews with local authorities had been completed

the person responsible for the implementation at IPB was interviewed. In
October 1993 IPB was contacted and an appointment arranged at the offices of
the insurer in Dublin. By this stage it was expected that substantial work
would have been carried out by the insurer in implementing the programme and
sufficient lead time elapsed to allow some results to accumulate. Open ended
interviewing was used and a check list prepared with the aid of the theory

discussed in chapters three and four. It consisted of the following notes:

5.4.5.1 Formulation of strategy for risk management

e Why risk management was implemented. This was included to ascertain
the respondent's perception of the reasons for implementing the
programme.

e  The Risk Management Manual. What led to the drafting of the manual
and how was the information obtained for inclusion in the book? As
this was aimed at being a risk management statement and philosophy
it was necessary to see how it had been compiled and what was

expected of the document.
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*  The steps taken prior to the implementation of the programme. This
was intended to reveal the discussions which had taken place with
management and other interested bodies. This was aimed at
ascertaining which stakeholders had been considered by IPB before
implementing the programme.

e Formulation of risk management strategies. This was aimed at
establishing the strategies that had been formulated to achieve the

overall objective and how these had been formulated.

5.4.5.2 Implementation of the risk management strategy

e  The position of the person interviewed within the structure of the
insurer's organisation. This indicated the importance of the
programme to the insurer.

e How did top management in the insurance organisation view risk
management. This provided information relating to the attitudes of
top management of the insurance company to the endeavours of the
person implementing the programme.

e  Implementation of the risk management programme. The steps taken to
implement the programme, including methods of training and
communication of IPB's requirements to management and staff and
what steps, if any, had been taken in the event of their being an;;‘ e
resistance to the programme. This would reveal management style
as well as the methods used to impart the necessary skills to the staff
of local authorities.

e Structure. This was included to ascertain how IPB perceived the place

of risk management within the local authority.
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* Systems. The recommended systems as included in the manual were
covered.

e Skills. The person interviewed at IPB was asked to comment on the
skills of the staff and management in risk management and what was
being done by them, if anything, to help local authorities acquire the
necessary skills.

» Insurance history. The premium and claims history of the relevant
local authorities was also requested.

*  Measure of extent of implementation of risk management in local
authorities. TPB's perception of the extent to which the local
authorities had implemented the programme. The respondent was
asked to provide a score of between one and ten for each local
authority based on his perception of how well risk management had
been implemented.

s  Monitoring. The means used to monitor the programme was

established.

35.4.5.3 Impediments to the implementation of the risk management strategy

» Impediments to implementation. This would provide information
relating to IPB's perceptions as to the impediments that had to be
overcome during the course of the programme. Also information
was obtained relating to whether any steps had been taken to
ascertain what impediments could be expected before the programme

was implemented and how these should be overcome.
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5.4.5.4 Overcoming barriers to implementation

e Communication with members. This would reveal how information
relating to the programme was transferred between IPB and its

members.

The responses of IPB and the local authorities were compared to see how they
corresponded. This provided a check on the answers obtained from both
parties. Any inconsistencies between the answers given by IPB and the local
authorities were clarified with IPB and if inconsistencies still remained the local
authority was contacted with the same aim in view. The score given by IPB
was also compared with the score achieved by the local authorities on the crude
scale developed earlier as a means of checking the extent to which risk
management was implemented. As the method used in the research involved a
scale and that used by the IPB was one person's perception there were a
number of differences in the result obtained. The means used by IPb for
coming to a conclusions concern the score was different to that on the research
scale as the company was more interested in the claims experience of the local
authorities. This means that the two methods were not measuring precisely the
same things although there was much common ground. This was difficult to
establishe and was not pursued to any great extent other than to glean from the
interview how IPB was ranking the local authorities. Despite this the two
means of measuring the implementation of the programme proved useful as a
meansof cross-checking. There were some differences between the two scores

and these are discussed in the next chapter.
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5.4.6 DOCUMENTS

In order to communicate IPB's views of risk management to their clients they
produced a dedicated risk management manual. The manual relating to local
authorities was obtained from the insurer prior to the interviews and was
referred to when analysing the tapes of the interviews to see whether it had

been used.

Information was obtained relating to further literature issued by IPB as well as
from the health and safety authority2. An attempt was made to obtain this after
the interviews to compare with the action taken by the local authorities.
Unfortunately these documents were not made available and therefore could not
be used to cross-check the information supplied by the respondents during the

course of the interview.

5.4.7 CLAIMS HISTORY

Figures pertaining to claims and premiums for the period 1980 to 1992 were
extracted from Annual Insurance Report issued by the stationary office.

Figures for the period 1985 to 1992 were obtained from IIF divided between
public liability and employers liability claims As these figures are obtained
from the annual reports of the insurance companies operating in the country
they are assumed to be accurate. Both IPB and the local authorities were
requested to supply claims histories but despite promises to do so only four risk
managers provided some of this information. This inhibited the research in

that the effect on claims could not be established.

IPB had issued a number of handbooks relating to safety in the local authorities. The title of
these booklets were unknown to the interviewees although they were aware that they were
available. According to IPB these were leaflets relating to safety in the workplace and previous
claims. The safety authority have issued a large number of pamphlets explaining new
regulations, such as instructions on lifting, and safety in the workplace. Again the interviewees
new of their existence but were unable to provide details.
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5.5 ANALYSIS OF THE DATA

The model of the risk management process developed in chapters three and four
was compared with that used by IPB in their manual to ascertain how they
related. In addition, the advice given in the manual was compared with the

actions taken by the local authorities to discover how closely it was followed.

In order to develop a recommendation for the implementation of a risk
management strategy the literature was consulted to establish the nature of the
implementation problems which could be expected. As health and safety
strategies would form part of a liability risk management programme these
were also reviewed. The object of this was to discover whether the local
authorities and IPB experienced these problems and what steps they took to
overcome them. Change and methods of implementation theory were
consulted to develop ways of implementing a programme. These were
compared with the methods used by local authorities to see whether they would
have assisted in the process or were used in some form or another. The result
of this enquiry assisted in the formulation of a strategy for the implementation

of a risk management programme,

The measure of success of the programme will be the extent to which it has
been implemented. As the main concern appears to be the number of claims
which are being made against the local authorities the minimum level of
implementing the programme, in order for it to be considered a success, was
considered to be the institution of a method whereby accidents would be

investigated at an early date and the ensuing claims managed.
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In order to review the change in the pattern of claims consideration was given
to the results of IPB in comparison with the Irish market as a whole. This was
accomplished by examining the claims history of IPB and the Irish market
between 1980 and 1992 to see whether any difference in the pattern of claims
and premiums was experienced following the implementation of a risk

management programme.
5.6 SUMMARY

In this chapter the methodology used to complete this research has been
discussed and a means of measuring the extent to which risk management has
been incorporated as a function of the local authorities developed. In the

following chapter it is intended to document the findings of the research.
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CHAPTER 6

RESEARCH FINDINGS

6.1 INTRODUCTION

The information obtained from the local authorities and IPB is reviewed in this
chapter. Firstly a consideration will be given to the extent to which risk
management has been incorporated in local authorities. Both the research scale
and the assessment made by IPB will be discussed and compared. Throughout
the rest of this report the measure of success will be based on the research
scale. The consideration of the extent to which risk management has been
implemented will be followed by a discussion of the application of strategy and
risk management in local authorities. As the understanding of the nature of
risk management is an important variable in implementing the programme the
perceptions of the implementors of the programme will be examined next. In
the remainder of the chapter the methods used by IPB and local authorities to

implement the programme will be reviewed.

6.2 THE EXTENT TO WHICH RISK MANAGEMENT HAS BEEN
IMPLEMENTED IN LOCAL AUTHORITIES

In this section each local authority will be considered with the intention of
reviewing the extent to which risk management has been impiemented in that
organisation. IPB's views on the success or otherwise of the implementation

will also be included in the discussion and consideration given as to whether
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this can be supported by the research. Finally the local authorities will be
ranked in order of success of the implementation in terms of the research scale.
In appendix K (document 1) a table has been included which sets out the results
of the questionnaire aimed at ascertaining the extent to which risk management
has been implemented. 1In table 2 the results have been converted into a
percentage and the local authorities listed in order of the points achieved on the

research scale.

Whilst interviewing the representative from IPB he was asked to subjectively
score each local authority out of ten for the implementation process and justify
the score. In the reports below reference will be made to this scoring system
and how it compares with that used in the research. The score awarded is also
included in table 2. The various local authorities will be reviewed separately

in no particular order.

6.2.1 OFFALLY

6.2.1.1  Discussion of the scores achieved on the research scales

IPB scored Offally as six out of ten for the implementation programme and is
joint first in IPB's scoring system. The reason given for the comparatively
high score was that a senior executive engineer was given responsibility for
safety thus giving risk management some credence. Furthermore, the county
manager was enthusiastic about risk management although had different views
from IPB as to its nature. On the research scale this authority scored eight out
of thirty one (26%) and is fourth in order of comparative success in
implementing the programme. As discussed below the person who carried out
the implementation of the risk management programme was unavailable to

provide reliable information so this ranking cannot be supported.
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6.2.1.2  Involvement of the appointed risk manager in the programme

Risk management has been adopted by the authority without the assistance of
the finance officer.  This official was given the title of risk manager and the
responsibility for implementing the programme by IPB. The risk manager's
perception of the performance of the authority in respect of risk management is
"that claims and premiums are low s0 it must be proceeding alright’. The
finance officer had little knowledge of the efforts being made to implement the
programme. According to him, both the county engineer and manager are
strongly committed to risk management and a risk controller has been
appointed, although he seems to have little knowledge of this appointment. A
risk management committee has beeri instituted which is responsible for the
function. This had been in existence for approximately one year. It is the
intention of this committee to meet quarterly but at the time of the interview it

had only met once and the risk manager did not attend.

6.2.1.3  Publication of a risk management philosophy and statement

This is one of two local authorities where a risk management philosophy has
been produced by the manager. This, together with a risk management
statement, has been circulated to employees. These documents explain the
function of the risk manager and risk controller as well as support the
implementation of the programme. The finance officer was unable to produce

a copy of these documents despite a request for them.

6.2.1.4  Risk analysis in Offally county council

Risk analysis was not carried out by the nisk manager except to use past claims
to analye future losses. He was unable to provide any information concemning

a loss prevention programme, this being considered the province of the
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engineering department, but believes this must be going well as 'the engineers

know what they are doing’.

6.2.1.5 Insurance programme

The local authority has a £25,000 excess on its public liability policy which has
been provided for in the budget as have the premiums for the remaining
insurances. The authority is fully insured, except for the excess, and has not

considered the possibility of self financing.

A claims experience has been received which shows that the number of claims
in 1987 increased from ten to seventeen in 1991 peaking at thirty one in 1989.
Severity of claims also increased during 1987 until 1990 when they reached a
peak of £115,163 thereafter dropping to £7,310 in 1991. Unfortunately full
details of this claims experience was not received to see whether there 1s an
explanation for the large payment in 1990 but there appears to be a falling off
of claims since the risk mahagement programme came into force. A graph of

these results are included in figure 6, appendix H.

6.2.1.6 Conclusion

Further research would be needed in this authority to discover how risk
management has proceeded. In view of the limited nature of this research only
the finance officer was interviewed and he expressed little interest in the
subject. Offally is an example of risk management being implemented without
the aid of the person given responsibility for the task. Officers who have a
personal interest in risk management have taken over the implementation of the
programme and are running it without the assistance of the designated manager.
The risk management task, except as it relates to insurance, is not being carried

out by the risk manager.
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6.2.2 MONAGHAN

6.2.2.1  Discussion of the scores achieved on the research scales

Monaghan was awarded five out of ten by IPB and were joint second in IPB's
estimation. ‘The reason given for this score was that the county's claims
experience was 'not bad (this was the terminology used during the course of the
interview with IPB's representative). On the research scale they scored six out

of thirty one (19%) and were joint second from last.

6.2.2.2  Involvement of risk manager in the programme

The finance officer showed little interest in the subject and was more concerned
with health and safety in terms of SHAWAWA. There was little evidence that
any attempt was being made to implement a risk management programme
despite the scores they achieved from IPB. The lack of implementation was
supported by the results from the research scale and therefore Monaghan is one
of the authorities where implementation can be considered to be poor. This
was one of the local authorities which initially did not respond to a request for
an interview but was persuaded by a finance officer in another local authority to

talk to the interviewer.

6.2.2.3  Risk analysis in Monaghan county council

A risk audit has been carried out in compliance with SHAWAWA. The
interviewee does not consider that there is a relationship between compliance
with this act and insurance. Claims are the only means used by the finance

officer to consider future losses.
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6.2.2.4  The insurance programme

The finance officer's perception of the cost of premiums and claims was that
they were low in comparison with other local authorities. Despite a request to
provide details of claims experience from both IPB and the interviewee this was
not forthcoming consequently it is not possible to consider whether there has
been a change in the severity and frequency of claims since the request to

implement the risk management programme.

The risk manager reviews insurances annually with the assistance of IPB.
Consideration has been given by this county to not insuring but has decided
against this procedure as it would not provide the risk manager with the

security he desires.

No other risk management tasks were carried out and little interest was shown

by the interviewee in the subject.
6.2.3 WEXFORD

6.2.3.1 Discussion of the scores achieved on the research scales

IPB scored Wexford as five out of ten and were joint second in IPB's
estimation. They achieved eighteen out of thirty one (58%) on the research
scale and were joint first. IPB's scoring was based on whether the authority
had followed the advice in their manual and the reason given for downgrading
them was the lack of formality in the programme and the failure to form a
committee. IPB had not taken into account that this authority had been
involved with instituting a risk management programme prior to the issue of the

manual,
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6.2.3.2  Risk management philosophy and setting of objectives

A nisk management philosophy had been prepared for internal consumption
only but was not made available to the interviewer. Objectives were set on an
annual basis. A task was planned annually which was to be achieved by the
end of the year. For example in one year the insurances on houses supplied by
the local authority was reviewed and found to be unnecessary and in another

year motor insurance was reviewed.

6.2.3.3 Involvement of the risk manager in the programme

The finance officer appeared to be enthusiastic about risk management and had
ensured that there was a good relationship between himself, as risk manager,
and the engineers. This information would need cross-checking by
interviewing members of the engineering department involved in risk

mangement.

6.2.3.4  Risk analysis within the authority

Although no formal risk management committee had been instituted there was a
safety and management committee in which risk management was discussed.
The finance officer's main concern was with claims and in discussions with him
he intimated that he was taking active steps to mitigate his losses. For example
he mentioned that he was considering a different form of traffic control at road
works to improve safety and that he was installing video cameras at each site so
that he had a permanent record of the state of the works at any time. This
latter action was aimed at providing evidence for the defence of any third party
action instituted against the council where allegations of a dangerous site were

being made.
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A system has been instituted whereby staff of the local authority has been
requested to look out for possible dangerous circumstances and to report these
to the risk manager. If such a situation is reported then work is carried out
immediately to rectify the situation. An example was given of a dangerous
walkway on a beach which was reported by a beach inspector and immediately

repaired.

6.2.3.5 The insurance programme

The risk manager had implemented a scheme whereby claims and insurances
were reviewed some time before IPB had submitted their plan for a risk
management programme and action had been taken to control losses. There
was a drop in severity of claims from a maximum of £47,000 in 1987 to £2,500
in 1992 (see figures 10 and 11, Appendix H). The frequency of claims

experienced remained steady over this period.

6.2.3.6 Conclusions

Although a formalised programme as envisaged by IPB had not been
implemented by this corporation some of the tasks which make up a risk
management programme were being actively pursued through the appointed risk
manager. The impression given was this corporation was relatively successful
in implementing a programme which dealt mainly with claims handling. This
information would need to be cross-checked by further interviews with other

persons involved in the programme to provide further substantiation.
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6.2.4 DONEGAL

6.2.4.1  Discussion of the scores achieved on the research scales

This county was considered by IPB to be at the lower end of the their scale and
were given a score of four out of ten. The reason given for the low score were
that the county were not pulling together to tackle the problem of risk.
Furthermore, although the risk manager was keen, he had no support. On the
research scale this county achieved the lowest score of all those interviewed,

five out of thirty one (16%).

6.2.4.2  Involvement of the risk manager in the programme

At the interview the finance officer indicated that a risk controller had not been
appointed as the engineers did not wish to use this title and no attempt had been
made to overcome this problem. In the course of the interview the risk
manager appeared to have little knowledge of the position of the county in the
implementation of a risk management programme, This could be because he

was new to the council, only having been in Donegal for eighteen months.

6.2.4.3  Evacuation procedures

One of the points looked for in the research scale concerned evacuation
procedures. This county carried out these regularly as the county town was
literally on the border between Northern Ireland and the Republic and they
carried out real evacuations on a regular basis as a result of bomb scares. Asa
result of this the research scores are higher than if the 'troubles’ had not

existed.
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6.2.4.4  Insurance programme

No claims experience was received from this county and no information was
provided conceming the insurance programme, The risk manager indicated
that he carried full insurances and he did not wish to fund any losses through
his budget. He was looking for certainty and an insurance programme
provided this; if he was to carry a deductible, or no insurance, he would have

to budget for future losses and he considered that this was unacceptable.

6.2.4.5 Conclusions

Little interest was shown by the risk manager in the programme. He also gave

the impression of being risk adverse.
6.2.5 WATERFORD CORPORATION

6.2.5.1 Discussion of the scores achieved on the research scales

The score awarded by IPB was five out of ten. The comparatively low score
(joint second on the IPB scale) was due to the system not being formalised but
IPB considered that the corporation's finance officer was addressing the task
with a passion and would therefore make it work. On the research scale a
score of eighteen out of thirty one (58%) was achieved which made it one of

the two highest scoring authorities.

6.2.5.2  Involvement of the risk manager in the programme

At the interview the finance officer expressed interest and enthusiasm for the
task of implementing risk management. He insisted on introducing the
interviewer to the city engineer and the risk controller, the only local authority
to do so. It must be pointed out that this individual had arranged an

appointment with the writer but forgot about it consequently another
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appointment was made for the following day. As a result of this the risk
manager was most apologetic and went out of his way to be helpful. This may
have affected his attitude in responding to the interview by trying to make up

for his mistake.

There was strong evidence of co-operation between himself and the engineers.
In addition, he had formed a risk control committee early on in the programme.
In dealing with the question of resistance to the programme the interviewee
pointed out that the engineers were the main group affected. They had initially
resisted the programme but this was overcome by the decision to appoint a
senior executive engineer as risk controller. In his opinion resistance to the
programme also emanated from line managers. In order to overcome this the
middle management were involved in the process and kept advised about

claims.

He was also aware of certain elements within the city viewing the programme
with suspicion. As a result of this consideration was also given to starting an
awareness campaign in the city but this was not pursued as it was thought this

may increase the flow of claims.

6.2.5.3  Risk analysis

Prior to starting the implementation of the risk management programme an
analysts was carried out as to who would be affected by the changes so that

steps could be taken to reduce the possibility of objections being raised.

Although no evaluation of risk is being carried out the risk manager has

considered this aspect and made a decision, based on valid reasoning, revolving



147

around the difficulty with regard to the legal process. This issue will be

discussed in sections 6.6 and 6.7 of this chapter.

6.2.5.4 The insurance programme

This Corporation's claims frequency increased between 1987 and 1991 from
fourteen claims to thirty eight but severity had dropped from‘ £209,000 1n 1988
to £25,000 in 1991 (see figures 7 and 8, appendix H). Without full details of
the claims this is difficult to explain except that the majority of claims are small

which could support the corporation’s concern about fraud.

6.2.5.5 Conclusion

Although 40% of the items referred to in the questionnaire are not being
achieved this corporation has taken risk management seriously. The main
thrust is to reduce the corporation's claims experience and thus his insurance
costs, rather than a full risk management programme as discussed in chapter 4.
The reasons why some of the actions referred to in the questionnaire should not
be carried out have been carefully considered and valid reasons given as to why
this should be the case. As a result of not fulfilling the requirements of a risk
mangement programme as envisaged in theory the local authonity did not
perform well on the scale. Despite this they are succesful in implementing

their own understanding of the programme.

6.2.6 TIPPERARY NORTH
6.2.6.1 Discussion of the scores on the allocated by IPB and the research
scale

IPB did not know this county well but gave them a score of four out of ten, the

second lowest, because of their claim's record and the good system of reporting
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which was in place. In IPB's view risk management had not been actively
pursued and this was supported by the score of six out of thirty one (19%), the

second lowest, which they achieved on the research scale.

6.2.6.2 Involvement of the risk manager in the programme

This county was mainly concerned about complying with SHAWAWA. The
personnel officer had been given responsibility for risk but not given the title of
risk manager. No official was appointed to this post. The personnel officer
considered himself to be an expert in health and safety law and did not see the
need for risk management. In his view he had always carried out this task.
There was no evidence that there had been any change in procedures in this
local authority as a result of IPB's request to implement a risk management

programme.

6.2.6.3 Insurance programme

No claims information was forthcoming from this county. They had not
implemented the use of IPB's database of claims and all information was still in
cardboard files consequently the personnel officer would have found it difficult

to obtain the requisite information.

6.2.6.4 Conclusions

Risk management was related only to safety law in this county and there was no

interest in the implementation of the programme.
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6.2.7 LIMERICK CORPORATION

6.2.7.1 Discussion of the scores achieved for implementation of the risk

management programme

This local authority was awarded six out of ten by IPB. This corporation was
considered by the insurer to be one of the top local authorities in terms of
implementing the programme. According to the insurer the corporation had a
committee which had been 'a falking shop' for some time with little action
occurring. Issues were identified but no decisions made. This situation has
since changed and the committee was becoming more effective. In IPB's view
the fact that the corporation had a strong city engineer was a factor in their
favour. On the questionnaire they scored fifteen out of thirty one (48%) and
achieved the second highest score of the local authorities. The low score

achieved could be due to the late start in commencing the programme.

6.2.7.2 Involvement of the risk manager in the programme

In dealing with resistance to the programme the finance officer was of the view
that, in order to make the plan work, he had to have the co-operation of all the
corporation staff. He had carried out an analysis of who would be affected
before commencing the programme and came to the conclusion that everybody
would be involved. As a result of this he attempted to keep all staff advised
through the risk management committee and by disseminating information

about unusual claims or losses.

6.2.7.3  The insurance programme

Limerick Corporation only forwarded details of frequency of claims. This
increased from 105 in 1987 to 188 in 1991 (see figure 9, appendix H). A

reasonably good system of risk management was being implemented at the time
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of the interview and at the end of 1993 it was announced that the number of
claims received was reducing and in 1994 it was declared that claims had fallen
by 50% since 19911. These latter figures have not been made available by the

corporation.

6.2.7.4 Conclusions

This corporation commenced the programme rather late and, like Waterford, is
very concerned about the increasing number of fraudulent claims being made
against the authority. The fact that they started late and IPB's comment that
their committee was a 'talking shop' indicates that an analysis may have been
carried out prior to commencement of the programme. Unfortunately this

aspect cannot be pursued as insufficient data has been obtained.
6.2.8 LIMERICK COUNTY COUNCIL

6.2.8.1 Discussion of the scores achieved on the two scales

Limerick County Council scored three out of ten on IPB’s scale and six out of

thirty one (19%), the second lowest on the research scale.

6.2.8.2 Involvement of the risk manager

The finance officer informed the interviewer that he did not really want the title
of risk manager, although he had an interest in insurance and claims as he had
dealt with them for many years. No committee was in place but it was
intended to commence one eventually. No consideration had been given to the
question of resistance to the programme although the risk manager felt that the

engineers would welcome it. During the interview the impression was given

Reported on the television programme Tuesday File which was entitled 'Compo” and shown on
RTE1 on 15 February 1994.
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that the finance officer knew the right answers to any questions that may be
asked and was giving the interviewer what was required to make the county's

standards appear acceptable.

6.2.8.3 Conclusions

The overall view obtained was that this county had not yet started a risk
management programme but was about to consider its institution and was aware
of the issues. The initial step was to comply with SHAWAWA and it was this
task which was being carried out by the risk controller. The information

supplied was suspect for the reasons given in section 6.2.8.2.

6.2.9 SCORES ALLOCATED TO THE LOCAL AUTHORITIES IN RESPECT OF
THE IMPLEMENTATION PROCESS

Table 2 sets out the scores allocated to each local authority by both IPB and the

research scale. The organisations are listed in order of success in terms of the

latter.

There are substantial differences in ranking between IPB and the research scale
although there is an agreement as to the top four organisations with IPB
including a fifth in scores equal to or exceeding 50%. The variations are due
to the different understanding of the nature of risk management between the
insurer and the concepts discussed in chapter 4. In the case of the fourth
organisation, Offally, the person appointed risk manager was not responsible
for the implementation process. As a result of this the actual implementor of
the programme was not interviewed. In view of this different perceptions of
the implementation of the programme in this county was held by IPB and the

interviewer.
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Local Authority Research Scale iPB
% %
Wexford 58 50
Waterford 58 50
Limerick 48 60
Corporation
Offally 26 60
Monaghan 19 50
Tipperary North 19 40
Limerick County 19 30
Council
Donegal 16 40

Implementation of the programme through the concepts of strategic

management and risk management, will be discussed in the following

paragraphs.

6.3  RISK MANAGEMENT AND STRATEGY IN LOCAL
AUTHORITIES

It was argued in chapter 3 that if a strategy is formulated at three levels this
will further the achievement of the objectives of the organisation.
Furthermore, risk management should be included in an overall strategy in
order to deal with untoward events. The case studies’ responses to issues
concerning the formulation of strategy will be considered first followed by

implementation.



153

6.3.1 THE FORMULATION OF RISK MANAGEMENT STRATEGY IN LOCAL
AUTHORITIES
The risk manager appointed by the local authorities was, in all cases but one,
the finance officer who reports directly to the county or city manager. He was
part of the management team and a member of the management committee
which met regularly to discuss items of importance to the local authorities.
The management committee consisted of the county or city manager, the
assistant manager in the larger authorities, the finance officer, the county or
city engineer and the county secretary. If second level strategies were being
formed this would have occurred in this forum. During the interviews their
was little evidence of strategy formulation occurring in this committee as their
agenda seemed to relate to short term concerns. Their was no formal mission
and the overall direction of the local authorities was not at all clear. Their
main considerations were resources and attempting to stretch the annual budget
to be able to fulfil the tasks required of the authority. The precise nature of
the discussions in this committee were not established as minutes were not
made available. This documentation could have revealed the factors which
were considered important to local authority management and provided further

information relating to strategy.

In three of the authorities concern was expressed in the management committee
about the high level of claims and discussion took place as to how this could be
alleviated. The risk manager provided information concerning claims
experience and unusually high losses. The emphasis was placed on claims
experienced by the authorities, the suspicion that fraud was occurring, and the
desire to reduce the cost of insurance and clatms. The implementation of

SHAWAWA was also discussed in this commitiee. The achievement of this
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objective was left to the engineer who designated one of his staff as a safety

officer responsible for carrying out the requirements of the act.

6.3.2 RISK MANAGEMENT STRATEGY - FUNCTIONAL LEVEL

6.3.2.1  The local authorities formulation of strategy

Risk management strategy is set at operational level in conjunction with first
and second level strategy?. There is no formal long term strategy or mission
for the programme other than that referred to in the IPB manual. Informally
the local authorities seem to have a goal of reducing their claims experience in
compliance with an inherent mission to use scarce resources effectively to

provide the services required of them by statute.

Strategy formulation for risk management, in the sense of analysis and control
of risk, was not carried out in any of the local authorities. Three of the
authorities, all of which are at the top of the scale, have established a method of
identifying risk, although they expressed a difficulty concerning the legal
process of discovery. Discovery is a step in legal proceedings which provides
that any documentation that pertains to an action being heard in court must be
produced. The fear was expressed that if a record was kept of areas where a
danger had been discovered this would be held against the local authority in a
court of law. The personnel officer did not concern himself with this problem
considening that discovery did not affect him. Two of the local authonties
evaluated risk but this was for the purposes of SHAWAWA. This was carried

out using a scale of high, medium and low nisk.

It is assumed for the purposes of this research that first level strategy is set at central government
level.
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The mangement committee could have been used by the risk manager to advise
his colleagues on how he intended to proceed with the implementation of a risk
management programme and obtain co-operation but none of the persons
interviewed considered this to be necessary. They were of the opinion that the
manager was aware of the requirements of the IPB and the committee need only
be informed of progress. The interviewees did not appear to consider the
management committee a suitable venue for the discussion of risk management
concerns, This could be due to the fact that the management committee would
have dealt with high level strategy whilst risk management would have been
considered a functional concern. Where signs of resistance were recognised
discussions took place informally with the persons or departments concerned

and close liaison was maintained with the dissenters.

The three authorities at the top of the research scale formulated informal
objectives at operational level. One of the respondents considered that the aim
of risk management was so obvious it was not necessary to set objectives or
strategies but, despite this, he had a stated goal of reducing losses by using the
risk management process. The two most advanced authorities had more
formalised objectives which had been submitted to the management committee.
Again these were mainly concerned with managing claims, with one risk
manager wishing to initially cap claims and then to reduce them, and another to
centralise the claims handling process. In the most successful authorities
tactics, such as making representation at court more professional, or to pass on
losses to a third party by way of contract or third party action, were of more

concern than overall strategy. In those cases where an informal objective had
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been set a greater level of achievement in implementing the programme had

been attained.

6.3.2.2 IPB's formulation of strategy

IPB's main objective was to reduce their own claims costs, this being evident in
the contents of their manual. The manual was drafted by the development
officer of IPB who was responsible for the implementation of the risk
management programme. He prepared the contents of the book using the
experiences of consulting engineers, who had acted as consultants in the past to
the IPB in respect of claims, as well as full time employees of the insurer. No
particular reference work was followed in the compilation of the volume and
most of the contents were drawn from the development officer's own
knowledge and experience which was mainly in a claims department. A policy
statement was provided by IPB in the manual and all the local authorities have a
copy. Itis not clear the extent of its utilisation but it would seem from the
evidence obtained that the risk managers are using it as a guide, but

implementing their own programme.

6.3.2.3 Policies - IPB manual

The IPB manual provides a brief summary of the stages involved in the
introduction and implementation of a risk management programme which is
reproduced in appendix I, document 1. Two authorities, which had not started
initiating the programme, were going to rely on this summary as a strategy for
implementation, but, in those cases where progress had been made, the advice
given by the IPB had been ignored. The manual recommends that
implementation be carried out from a top down approach as is illustrated in the

IPB manual where it is stated:
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"The management systems and characteristics of local
authorities required to identify, evaluate and control risks are
exactly the same as those required for success 1n any other
area of individual or commercial activity. Management from
the top down must be involved. " (1988:6)

A risk management strategy is discussed by the IPB in their manual. The way
in which strategy has been developed by the IPB confuses the concepts of
strategy, tactics and a risk management programme. Most of the discussion of
strategy revolves around the IPB's understanding of the nature of risk
management and will be dealt with when considering perceptions of the

function.

All of the authorities advised that they had three copies of the manual; one
copy was in the possession of the county/city manager; the second in the risk
manager's office and; the third with the city/county engineer. They had not

been distributed to staff neither were they made available outside these offices.
64 THE PERCEPTION OF RISK MANAGEMENT

The formulation of strategy for risk management was considered above and the
conclusion was reached that a formal strategy had not been developed although
there are strong indications of the existence of an informal one. The
respondent’s understanding of risk management is important as this could affect
the extent to which the programme was implemented. IPB's understanding of
the function, as disclosed in the manual, will be discussed first followed by the

perceptions held by the local authorities.

6.4.1 IPB'S PERCEPTION OF RISK MANAGEMENT
In order to facilitate the implementation of the programme and advise the local

authorities about risk management the IPB disseminated information relating to
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their own understanding of the function through the manual as well as arranging
seminars for the local authonties. Risk management is defined in the IPB
manual as one of the specialities within the field of general management. This
definition is extended to include the process of planning, organising and
controlling the resources and activities of a local authority with the objective of
minimising the adverse affects of losses at the least possible cost, a cost/benefit
approach. Prior to the discussion of strategy the IPB consider the overall

objective of a risk management programme to be:

"to reduce the cost of risk by identifying, evaluvating and
controlling them".

(IPB Manual 1988:1)

This is a definition of risk management rather than an overall objective. The
statement combines an aim "fo reduce the cost of risk" and a means of
achieving that aim, " by identifying, evaluating and controlling them” which 1s a
strategy. 'The writer of the manual seems to be confused as to the nature of
objectives and strategies. Despite this it can be seen that the aim of the
programme is to reduce the cost of risk and this is to be achieved by
identification, evaluation and control. This aim is not clearly identified as it is

hidden within a number of paragraphs.

In the opinion of the IPB risk management will involve the following strategy:
"1. Identification of hazards of risk exposures facing the
authority.

11 Risk evaluation to show how efforts made now will
mean long term savings in premiums and indirect
COSts.
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ii.  Risk control strategies involving:-

(a) Risk awoidance

(b) Risk transfer

(c) Risk retention

(d) Risk reduction

Iv. Efficient handling of accident notification and claims,
centrally and at local level. "

(IPB Manual 1988: 1)

This is not strategy in the formal business sense as these steps do not consist of
a broad statement of intent, they are tactics in that they set out the steps of a
risk management programme. This strategy includes three of the risk
management steps normally referred to in the literature, that is the
identification, evaluation and control of risk (see chapter 3, section 3.5). It
was argued in chapter three that claims handling should be included as part of
risk management under the heading of risk control following an accident, and
therefore also forms part of a risk management programme. In this case it is
given a separate step of its own, which seems to emphasise its importance to
the IPB. A defnition of risk management is not provided elsewhere, although
the tasks of the risk manager are listed in the manual and will be considered
later in this section. Most of these factors are developed further in later parts
of the manual. Risk control is discussed in section four whilst, identification
of risk is discussed in section three and claims handling in section eight whilst

risk reduction is dealt with in the appendix. Risk retention and risk transfer
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are separated in the above quotation from the manual but are dealt with together
as risk retention and transfer in section five of the manual. There is no
separate chapter relating to risk evaluation or risk avoidance. Thus the
quotation referred to above describes the nature of risk management for further

discussion in the manual rather than sefting a strategy.

In order to try to understand the IPB's perception of risk management it is
necessary to consider the various sections of the manual. In the section on risk

control the main concern appears to be reducing claims rather than accidents.

"The only effective and lasting way to reduce expenditure
which relates to risk is to improve the record of the Authority
both in numbers and cost of accidents/claims”

(IPB Manual 1988:16)
The reference to accidents/claims combines the two together under one heading

and thereafter the discussion of risk control refers only to claims.  This places

the emphasis on claims control rather than loss control.

Section five, entitled " risk retention or transfer”, refers mainly to insurance.
Thus these two sections tend to limit risk management to insurance issues, this
being further emphasised by the reference to claims handling as being a strategy
of a risk management programme as a separate main heading rather than a part

of risk control.

The question to be considered next is whether the tasks of the risk manager
defined by IPB are also insurance oriented. These tasks are included in the

manual as:

1. Assemble the risk management programme and
monitor ifs progress.



iL.

§i71

iv.

vil.

viii.

IX.

xil.

Identify the risks by assessing the extent of the local
authorities’ liability arising from the use of property.

Control the risk by administering insurance
programme and self insurance arrangements.

Ensure implementation of the programme through
sectional heads and operational managers who are
responsible for safety and accident prevention and
incident claims reporting.

Establish an incident action programme within each
functional area so that immediate appropriate
measures are taken, i.e. notification to engineer,
inspection photographs, statements, reports, advise
insurers, remedial action.

Review regular incident reports from each area of
operation and identify trends.

Arrange quarterly meetings with the risk management
team to review overall effectiveness of the programme.

Establish which activities are covered by health and
safety legislation.

Monitor new legisiation, court decisions, claims
results.

Liaise with IPB on claims.

Co-ordinate information service on incidents, claims,
trends, technigues of risk reduction, impact of
legislation.

Ensure that all employees are filly knowledgeable of
Job safety instructions relating to their area of
operation.

161
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xiif.  Promote awareness of safety throughout the local
authority by encouraging all employees to report
unsafe features relating to any council/corporation
actrvity.

xiv.  Provide quarterly printout to management team on
incident reports and claims.

(IPB Manual 1988: 5)

The first point refers to assembling the programme and monitoring the results,
This is not taken any further in the manual. Point two refers to the
identification of risks and is dealt with in greater depth in section three where
the legal liability of the local authority is discussed but without reference to
physical identification. The emphasis on legal liability again places a stress on
claims being made against the authorities rather than identification of actual
possible incidents. Point three refers to the control of risk with reference to
insurance as well as self-insurance but not to physical risk control. This is left
until point twelve and thirteen, where awareness of safety amongst employees is
emphasised as being necessary but from a top down approach. Points four,
five, twelve, thirteen and fourteen make reference to internal stakeholders in
the organisation who should be involved in the implementation process. The
insurer has recognised the necessity of involving these individuals but has not
considered the possibility of rejection of the programme. The responsibility
for gaining acceptance is placed in the hands of the local authorities without
providing further advice. This is to be expected as the local authorities would
be more aware of the needs of their internal stakeholders than the insurer. The
thrust of these tasks seem to emphasise post loss control, as for example in

points four, five, six, nine, ten, eleven, rather than a proactive attempt to
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manage risk. Despite this some of the points do refer to loss prevention but

mainly in conjunction with the occurrence of incidents.

Management of the local authorities are kept informed of the occurrence of
claims and incidents by means of a quarterly report. This again emphasises the
importance of claims management as opposed to risk management. Point
seven provides for a risk management team or committee, although no guidance
is given as to who should be included on this committee. This gives the local
authorities the freedom to decide who should be involved in the risk
management team rather than the composition of the committee being imposed
on them. A committee is a useful means of ensuring that the stakeholders’
representatives are involved in the risk management programme. Points eight,
nine and eleven refer to an analysis of the external environment but with regard
to legal liability. In theory the risk manager is required to monitor all relevant
external factors, depending on the organisation's view of risk, which would
affect the department and the business, rather than just law and claims and this
again emphasises the limited nature of the programme compared with

recommendations discussed in chapter three.

IPB have attempted to define risk management in their manual but have
emphasised claims and insurance. If the manual is followed this will lead to
the development of a programme which is restricted in its application.

Because of the fact that an insurance organisation prepared the manual the
insurance bias is to be expected but it could lead to the overall objective of risk
management, as described in the literature discussed in chapter four, not being

achieved.
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6.4.2 THE LOCAL AUTHORITIES' PERCEPTION OF RISK MANAGEMENT
When the local authorities were asked for their views on the nature of risk
management only one local authority placed any emphasis on the identification,
evaluation and control of risks as being important in the context of risk
management. The emphasis of all the persons interviewed was on the

containment of claims. One local authority considered that:

"risk management is common sense and Jocal knowledge to
put people off making claims”

whilst a second stated that risk management is:

"all about getting our people out there, whether it is to

safeguard us from claims from the public or our own

employees working on jobs, to avoid injuries”.
Two of the persons appointed as risk managers did not consider that employee
safety and health was part of the risk management remit as they felt that this

should be left to the engineers. One risk manager, who was the personnel

manager, considered risk management to be safety management.

Three of the local authorities considered that it was the risk manager's task to
co-ordinate and liaise within the organisation concerning risk related matters.
They were of the view that risk should be dealt with by all employees of the
local authorities and it was the risk manager's task to co-ordinate the staff to
handle risk. In the interviewees' opinion safety and claims investigation was
the domain of the engineers but it was up to the risk manager to co-ordinate the
handling of losses and insurance. Only four of the local authorities were of the

view that safety was a part of risk management.
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The constituents of a risk management programme are divided between the
departments within the local authority and this has not changed, except that in
three cases claims handling has become more centralised. Of these three two

were comparatively highly rated on the research scale in implementing the

programme.

All the risk managers understood the connection between claims and premiums
but only one emphasised the importance of identifying risks as part of risk
management. Since the implementation of the programme renewal premiums
are based on the claims history of the previous year so that the cost of insurance
will be reduced as claims costs fall. This reward system will again place the
emphasis on claims handling as there is no incentive for an authority to
implement loss reduction procedures which maintain an existing low level of

claims but reduce the probability of accidents.

Despite the manual there is a varied understanding of risk management amongst
the risk managers and this is reflected in the step by step approach taken by the
implementors of the programme. The first step is invariably to reduce claims.
In the authorities which were most successful on the research scale sensibilities
of other managers were taken into account during the course of implementation.
Two of the risk managers, who were highly rated in implementing the
programme, realised the importance of obtaining co-operation from their

colleagues and saw themselves as co-ordinators.

The IPB had recommended the implementation of a risk management
programme to the local authorities so that the insurer's claims experience could

be improved. One of the factors that may have affected the implementation of
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the programme is whether the local authonties had reasons of their own to fulfil

the required task and this will now be discussed.

6.5 REASONS FOR IMPLEMENTING A RISK MANAGEMENT
PROGRAMME

During the course of the interviews with the representatives from IPB and the
local authorities the reasons for implementing risk management were provided
by the interviewees of their own volition. It was important to ensure that these
reasons were known. If the implementing body had a reason of their own to
implement the programme this could improve the extent to which the
programme has been instituted. If it was imposed upon them by the IPB this
may affect the local authorities’ attitude towards the programme. and reduce the

likelihood of it being accepted.

As has been shown in chapter one the IPB experienced an increasingly poor
claims experience over the last ten years and, according to the insurer, local
authorities were the main cause of concern. A number of steps were taken to
try and reverse this trend which evoked an unfavourable reaction from the
management of the authorities as they had to transfer scarce resources from
other budgets to deal with these additional costs. As a result of these
complaints a decision was made by the IPB to request their members to
implement a risk management programme and thereafter premiums would be
based on past claims as an incentive to reduce losses. All the local authorities
were of the view that their expenditure on insurance and claims was high and
therefore something had to be done to combat these increasing costs. They all
understood that the aim of the risk management programme was to reduce

insurance related costs (see the discussion in section 2.8 in chapter two).
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The most concern was expressed about fraudulent claims, that is to say
claimants exaggerating their injury or instituting a claim when an accident had
not occurred. The IPB considered these types of losses to be a major factor in
affecting their results. Seven of the authorities concurred with the IPB's view
and considered that there was a high incidence of fraud which had to be
contested. This prompted them to institute a system of claims investigation
and this is where risk management was considered helpful. Of these, three had
made progress with the implementation of the programme, whilst the other four
had not. Two of these three had other motives for commencing the

programme.

One of the two most successful local authorities, in terms of the research scale,
were of the view that the system of claims handling in his jurisdiction was
inadequate and contributed towards high claims costs. The finance officer
considered that this system should be centralised so that it could be made more
efficient. This system was effected before the IPB's programme was

recommended.

The finance officer employed by the second local authority on the scale, had
been involved in risk management since 1974 following a train crash. This
resulted in a large claim being pursued against them and a number of other
defendants. Following this occurrence it was discovered that their liability
cover was insufficient and would not have provided them with full financial
protection if the claims had gone against them. At the same time, it was
considered that the claim could have been handled much better and it was

necessary to review the procedures used and to improve them.
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In another local authority the appointed risk manager gave the sole reason for

implementing the programme as the TPB being in crisis and that the programme
would be a step to assist in improving their performance. This risk manager

considered that claims were the insurer's responsibility and not that of the local
authority. 1In this authority risk management had been implemented well in the
opinion of the IPB but this had been carried out by the county manager who, in
the view of the risk manager, was always prepared to accept new ideas and was

also an engineer who was interested in safety.

In order for the programme to be comparatively successfully implemented in
their terms the local authorities required an additional reason over and above
the request made by the IPB. This consisted of the realisation of a poor claims
experience. In those cases where an admission was made that costs were high,

but there was no other reasons forthcoming, little was achieved in carrying out

the programme

6.6 IMPLEMENTATION OF THE RISK MANAGEMENT
PROGRAMME

From the information obtained during the course of the interviews it would
seem that the most successful authorities implemented the programme
incrementally.  This correspond with the findings of Quinn (1988:672) and
Wiseman (1993:155) discussed in chapter four. The initial objective of those
who had commenced the programme was to reduce claims but there was an
indication that in the future they intended to identify losses and evaluate them
but they foresaw problems with this approach as it would interfere with claims

handling tactics. Identification and evaluation of risk forms part of the
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requirements of SHAWAWA and in most cases a risk audit was being carnied
out and a safety statement formulated but this was seen as a separate exercise to
the implementation of risk management. In those cases where informal
objectives had been formulated the implementation of the programme had
proceeded with greater success in terms of the research scale. The data
obtained from local authorities suggests that a step by step approach to
implementing the programme is more successful in this type of organisation
than replacing the existing system with the new risk management programme.
The change is gradual and provides time to overcome any resistance that does
occur. The evidence obtained from the local authorities indicates that strategy
1s not set and management is practised on a short term basis. This means long
term issues are not given an important place in management discussions. This
could lead to the failure to envisage the full effects of a long term risk

management programme.

In section 6.2.2 the comparative success in implementing the risk management
programme in the local authorities was discussed and they were ranked in terms
of the research scale. This was followed by a discussion of the formulation of
a strategy for risk management within the local authorities and perceptions and
reasons for implementing the programme. In this section it is intended to
discuss how the local authorities proceeded with the implementation process
with a view to identifying the barriers to implementing the programme. The
structure developed in chapter four for considering the success of a strategy will
be used as a guide; that is to say structures, resource implications, power

structures, systems, and culture of the organisation.
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6.6.1 STRUCTURE OF THE LOCAL AUTHORITIES

6.6.1.1 The appointment of a risk manager

As argued in chapter four, section 4.2.1, structure is an indication of the key
activities of the firm and the manner in which they will be co-ordinated. In
the case of risk management the risk manager is seen by the IPB as a key
manager and therefore should be a senior officer of the council and this should
be reflected in the structure. For this reason the finance officer was selected

by the IPB as being the most suitable officer to fulfil this role.

There is a rigidity in the structure of the local authorities in that there is
difficulty in instituting new posts. The title of risk manager was considered by
five of the local authorities to be unsuitable as the use of the 'manager’ title
breaches one of the understandings of the organisation that there will be only
one 'manager’. A more suitable title was considered by one local authority to
be risk co-ordinator, as this, more accurately in his opinion, reflects the nature
of the tasks involved in the function (this local authority was third on the
research scale). In addition to not accepting the title three of the local
authorities did not want the task. The two local authorities which accepted the
title were the most successful in implementing the programme in terms of the

research scale.

6.6.1.2 The appointment of a risk controller

The IPB had also recommended in their manual the appointment of a risk
controller whose tasks are set out in appendix J. He was to report to the
person appointed as risk manager but be an executive engineer who would
normally be part of the engineering department. There was also resistance to

this task because of the existing understanding of the organisation that the area
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manager was responsible for safety and to appoint somebody else would cause
this responsibility to be eroded. Although the creation of both these posts were
not formally opposed there was an informal resistance to including them in the
structure of the organisation. The post of risk controller was adopted in four of
the local authorities whilst the remaining four considered that the appointment
was unnecessary as it would impinge upon the activities of the engineers. This

resistance was a stumbling block to fully implementing the programme.

6.6.1.3  The formation of a risk management committee

In referring to the role of risk manager reference is made by the 1PB to a risk
management team, although no information is given as to how this should be
constituted. Three local authorities saw the need for forming a risk
management committee. In all cases this consisted of the risk manager; a
representative from the engineers (usually the person who investigated claims);
one or two representatives from administration; the personnel officer and; in
some cases, a second engineer. In other words it was a cross-functional
committee. Two of these committees (rated first and third in table 2) met
regularly whilst the third (rated fourth) met when they were able. In this latter
case the person responsible for risk management had little interest in the

programme and little knowledge of how it was being implemented.

6.6.1.4  Barriers to implementing the structure

As a result of the objections to the title of risk manager the IPB have now
recommended that this be changed to risk co-ordinator. The effect of this title
change will not be available during the course of this research. As three of the
risk managers advised the interviewer that they did not want the task allocated
to them by the IPB it is doubted that this action will have any effect on the

implementation of the programme.
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6.6.2 RESOURCE IMPLICATIONS

In order to achieve implementation of a full risk management programme in the
sense of that recommended by writers such as Dickson (1989) and Valsamakis
(1992) the local authority would need the necessary additional resources to be
able to physically control risk, such as the repair of roads, as well as pay for

insurance costs or claims expenses.

6.6.2.1  Resources for the physical control of risk

All the authorities complained about the lack of money available to carry out
repairs to roads and footpaths. These were seen to be the main source of
claims and were perceived to be gradually deteriorating (see table 2.1 in chapter
two). The financial position of local authorities was discussed in chapter two,
section 2.6. and in general terms in chapter four, sections 4.2.5 and 4.3.4.2.
Resource allocations from central government have been substantially reduced
consequently there is a shortage of funds to meet the requirements of the local

authority as well as the additional costs of a risk management programme.

6.6.2.2  Resources for additional staff

The IPB did not envisage the employing of additional staff to fill the role of

risk manager or controller but expected this work to be carried out by existing
staff. The implementation of the programme would have meant an additional
workload imposed on the finance officer in that he would be required to carry

out the tasks referred to in the manual.

A database of each local authority's claims experience had been provided by
IPB and installed on a personal computer installed in the offices of the local

authorities (see section 6.6.4.2). This was only used in half the authorities due
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to lack of time to learn how to use the software as well as lack of interest in the

programme.

In the two authorities first and second on the research scale, the engineer, who
had always been involved in claims investigation, was given the function of the
risk controller but his task was kept separate from that of the safety officer who

was involved in implementing SHAWAWA.

The smaller local authorities perceived risk management as being mainly
involved in claims investigation and they did not have the money available to
employ a specialist for this purpose. The Department of the Environment had
imposed a cap on the employment of new staff, thus if an engineer had been
allocated to the task of risk controller this would mean the loss of one member
of staff. 1In the larger authorities this was not an issue as they already had

somebody involved in investigating losses due to the high incidence of third

party claims.

6.6.2.3  Barriers to implementation of the programme

It was realised by the IPB that the risk management programme would require
the diversion of resources in the form of additional work and funds but no
considerations was given by them as to the effect this would have on the
programme. No additional funds were made available from central
government, or any other source, to provide for the additional resourcing that
would be required for the implementation of the IPB's programme or for the
purposes of SHAWAWA. One risk manager stated that he just did not have
the time or the resources to be concerned with the programme although he

realised its relevance to reducing losses.
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6.6.2.4  Overcoming barriers to implementation

The only action that could be taken to provide for any additional expenses as a
result of the programme was to cut back on other expenditure. In 1992, as a
result of the high cost of claims, and in order to balance their budget, one
authority had to divest itself of three jobs. As employment is a highly political
issue in Ireland it was decided that no further jobs could be lost, consequently
other action had to be taken to provide the additional resourcing. The funding
of local authorities is also a political issue as is illustrated by the recent
problems of Clonmel local council. In this case the Department of the
Environment has threatened to dissolve the Clonmel council if an agreement on
the 1995 budget is not reached. The main argument in this local authority

concerns raising money by the imposition of service charges?.

According to the IPB one authority had received permission from the
Department to employ an engineer temporarily for the purpose of implementing
SHAWAWA. An application for this additional member of staff would have
to be made annually and it was hoped that as this new person was already
employed, albeit on a contractual basis, permission to retain him would be

automatic,

An attempt was being made by two of the authorities to divert funds for
maintenance purposes by making provision in the annual estimates, but this

meant other programmes had to suffer.

Reported in the Irish Times, 25 January 1995.
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6.6.2.5 Conclusions

The failure to obtain the necessary resources impedes the implementation of the
programme, not only in the sense of their being insufficient funds or staff
available, but also insufficient time to become aware of the nature of risk
management and the benefits that could be achieved if the programme was
implemented correctly. Thus resourcing is a major issue which needs further

consideration at both local and central government level.

6.6.3 POWER STRUCTURES WITHIN LOCAL AUTHORITIES

Power structures within an organisation were discussed in chapter four sections

4.3.4.3 and 4.5.5.

6.6.3.1 The power blocs

The IPB found, retrospective of implementing the programme, that the
engineers were the main power bloc in the local authorities. They were
responsible for safety and for maintaining the various sites for which the local
authorities were responsible. A safety officer was appointed from their
number although, according to three finance officers, this was considered a low

prestige task despite its statutory origins.

The finance officer was the main liaison officer between the IPB and the local
authority but had little power relating to safety. His main concern was, as his
title suggests, the finances of the organisation. As implementor in all local
authorities but one he had the potential power to prevent successful
implementation of the programme or ensure that the programme succeeded.
His control of finances as a source of power would have assisted him in being
able to grant or withhold funds. This is supported by the threat made by the

two most successful local authorities to deduct the cost of claims from the site
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budget if claims administration was not improved, this was called by them 'the
carrot and stick approach’. In the case of one local authority the
implementation programme was proceeding as a result of the intervention of the

county manager who was able to override the finance manager's disinterest.

All those authorities which had implemented the programme relatively
successfully realised that the employees could affect the implementation of the
programme. They had the power to prevent the successful implementation by

impeding its conclusion.

6.6.3.2  Affect on the risk management programme

The resistance to the programme by the engineers was a major factor in the
implementation of the risk management programme. The engineers considered
that safety was their responsibility and therefore no other department should be
involved with this aspect of their work. They were reluctant to understand the
relationship between safety and insurance claims and considered that as the
local authority paid premiums the insurers should take control of claims. The
fear was also expressed that the appointment of a risk controller would involve
a form of policing of the site engineer and they perceived the risk controller as
someone who would be continually 'looking over their shoulder’. A further
reason submitted by the engineers for not pursuing the programme was that the

investigation of losses would encourage claims.

The safety officer, who should be an integral part of a risk management
programme if loss control is to be maintained, was not involved in the
implementation process. Only one safety officer expressed the desire to be

involved in the programme and this request was denied by the local authority
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concerned. In most cases it was considered that the task of safety officer and
risk controller should be kept separate. This was due to the fact that risk
management was perceived to be claims handling. The two finance officers
who had implemented the programme relatively succesful did not consider that

the safety officer would be able to assist with this task.

According to the IPB, top management in the local authorities had accepted the
importance of the programme. Despite this it was found in terms of the
research scale that in all but three of the local authorities the programme had
been implemented relatively poorly (see paragraph 6.2.9, table 6.1). The
reason for this was the failure of the finance officers to pursue the programme
because of lack of interest and resources and resistance from the engineers.
Both of these groups had the power to prevent the full implementation of the

programme.

The IPB only involved the managers and finance officers in the programme.
Their aid had not been sought in the formulation of the manual or in discussing
how the programme should be implemented consequently they were unable to
foresee the possibility that the implementation of the programme would be
impeded. Neither the engineers nor other staff were consulted with regard to
implementation of the programme although they were involved in being trained
in the claims handling procedures and safety matters required by SHAWAWA
and again, as a result of this, the IPB were unable to foresee any resistance to

the programme..
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6.6.3.3  Overcoming resistance

In all of the local authorities reluctance of the engineers to implement the
programme was expressed and it was evident in all cases this was a barrier to
implementation which had to be overcome. In the top three local authorities,
in terms of the research scale, the risk managers had enlisted the aid of the
engineers in implementing the programme. One finance officer advised that a
number of older engineers had resisted the programme consequently he waited
for them to retire and the appointment of new, younger, engineers before
pursuing the implementation of the programme. This finance officer was a
member of one of the local authorities which had achieved the most success in
implementing the programme, but this had taken place over a number of years.
A second successful implementor closely liaised with a senior engineer as risk
controller to ensure that the programme proceeded well. Both these finance
officers also used their financial power to try to ensure implementation of the
programme by threatening to deduct from works budgets the cost of any claims.
This procedure was known to be unworkable as it would decimate the budget
but despite this the threat proved to be successful as it gave the engineers time

to consider the merits of the programme.

The local authorities which had successfully implemented the programme saw
the necessity for making sure that all staff were involved. One local authority,
which had not started implementing the programme because of lack of
resources and the short length of time the finance officer had served with the
council (18 months), made the remark that before implementing the
programme:

‘the first stage was to capture the information so that he can
tell people what they can get out of it then he can start.”’
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thus indicating the relative importance to him of involving staff. A further
authority, which started late in implementing the programme, believed that all
members of staff should be involved in the implementation process. In order
to ensure that this occurred he had formed a risk management committee before
commencing the implementation process. This local authority's programme

was being implemented comparatively effectively.

In the cases where implementation was proceeding well the appointed risk
managers showed enthusiasm for the programme and expressed an interest in
claims. They realised that their endeavours could be prevented by power blocs
within the organisation and took steps to try and overcome this possible

impediment.

6.3.3.4 Summary

The question of who has the power to prevent or encourage implementation of
the programme had a major affect on the implementation process. In those
cases where the persons who were implementing the programme took
cognisance of this factor, implementation took place relatively effectively.

The IPB failed to recognise the power issue and their ideas of how the
programme should be implemented appears to have been ignored to some
extent. This has led to their perception that the programme has been relatively

poorly implemented.

6.6.4 LOCAL AUTHORITY RISK MANAGEMENT SYSTEMS

In this section it is intended to review the mechanistic systems in place which
enabled the functioning of the risk management programme. As discussed in
chapter two, section 2.8, the various tasks which make up a risk management

programme are divided amongst the departments within a local authority. The
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main concern expressed by both the IPB and the local authorities was related to
claims handling and the systems established seemed to revolve around this task.
It is intended to consider the systems recommended by the IPB first, and then
deal with claims handling, followed by risk control systems and insurance

systems.

6.6.4.1  The system recommended by the IPB

The manual produced by the IPB provides little assistance concerning the risk
management system to be incorporated into the local authorities. The role of
the risk controller and risk manager are set out in the manual and are
reproduced in appendices K and N. These sections of the manual set out the
functions of the two employees but have little bearing on systems of risk
management. Sections are also included for risk control, and claims handling

but, again, they are very general (see appendices O and P).

At the commencement of the programme IPB supplied each local authonty with
a claims history for the past ten years. This was provided in the form of a
database on a computer disc to be used with a PC. It contained information
concerning the claimant, place and date of loss and other relevant factors.
Provision was made for local authorities to update the database. The purpose
behind the database was so that local authorities could use it to identify accident
'black spots' and possible fraudulent claimants. No further help was provided
for instituting systems within the local authorities for either claims handling or

risk management.

6.6.4.2 Claims management systems

The more successful local authorities in implementing the programme preferred

a system of centralised claims handling whilst the remainder retained the
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existing decentralised system discussed in chapter two, section 2.3. The
systems used to deal with a claims intimation varied from authority to authority

depending on the level of centralisation and will be discussed below.

The first intimation that a claim will be forthcoming is usually a letter from a
third party or solicitor. This is addressed to the local authority or city rhanager
who passes it on to the finance officer, secretary or personnel officer. The
claimant's letter is forwarded to the insurer and a copy of both documents sent
to the engineer’s department where they are forwarded to the area engineer who
investigates the accident. A report is sent from the area engineer to the county

secretary who forwards it to the insurer.

In the centralised system used by the two most successful local authorities in
terms of the research scale the risk manager receives the report and responds to
the claimant’s letter. The investigation is carried out by an engineer, dedicated
to the task, who reports to the risk manager. The report is submitted to the

risk manager who forwards it to the insurer.

In the case where the personnel officer is responsible for implementing risk
management he receives the report and decides on liability. If he considers
that the local authority is liable to pay damages the report is forwarded to the
insurer who also investigates and decides whether to negotiate or defend the
action. If the personnel officer considers that liability does not exist then the

claimant is advised of this decision.

In the authority where the risk manager is being bypassed the engineers now

deal with the whole claim and the county secretary has been removed from the
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system. The risk manager remains involved only insofar as acquiring the
claims experience for the purpose of negotiating insurance premiums at the

beginning of each renewal period.

6.6.4.3  Use of the claims database

The database that was supplied by the IPB was only being used in half of local
authorities. In those cases where substantial progress was being made in
implementing the programme it was consulted and kept up to date whilst in
other local authorities the finance officer seemed rather vague as to the extent
of its use. The reason given for this was the lack of time to learn how the
programme could be used or, it was being used by the engineers and was,

therefore, of no concern to the finance officer.

6.6.4.4  Risk Identification

In order to be able to control risks they have to be identified and a record
maintained of their relative importance for the purposes of handling risk.
Although the local authorities were aware of the necessity to control risks there
was resistance to implementing a system whereby records of areas where future
losses could occur were compiled. In three of the authorities the view was
expressed that the maintenance of records indicating possible risks could
adversely affect the claims handling procedures. In their view this information
could fall into the possession of the third party's lawyers during the discovery

stage of a legal action.

The aim of the database prepared by the IPB was to provide a system of risk
identification as well as a record of claims. According to risk managers, who
use the database, it is useful to identify claimants and family members who

regularly make claims on the local authorities. All but one of the risk
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managers considered that fraudulent claims were a major issue and steps must
be taken to reduce them. The database was used as a means of identifying
possible frauds. One authority considered that fraud was not so evident as in
other local authorities because their system of thoroughly investigating every
claim and defending actions when necessary had solved this problem. | This

was one of the successful implementors.

In three of the authorities staff had been requested to report any unsafe
situations to their superiors. In two of the authorities a system has been
established whereby the engineer who investigates the claims discusses with the
risk manager possible safety precautions following an incident. In the
authority where the personnel officer was appointed risk manager discussions
were held with the engineers to improve safety practices. This was carried out
with the intent of ensuring that the county would not be found in breach of their
legal duty of care. All the local authorities were in the process of carrying out
a safety audit in terms of SHAWAWA. This was being pursued by the
engineering department with the aim of completing a safety statement. In all
of the authorities the persons interviewed had some difficulty in connecting the
requirements of SHAWAWA to risk management although one risk manager
seemed to consider compliance with the act the ﬁrsf step to the implementation

of the programme.

6.6.4.5  System of handling insurances

The finance officer deals with insurance and negotiates premiums each year but
the day to day endorsements and changes in the policies are dealt with by the

secretarial department. This system remained in all the local authorities.
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In four local authorities, the top three on the scale and one other, an inspection
was carried out by the finance officer of the insurance policies of all contractors
tendering for work on local authority sites to ensure that they had sufficient
liability cover  As a result of this the local small business community
expressed the concern that businesses which could not afford the necessary
insurance premiums were unable to comply with these requirements and were
therefore unable to secure the contracts. This could lead to a loss of
employment in the area and a failure of small firms. The local authorities
considered that in selecting contractors they did not want to use 'cowboys' and
the insistence on liability insurance was one way of sorting out the most
suitable organisations for the contracts available. Thus rather than being

overcome this objection was ignored or not considered important.

6.6.4.6 Conclusions

There is evidence of factors external to the local authority affecting the
establishment of systems for the programme. The person interviewed at the
IPB was well aware of the concern relating to civil procedure in the courts and
concurred with the view expressed that it may well be tactically dangerous to
maintain a record of risks and was therefore not actively pursuing this

requirement.

The problem with the local business community was not considered to be an
important factor by either the risk manager or the IPB aithough it does imply
resistance as discussed in chapter four, section 4.3.2 to implementation in a

public body.
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6.6.5 CULTURE OF THE ORGANISATION

The culture of organisations was discussed in chapter four sections 4.3 and 4.5.
It is difficult to establish the culture of a particular organisation in one visit,
and there has been no research into this aspect of Irish local authorities as
organisations. There were a number of hints obtained from the interviews
which gave some indication of the culture of the local authorities where the
interviews took place. From these interviews it would seem that each local
authority had its own culture as is indicated by the different approaches to risk

management discussed above.

6.6.5.1 Relationships between staff

The IPB were of the opinion that the main source of power in the local
authorities were the engineers although this was not clear from the information
supplied by the finance officers. It was clear from the information supplied by
the various interviewees in the local authorities that traditionally engineers were
responsible for safety and claims investigation. The safety officer was always
an engineer and this department had always carried out claims investigations,
either by an engineer appointed solely for this task or by each site engineer who
would deal with claims at his works. The investigating engineer provided
reports of accidents and acted as expert witnesses if the necessity arose. In
those authorities where little work had been carried out by the appointed risk
manager engineers were carrying out claims investigation and dealing with
safety with no input by the risk manager. In those cases where success had
been achieved close liaison with engineers was maintained. All the risk

managers interviewed, except three?, expressed the view that obtaining the co-

One of these showed little interest in the programme but felt that engineers would welcome it;
the second did not involve himself in risk management at all, it was being implemented by the



186

operation of the engineers was difficult as the engineers saw the appointment of
an administrator as risk manager as not being suitable in the circumstances.
During the course of the interview with IPB it was stated by the interviewee
that he had recognised this problem after he had commenced implementing the
programme. He stated that he should have taken into account that local

authorities were in fact:

"run by engineers and that their was a strong rivalry between
engineers and administrators. "

IPB acknowledged that it was "a sfap in the face to engineers” to have

appointed the finance officer as risk manager.

The three authorities who had implemented the programme comparatively well
considered that their organisation valued good relationships between their
employees and the engineers and finance officer got on well. An attempt was
made by the implementors of the programme in these cases to place the
engineers at ease by emphasising the importance of being honest in their reports
and admitting liability if necessary so that, rather than defending an action
which they were likely to lose, they could dispose of the claim and learn from
the accident. The engineers were informed that the purpose of the
investigations was not to allocate blame but to ascertain the facts relating to the

accurrence.

6.6.5.2  Staff empowerment

In chapter four, section 4.3.3, it was argued that for a safety programme to be

successful the worker had to be involved in the programme. In all cases

engineers; and the third was the personnel officer who viewed risk management from a welfare
of personnel view.
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information concerning this point had to be elicited from the interviewees.
They were specifically asked whether they involved employees in the

programme.

In the top four organisations on the research scale the finance officers expressed
the view that it was necessary to involve all staff and management in the
programme. For example, one finance officer stated that "1t is absolutely vital
te bring them (the employees) with you." Another said "involvement was the
key to success” whilst a third was of the view that " you can't direct people
because they want to know why and want to see the benefit”. In the other
authorities the attitude towards involving staff was unclear although in the
authority where the personnel officer was risk manager the management style
appeared to be autocratic as he was of the opinion that once an instruction was
given it would be followed. As this information was obtained during the
course of one interview it needs to be checked by either interviewing other

employees or by participant observation.

The top four local authorities on the research scale passed information to their
staff by way off lectures and documentation such as leaflets and the safety
statement if one had been prepared. Staff also attended the talks given by the
IPB. One authority, near the top of the scale, sends letters to staff via heads of

department relating to safety precautions.

Information concerning the progress of claims is passed by the IPB to either the
finance officer or the secretary. In the two authorities at the top of the scale,
this information is passed to the area manager or to the engineer involved; in

the two authorities joint second on the scale it is hoped that the information
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reaches the relevant people by word of mouth. In the remaining local

authorities information was not disseminated beyond the finance officer.

6.6.5.3  Attitude to risk management

One authority considered that being health and safety conscious over the years
meant that they had always been involved in risk management. In this case the
person responsible for implementation of the programme was the personnel
officer who was a self acknowledged expert on safety law and considers all that
1s required for the programme to be a success was compliance with
SHAWAWA. Because of the perception that there was no difference between
risk management and what he had been doing over the years the personnel

officer intimated that there was no need for him to take action.

All of the authorities stated that they were very safety conscious and would be
implementing SHAWAWA. It is doubted whether the person interviewed
would admit otherwise because of the local authority’s duty in terms of the act
relating to safety. This affected the information acquired concerning how the
programme was being implemented as attitudes towards safety would be an
important part of the culture of the organisation. Because of the fact that no
time was spent in the organisation the affect of this attitude could not be

established.

6.6.5.4  Attitudes towards risk

Two of the authorities indicated risk adversity. One considered his
organisation to be "belt and braées" and would insist on insuring everything
whilst a second thought it was madness not to insure. All local authorities
considered that they could not do without insurance. One considered that he

would be in trouble with the public auditor if he failed to insure all the
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council's property and liability whilst another was of the view that it was illegal
not to insure. Thus there seems to be a culture of dependency on insurance
and a lack of knowledge of the possibility of self financing of risk.

Two of the authorities would rather not pay a claim that was doubtful and they
would have their day in court to make a point, even to the extent of going to
appeal if necessary. This view was in reaction to the perceived high number
of fraud cases experienced in the authorities concerned. If the claim was valid
they considered it prudent to pay as soon as possible. There was a
determination to defeat the perceived culture of dependency on insurance claims
to make a living by the people in their area of jurisdiction. These two

authorities appeared first and second on the research scale.

6.6.5.5 Conclusion

The culture of the local authorities affected the implementation of the
programme in that it restricted its succesful implementation. Further research
is required into the culture of local authorities, and sub-cultures of each

organisation to see how these affect risk management.

6.6.6 COMMUNICATION
In paragraph 4.5 communication of the strategy to both external and internal
stakeholders was considered valuable. An important part of communication of

the strategy is through training.

6.6.6.1 Training

Training is not only an important means of communicating strategy but is also a
means of upgrading the skills of staff and management to ensure that they can

carry out the required tasks. Both aspects will be considered here.
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Training was considered an important issue by the IPB and they provided
lectures and seminars relating to claims handling and information concerning
unusual claims. An attempt was made to provide seminars on giving evidence
in court but this was discontinued as it was considered by the insurer to be
unethical for them to provide this form of training. The IPA now carry out
this work. All of the local authorities were involved in safety training in order
to comply with the relevant European directives and SHAWAWA. The aim of
the training was to transmit information and no attempt was being made to deal

with cultural issues of the organisations.

In the top four local authorities training was accepted as important by the risk
manager and the interviewees were aware of the nature of the training and the
seminars being given. They themselves attended the lectures for the purposes
of showing that top management was interested in the programme’. All four,
when asked about the nature of training, felt it was important that the
investigators were trained in carrying out investigations and in giving evidence.
One risk manager who, although appointed by IPB was not involved in the
task, considered that training was not for the senior management and therefore

did not attend.

The personnel officer gave lectures and seminars as he saw this as part of his
function. These were given only in compliance with SHAWAWA and
European directives. The remaining interviewees had little knowledge of the
training that was being carried out as this was provided by engineers,

administrators or the IPB.

This was stated to be important by the top four interviewees.
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6.6.6.2 Communication to external stukeholders

There was no formal communication of the risk management programme to
external stakeholders. One local authority, who first instituted the programme
prior to the IPB’s request, considered that their new tactics in handling claims
had given the local legal profession the message that the local authorities were
no longer 'a soff touch’. It was considered by the top two local authorities that
it would be dangerous to inform external stakeholders of their new strategy
because of the impact it could have on claims tactics and on the perception of
the voters. The risk managers did not want to reveal the fact that they were
defending actions in case this caused a reaction which would affect voting

patterns or strengthen the position of third party lawyers.

Three authorities (second and third on the scale) would like to ensure that the
frequency and severity of claims being made against local authorities and their
reactions to them should reach the public. One of these authorities reported in
a council meeting that every day a third party claim arrived at the desk of the

- finance officer. This was picked up by the press and publicised. It was also
considered by the top four authorities that winning a case would deter other
possible claimants from proceeding with a legal action, this being especially

effective against possible cases of fraud.

6.6.6.3 Communication of the strategy by the IPB to local authorities

In order to explain the reasons for implementing the risk management
programme the IPB arranged a meeting of the county and city managers and the
situation leading to the imposition of these measures explained. During this

discussion the relationship between claims and premiums were emphasised.

This local authority was in the top four on the scale.
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This was the first contact that the IPB had with the authorities to bring to their
attention the new programme. According to the IPB, prior to this meeting, the
managers held the view that claims were not their concern and should be dealt
with by insurers. The meetings were followed by the provision of the manual
and the running of seminars and lectures in Dublin and in the local authorities’
area. Booklets were also prepared on various aspects of safety and delivered
to the local authorities.

6.6.6.4 Risk management policies

Risk management policies were meant to be disseminated through the risk
management manual issued by the IPB. This contained the risk management
statement. This document was discussed in section 6.3.2.3. Only the finance
officer, county/city engineer and county/city manager had a copy of this
document and in all cases it was considered to be confidential and was kept in
their respective offices and not divulged to staff. Thus the policies of risk
management were not disseminated to persons who should have been involved

in the programme and this would have restricted implementation.

6.7 BARRIERS TO IMPLEMENTATION AND MEANS OF
OVERCOMING THEM

The data obtained from interviewing the risk managers and IPB has been
classified under the five headings developed in chapter four. As a strategy
requires to be communicated this was also considered. The impediments to the
programme met by the local authorities and the action taken to overcome some

of the barriers which were met will now be discussed.
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6.7.1 INTER DEPARTMENTAL RIVALRY

The most important resistance to the implementation of the programme came
from the engineering section of the authority. It was quite evident that they
had been overlooked by the IPB in the formulation of the programme much to
the detriment of its implementation. As discussed in the previous section
engineers have always been involved in claims investigation and safety matters
and this was considered part of their territory. Ignoring this fact was an error
which has caused the failure of the programme to be fully implemented in five
of the authorities. The allocating of a traditional engineering task to an
administrator would have been seen as a threat to the engineer's particular area
of expertise as is evident from the information discussed in the preceding

sections.

The rejection of the title of risk controller indicates the failure of the IPB to
understand the importance of the engineers. In those authorities where the
programme has progressed reasonably well the finance officer had enlisted the
aid of the engineering department by close co-operation and discussion so that
the person responsible for investigating losses was fully involved in the whole
programme. In those authorities where a risk controller was successfully
appointed it was insisted that he should be a senior member of the engineering
staff so that he had sufficient authority over the other engineers when
investigating claims. One authority had appointed a senior executive engineer
as risk controller to achieve this aim but a junior engineer actually carried out

the required work.

The acceptance by the engineers of the risk management programme seems an

essential goal of any implementation strategy for risk management in a local
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authority. One way of achieving this is by forming a risk management
committee. This is being done successfully by those authorities which have
made some progress towards implementing the programme and is being
considered by those who are about to start. The IPB are now recommending

the formation of such a committee as they realise its value.

6.7.2 ATTITUDE OF THE IMPLEMENTOR

The IPB perceived that their failure to realise that there was only one title of
manager used in the local authorities and the appointment of the finance officer
as risk manager could cause embarrassment was a contributing factor to their
lack of success in implementing the programme. This was not mentioned by
the local authorities although one finance officer felt that the title was

inappropriate and four did not want the task or the title.

In the authorities where management has been successful in implementing the
programme the implementor is enthusiastic about risk management. In three
authorities the risk manager expressed an interest in claims and insurance, and
in one of these the risk controller liaised closely with the risk manager and
expressed an interest in personal injury law. In the fourth authority the county
manager was very interested in risk management but the appointed risk
manager had no interest at all, yet, despite this the programme appears to be
proceeding reasonably well. These individuals represent a champion of the
risk management programme and without them the programme would not have
commenced. In the IPB, similarly, there is one person who is enthusiastic
about risk management. He is continually pursuing top management to allow
him funds to continue with the programme despite the fact that his superiors are
now wondering whether it is the task of an insurance company to provide this

kind of service.
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6.7.3 EXTERNAL FACTORS

There are a number of external factors which are affecting the operation of the
programme. Firstly the question of court tactics seems very much to the fore.
The civil procedure relating to the discovery of documents is an important issue
which is acting as a barrier to the provision of reports on possible dangerous

situations.

Secondly the political issue of employment has been raised. Firstly small
businesses are objecting to the local authorities inspecting their insurance
contracts as this is allegedly discriminating against the smaller employer. This
issue has been ignored but could prove to be a political issue in the future.
Employment has also been used to drive the implementation of the programme
by noting that the high cost of risk is reducing the capability of the local

authority to employ people and this has caused concern.

A further factor is the control of resources by the government. No additional
finances are being made available either for the risk management programme or
the implementation of SHAWAWA. This impedes the attempts to reduce
losses and the local authorities are unable to do anything about this factor as it

is not within their control.

6.7.4 STAFF INVOLVEMENT

In order to overcome resistance to the change necessary to implement the
programme those authorities which had implemented the programme thought it
important to involve the staff in the process. By doing this staff objections
could be overcome. A risk management committee was found in two of the
cases to be a useful device for overcoming cross departmental resistance. In

one authority, where older engineers had firmly resisted the change, the risk
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manager waited for them to retire before fully implementing the programme.
The new, younger engineers, were educated by the finance officer as to the
benefits of the programme as understood by him and the programme proceeded

with relative success.

In two of the more advanced authorities an attempt was made to overcome
resistance to change by threatening the area managers with reducing their
budget by the amount of any claim. This was initially used by one of the
finance officers on the basis that if claims reports were not received in a certain
period of time this would occur as a way of encouraging early submissal of
reports. Although this threat was used the actual implementation of it could
not occur as it would mean the individual site budgets would be devastated.
One authority advised that this system worked in that reports were received
early and the engineers concerned learnt that to prepare reports shortly after the
accident was to their own benefit. The fact that only one engineer now had to
go to court in the cases where a person was specifically appointed to carry out
the claims investigating task was also seen as beneficial to the engineers and

contributed towards their acceptance of the programme.
6.8 SUMMARY

In this chapter the formulation and implementation of a strategy for a risk
management programme by IPB and the local authorities has been reviewed.
The programme which IPB and the local authorities are implementing is one
which deals with the handling of claims with particular reference to the
possibility of fraud. Little attention appears to have been paid to risk control
but only to insurance related matters. A number of barriers to implementing

the programme have been identified, which seem to be concerned with the
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attitudes of the people in the organisation, although a further major impediment
is a lack of resources. Three of the authorities have made attempts to
implement the claims handling programme and overcome some of the resistance
within their organisations by dealing with the people issues. In the next, and
final chapter, of this dissertation it is intended to consider what this means and

- to try to identify a process which would assist with the implementation of a risk
management programme using the literature and the practice identified above as

a base.
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CHAPTER 7

CONCLUSIONS

7.1  INTRODUCTION

In this chapter it is intended to review the results of the research in the light of
the literature discussed in chapters three and four to see what can be learned
from the experiences of the case studies. This will include consideration of
those actions referred to in chapter six which contributed to the successful
implementation of a risk management programme and what steps could have
been taken to reduce the likelihood of meeting or overcoming obstacles. From
this discussion will be developed a recommendation for the implementation of a
risk management programme. At the end of this chapter the necessity for

further research in this area will be considered.
7.2 FORMULATION OF STRATEGY IN LOCAL AUTHORITIES

Strategy, in the formal sense of long term planning or analysing and dealing
with a changing environment, was not evident in local authorities. In all local
authorities top management committees had been formed which appeared to
deal with short term problems, such as annual financing, although, because of
their composition, they were well suited to deal with longer term issues. In
those counties where action was being taken to implement the risk management
programme this committee was used to discuss the increasing costs of risk
especially as concerns high claims costs. There was little evidence that the
committee involved themselves in a debate to deal with the issues but was used

as a forum to keep management informed of the current situation. Thus there
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was no formal strategy at top level of the local authorities to deal with the

mounting claims crises.

Despite this there did seem to be a strategy being formed at operational level by
those counties who were actively pursuing a risk management programme.
This took the form of an incremental approach to implementing a strategy for
risk management and has arisen out of the finance manager's realisation of a
claims crises. The implementation was a step by step approach without an
overall plan except in one case where there was a loose strategy to carry out a
particular task each year but without this being formalised. This method of
implementing strategy is recommended by Wiseman (1993:155) for local
authorities and is seen by Quinn (1988:672) as the way in which strategy is
generally implemented and formulated by management!. The idea of strategy
was not at all developed in local authorities and the concept was not well

understood.

In implementing the risk management programme in the local authorities the
IPB did not take into account that the effect of the new programme would be to
change certain aspects of these organisations and that this change needed to be
managed. Their main concern was to pursue a means of reducing their loss
experience by implementing the risk management programme that they had
recommended. The IPB's view as to the nature of a risk management strategy
is confusing and would not have assisted the local authorities’ top management

in coming to grips with the issues. They seem to understand strategy as being

This is discussed in chapter four sections 3 and 5.
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the risk management process itself which can be used as a means of improving

their claims experience?.

The IPB's overall strategy was not clearly enunciated by the person interviewed
at their head office. Since the implementation of the programme commenced
the IPB's top management have come to the conclusion that the provision of
risk management advice to their members was not a function of an insurance
company. In their opinion an insurer's main task is to provide finance to their
clients in the event of a loss and not to be involved in loss prevention activities
or give risk management advice. The view was expressed that a risk
management programme could lead to a loss of revenue, especially if members
decided to self insure or carry large excesses, and, therefore, should not form
part of the insurer's core business. This did not seem to have been debated to
any great extent and the person responsible for implementing the programme in
the IPB only found this a barrier when requesting additional resources to
provide further seminars for local authorities. The fact that this issue arose
does point to the IPB's management considering one of the basic steps of
strategic management, that is trying to understand the nature of the business in
which they operate’. This aspect could not be pursued further as these views

were only developing at the time of the interview with IPB.

Strategy was discussed in chapter three, where it was argued that it was a
means of achieving objectives at three levels of the organisation*. Neither the
local authorities nor the IPB seemed to have accepted this version of strategy or

clarified their own understandings with each other. The reference to strategy

HoWN

This is discussed in chapter six sections 6.2 and 6.3.
See, for example, the discussions in Pearce & Robinson (1991:13).
See Pearce & Robmson (1991:5), Johnson & Scholes (1993:11).
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in the IPB manual does not explain its meaning and is not at all clear. The
IPB's view does not coincide with the theoretical understanding as outlined in
chapter three. Strategies focus the attention of the parties concerned on the
overall management of the authority. A risk management strategy is set within
the overall strategy to deal with risk. In the case of the IPB the main priority
relating to risk was to improve their own claims experience. In order to
achieve this their clients had to share that goal. The local authorities did not
understand the main priority set by the IPB in the same way. Their concemn
was to reduce the number of successful claims made against them rather than
the number of occurrences where claims could arise. This failure to have
congruent goals was one of the reasons why the IPB did not achieve success in
their terms. A more directed approach, whereby agreement is reached with
the local authorities and more consideration given to each party's goals, may
have provided an impetus in pursuing the programme in all authorities. This
could have been achieved by using the concept of strategy developed in
chapters three and four. This view seems to be confirmed by those cases
where claims had been analysed by the finance officer and a means to deal with
the high cost of losses developed, this showing evidence of an emergent
strategy®. In these instances the programme was implemented to a greater
extent, according to the research scale, than in those cases where this had not
occurred. Thus there was a more focused approach in the more successful

authorities which seemed to lead to a fuller implementation of the programme.

5

See Mintzberg and Waters (1989:5).
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7.3  BARRIERS TO THE IMPLEMENTATION OF THE
PROGRAMME

In this section it is intended to review the barriers to implementation of a risk
management programme. There were a number of different understandings of
the nature of risk management and these differences were reflected in how the
various parties viewed the success or otherwise of the implementation of the
programme. The perceptions of risk management, as held by the persons
interviewed, will be dealt with first, so that when considering other aspects

affecting the implementation process the different views can be borne in mind.

7.3.1 THE PERCEPTIONS OF RISK MANAGEMENT

As discussed above, strategy was understood in different ways by the local
authorities and the IPB. Similarly the nature of risk management was
perceived differently by the participants in this research. Writers on risk
management have also differed in their opinion as to the nature of risk and the
task of the risk managerS. The main difference of opinion revolves around the
nature of the risks which are to be dealt with by the risk manager. These
views range from covering all risks faced by an organisation to dealing only
with insurance related risks. There seems to be a general agreement amongst
the different writers on risk management that the risk management process
involves identifying risk; evaluating risk; controlling risk; and financing risk
followed by a monitoring of the process’. Head & Horn (1991:8), Bannister
(1989:11), and Vaughan (1989:35), amongst others, are of the view that risk
management should only concern itself with pure risk, that is to say risk where

there is no possibility of a gain, as opposed to speculative risk, in this way

See the discussions in Valsamakis et al. (1992) and Zajdlic (1984) as discussed in chapter four.
But see the discussions in chapter three, section 3.4.1.6. and Burlando et al.(1990:50)



203

distinguishing the task of the risk manager from that of general management.
Valsamakis et al.(1992:12) are in favour of the wider view but, in their text,
concentrate on insurance, whilst Zajdlic (1984), is of the opinion that risk
should be dealt with in its widest form®. As this research is concerned with the
actions of an insurance organisation recommending a risk management
programme for implementation the insurance related view has been accepted as

a point of departure for the following discussions.

The IPB's measure of implementation success is a guide as to how they
perceive risk management. This was based on the involvement of senior
personnel in local authorities and good claims handling procedures as well as
claims experience®. The IPB communicated their view of risk management by
way of their manual, seminars and lectures. Dickson (1989:11) advocates the
the necessity to publish a philosophy, statement and policy for a risk
management function and the manual conforms with this recommendation.
This manual has been discussed in various sections of this dissertation and the
conlusion was reached that it has an insurance claims bias!®. The manual was
produced by the development officer employed by the IPB who was also
responsible for the implementation of the programme. His experience is
mainly in the claims department of insurance organisations, the most recent one
being the IPB. His interest is also in claims and legal liabilities. In
developing the manual he relied on his own knowledge and involved consulting
engineers who had been retained to advise on losses as a source of information.
The underwriters and surveyors employed on the IPB's staff were also

approached to provide information for the purposes of publishing the manual

10

See the discussions in section 3.4,
See the discussion in section 6.4.1.
See sections 2.8, 6.3.2.3 and 6.4.1.
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but it was written in its entirety by the development officer. The view of risk
management expressed through the manual is narrower than that reflected in the
research scale which inhibits the implementation of a full programme as
envisaged by, for example, Head & Horn (1989). As the author of the manual
is a claims person it does reflect his views of the importance of claims control

rather than overall risk controlll,

Each local authority had also developed their own understanding of risk
management and this affected the outcome of the implementation process.

Two, who scored highly on the research scale, emphasised the investigation and
tactical handling of claims from the time an accident occurred until appearance
in court. The IPB placed these at mid point on their scale because they had not
implemented a formalised system of risk management. One of these, which
had been involved in risk management prior to the IPB becoming concerned,
were beginning to contemplate the use of safety devices on road sites, and three
others, which had been rated highly on the research scale, but middle ranking
on the IPB's scale, had requested their staff to be aware of possible risks and to
report them to their supervisor. This appears to be the beginnings of a risk
control system aimed at reducing accidents but its basis still seemed to be
claims control'2. The majority of the local authorities, including those who
had commenced risk control, did not wish to institute a means of identifying
and evaluéting risks because of the possibility of these being used against them
in a court of law. In all these cases the risk manager was the finance officer

whose concern was with the local authorities’ budget and containing costs.

11
12

This was discussed in section 6.4.2 and sections 6.3.2.3 and 6.6.6.4.

For example, one risk manager was considering installing video cameras at their sites so that
could record all accidents that occurred and use this in evidence. It would also provide
information relating to the state of the roadwork for safety purposes.
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The important issue seemed to be tactics for dealing with claims, a narrower
view than that held by the IPB but still claims oriented. Again this restricted
the implementation of the programme in terms of both the research scale and
the IPB's understanding of risk management. This failure again underlines the
necessity for a common understanding of the goals of the progamme before it

can be succesfully implemented.

Safety management is aimed at reducing accidents to employees and third
parties. In the local authorities safety was dealt with by engineers and not
considered part of a risk management programme. In one local authority
safety and the risk management programme were co-ordinated by the risk
manager and in four cases they acknowledged the relevance of safety but were
not involved in the task. In all of these cases, except one, where a risk
controller had been appointed his task was loss investigation. The safety
officer was a different engineer who concentrated on the requirements of
SHAWAWA. In one case the risk controller was involved in preparing the
safety statement required by the act. The view taken of risk management in a
local authority where the engineers were implementing the programme was that
it was technically oriented rather than related to finance and insurance. In
another local authority risk management was equated with safety management
to be dealt with by the personnel officer. There seems to be strong evidence
that, despite the fact that safety could reduce accidents, this was not considered
part of the risk manager's remit. Another view held by a finance officer was
that risk management involved co-ordinating the various departments affected
by risk rather than being responsible for risk in its totality and this included
safety. Thus throughout the various local authorities there were differing

views of risk management which affected the extent to which the programme
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was being implemented. These opinions differed not only from each other but

also from those views held by the IPB!3,

A further difference of opinion revolved around the understanding of who
should deal with claims and insurance. The insurer was of the view that local
authorities should understand the implications of reducing claims expenditure
on premiums and therefore expend the necessary resources in achieving this aim
but this was not clear to local authorities. The culture within these public
bodies seemed to imply that insurance was the concern of the insurer and this
included claims and was no concern of their management. The IPB had spent
time discussing with the local authority officers the relationship between claims
and premiums but in most cases there was still a reluctance to accept this
opinion. The engineers in particular were convinced that it was the insurers
task to pay claims and not their concern at all. These differences seem to
extend Wiseman's (1993:153) idea of goal disagreement covering all areas of

the local authorities rather than just between central and local government!4.

These differences of opinion seem to be related to the professional background
of the individual concerned. A finance officer is concerned with containing
costs. Reducing the number of successful claimants being awarded damages
would achieve this end and be more readily measurable than a loss prevention
programme. This could explain their concern with claims tactics and reducing
the cost of claims payments. Engineers maintained that they are concerned
with safety and this has been accepted by the finance officers. Risk managers

have accepted this and excluded safety from the risk management programme.

13
14

See the discussions in section 6.4.2.
Discussed in section 4.3.2.2.
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In the case where an engineer is involved in implementing the programme it is
understood to be from a technical, safety view point. The personnel officer
sees risk management as safety management, a concern of personnel officers.
The individual at the IPB implementing the programme has a background of
handling insurance claims and this is reflected in his opinion as to how the risk
management process should be implemented. Thus the role of the individual
in the process, as well as within the organisation, together with his past
experiences, is a determining factor in the understanding of the nature of the
programme and this affects implementation. As a result of these variations in
understanding the measure of success in implementing the programme would
differ in different local authorities and in the IPB. This would mean that the
scale developed for the purpose of the research, which is based on writer's such
as Vaughan's (1989) view of risk management, would not bear any relevance to

the participants in the research.

7.3.2. THE STRUCTURE OF THE ORGANISATION

Johnson & Scholes (1993:345) and Pearce & Robinson (1991:32) were of the
view that consideration of structures was important when implementing a
strategy!5.  Structure identifies the key activities in the firm and the manner in
which they are co-ordinated to achieve the organisation's purpose. The IPB,
in dealing with the structural implications of their programme, recommended
that the finance officer be appointed risk manager in each local authority as
finance was seen by them to be a key activity of risk management. This
recommendation was made by the IPB without consultation and the majority of
finance officers were discovered not to want the title of the task of risk

manager. The reason given for this by the finance officers revolved round the

15

See the discussions in sections 4.2.1 and 4.3.4.1
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extra work involved and they indicated a lack of interest in the programme.
The use of the title of manager was also a factor to their acceptance of risk
management. One considered that a more suitable would be risk coordinator
and the IPB have now instituted this recommendation. This result seems to
support the views of Moss Kantor (reported in Roskopf & Aielo 1991:58 and
discussed in chapter 3, section 3.6.1) concerning management in general that,

in future, they will be coordinators of tasks rather than a form of overseer .

A further attempt to amend the structure of the local authorities by the IPB was
a recommendation that a risk controller should be appointed. This would be a
senior engineer reporting to the risk manager. This was unacceptable to the
engineers because of the way in which they understood risk management and
the perception that safety was their task. Three of the local authorities were
prepared to accept this change. In one of these it was the county manager who
implemented the programme through the engineering department and in the
other two the finance officer ensured that their was a close relationship between

himself and the engineers.

The structure of the local authorities organisation is hierarchical and is polarised
between the administrators and the engineers. In addition there is strong
evidence of rivalry and difficulty in co-ordination across functional boundaries.
This supports the views of Pearce & Robinson (1991:32) and others discussed
earlier'6. This has led to a difficulty in changing the structure of the
organisation to accept the risk management programme.

The rejection of the tasks, titles and positions referred to above indicate that the

IPB have not taken into account the functional nature of the structure of the

16

See section 4.2.1
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local authorities and its disadvantages, such as the narrow specialisation and
inter functional rivalry referred to in chapter four, sections 4.2.1 and 4.3.2.
There is evidence of these two factors being present in the local authorities
interviewed. The strict specialisation which was evident in those local
authorities interviewed was a hindrance to the implementation of the
programme as each department wished to hold on to their own elements of the
programme. There was also evidence that they held the view that boundaries
of specialised knowledge should not be crossed and that tasks such as safety
were in the province of engineers and not administrators. Risk management
committees have been recommended by the IPB, and formed in some local
authorities, to try to overcome the issue of boundaries of knowledge and

provide a form of networking between the various departments!’.

7.3.3 POWER STRUCTURES

The territorial problem is one of the key issues affecting the implementation of
the risk management programme and this can be considered in terms of the
power structures which form part of Johnson & Scholes (1993:6() cultural
web!8.  According to IPB the power in the local authorities lay with the
engineers. They did not discover this until after the risk management
programme had commenced and therefore was not taken into account in the
original planning of the programme. The research indicates it was the
engineers who seemed to be putting up the most resistance to the programme in
that they found it cut across their understanding of their role in safety and

investigating accidents. This barrier is referred to by Owen (1982:45), as well

17
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See the work of Schuman (1994:21-37) in connection with working relations as networks that
sustain visible and invisible work required to construct coherent technologies and put them nto
use. Schuman was using the example of computers but her arguments could equally apply to
risk management.

Discussed m section 4,3.2.
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as Guth & MacMillan (1989), who discuss both cross functional rivalry and
resistance by middle management!®. The engineers understood risk
management in a way which differed from that of the IPB and saw it as a threat
to their position. Engineers would consider safety as part of their natural role
in the organisation and finding another function attempting to relieve them of
this task, or policing them, would be a threat. It was only in those cases
where the risk manager liaised closely with engineers was a programme
implemented which was aimed at the goals set by the finance officers. These
cases were on the middle of the IPB's scale whilst they were at the top of the

research scale.

The persons appointed risk manager and risk controller as well as the engineers
are all stakeholders in the organisation and will affect and be affected by the
new programme. Johnson & Scholes (1993:353) emphasise the importance of
stakeholders in analysing the power structure within the organisation. The
power structure will affect the implementation of any programme and this is
illustrated by the barriers placed in the way of the finance officers who

attempted to carry out this task

External stakeholders also have the power to affect the programme, an example
being the environmental issues referred to by Wiseman (1993:153)%0,

Examples of the impact of external stakeholders is the issue relating to civil
procedure, possible fraud and the complaints of a local small business
community which expressed concern over the local authority insisting on small

businesses carrying sufficient liability insurance to provide both the local
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See the discussion in section 4.3.
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authorities and themselves with protection in the event of a loss. This latter
point was ignored by the finance officer in the cases where it arose and the
effect of this is unknown but political implications could arise. The tactics of
the legal profession also had an impact on the implementation of a risk
management programme by the local authorities as this prevented all but one

from identifying risks.

Attitudes to possible fraud also affected the manner in which the programme
was implemented. All but one of the authorities considered fraud to be of
major importance consequently thier attitude was to devise ways in which this
could be defeated. This led to a narrow view of risk management, reducing it

to a tactical level as a means of dealing with third party actions.

7.3.4 LACK OF RESOURCES

Lack of resources is considered by Johnson & Scholes (1993:56) to be one of
the impediments faced by the implementors of a new strategy. In formulating
the strategy the IPB, as external stakeholders to the local authorities, were
aware of the lack of resources but did not consider this to be their concern.
They saw themselves as being external to the local authorities and the
programme itself would bring about savings by reducing claims. The finance
officers were concerned with the finance issue as they had to find the money to
meet the costs of repairs to roads and pavements, the cost of insurance, and
additional staff to meet the needs of the new risk management and safety
programmes. In the main, the additional resources were not forthcoming at
the time of the interviews. The finance officers did not consider that the lack
of resources would affect the implementation of the programme. They were of
the view that safety laws had to be complied with and this would be achieved

regardless of the existence, or otherwise, of the necessary resources. Those
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finance officers who were advanced in the implementation of the programme

considered that handling of claims properly would save money.

7.3.5 CULTURE

Johnson & Scholes (1993:393) consider that culture, as viewed through the tool
of the cultural web, is an important consideration when implementing a
strategy. The results of this research also point to the importance of culture.
The engineers refusal to accept the role of the finance officer in the safety
aspects of risk management are an indication of the difficulties concerning the
values and beliefs of the organisation. In view of the short visit to the local
authorities this aspect could not be investigated to any great degree but there
were indications of its importance as a barrier to the implementation of the

programme.

The culture in the organisation accepted the engineers as being responsible for
the technical aspects of safety and it was clear that they were unable to accept
any other view. The cultural web includes looking at the routines of an
organisation as one of the ways in which the culture can be understood. In
local authorities engineers investigated claims and maintained safety on site.
This came across very strongly in all of the local authorities and proved a
barrier to the implementation of the programme envisaged by the IPB. It was
only in those cases where finance officers and engineers negotiated an
agreement as to what tasks should be carried out, and by whom, was a

programme started.

The IPB showed little understanding of the point made by Frick (1990) and
Dwyer (1991:186) that, in order for a safety programme to be effective, safety

consciousness should permeate the organisation. Their opinion seemed to be
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that the top management could implement the prescribed risk management

programme by instructing their staff to carry out the necessary tasks.

Safety was not considered to any great extent in the manual. All the finance
officers considered that there organisation were safety conscious but there was
little evidence that the workers were being empowered. The discussions held
with the finance officers and the IPB indicated a top-down approach to
implementing the programme with employees being threatened if they did not
carry out safety procedures. Despite this, in those cases where the programme
had commenced, there was indication of co-operation with middle management
but not workers. This is in contrast to the view held by Younis & Davidson
{1990:5) that the most effective way of implementing a strategy is by a top

down and bottom up approach.

The culture of the organisations seemed to be able to facilitate improved claims
management, and, possibly risk management in that most authorities
considered they were safety conscious and there was a desire to defend actions
where necessary. If the matrix referred to by Pearce & Robinson (1991:348)2!
is considered it would seem that the local authorities could be placed in cell
number three where there are few changes in key organisational factors and a
high potential compatibility of changes with the existing cultﬁre. In this case
the local authorities should attempt to reinforce the existing culture. The IPB
were attempting to achieve this by training and the better authorities were
involved in trying to reinforce the safety and claims management culture.
Further research would have to be carried out into the culture of the local

authorities to justify this conclusion.
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This is discussed in chapter four, section 4.2.3.
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7.3.6 ORGANISATIONAL SYSTEMS

There was resistance to the change in the means used to handle claims by the
engineers because of their understanding of the nature of risk management.
This arose out of their perception of risk management and the culture of the
organisation discussed in section 6.4 and 6.6.5. They considered safety and
claims investigation to be part of their task, falling within their specific area of
knowledge and that insurance and claims payments should be left to the
insurers. They did not feel the necessity to combine claims handling, safety
and claims. This failure to consider the relationship between the work of the
safety officer and risk management could lead to a misuse of resources as the
work of the former could be involved in the latter and thus reduce duplication
of work. Engineers saw the appointment of an individual to investigate
claims, rather than leaving it to each site officer, as a threat and a possible
witch hunt. Safety had not been considered an important part of the engineer's
task but with the implementation of SHAWAWA this has changed and the
appointment of a safety officer is now required by this new act. This could
change the view of the importance of this role. The act could enhance their
view of this task thus enforcing their view safety should remain within their
jurisdiction. This restricted the implementation of the programme as viewed

by the research scale.

7.3.7 ANALYSIS OF THE BARRIERS TO IMPLEMENTATION

In the above discussion it can be seen that the implementation process was
affected by the understandings of the nature of risk management held by the
IPB, the risk managers and the engineers, all of which sometimes led to
conflict. Throughout the above discussion runs the common thread of a
difference of opinion as to the tasks that risk management encompasses. These

understandings vary depending upon which profession is involved. The view
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held by the IPB is insurance and claims related and reflects the background of
the person who drew up the manual. Thus the main barrier seems to be the
different views held by the various persons involved in the implementation

process.

The organisational systems and structure were affected by this view. The local
authorities who had started implementing the programme considered that a
system for claims handling was the important factor and this was again related
in their view of risk management. Structure was also a concern because of the
views held by the various stakeholders as to where the tasks of risk
management lay. Each function understood parts of risk management to fall
within their own field of interest. Thus the structure and the systems could not

be changed to the extent required by the IPB or the finance officers.
7.4 OVERCOMING THE BARRIERS TO IMPLEMENTATION

The methods used by the local authorities who were in the top four of the
research scale to overcome barriers to implementation were: rewards;
communication and; co-operation with staff to achieve their ends. These
headings will be used to discuss the methods used by the IPB and the local
authorities to attempt to overcome the barriers which they understood to be

preventing successful implementation.

7.4.1 REWARDS

Both Pearce & Robinson (1991:352) and Johnson & Scholes (1993:393)

considered that using rewards was a means of achieving strategies. This
method was used by the local authorities who achieved high scores on the
research scale and by the IPB. One authority attempted to overcome the

resistance of site engineers to the risk management programme by threatening
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to debit the budget of the site where the loss occurred with the cost of a claim if
the investigation report was not submitted within three months. Eventually a
satisfactory system was achieved whereby the report was received within a
reasonable time although the finance officer did not carry out the threat of
debiting the budget with any claims. The actual success seemed to have been
achieved by negotiation and explaining to the engineers how they would benefit
if reports were received on time. To verify this the engineers concerned would
have to be interviewed. The benefits revolved around the fact that the
engineers would be less likely to appear in court as witnesses if decisions

concerning claims could be made at an early stage.

Another authority, which achieved relative success in implementing the
programme in their terms, achieved the centralisation of the claims handling
process by showing the engineers that if only one person investigated claims the
remainder would not have to appear in court or act as witnesses as often as
before. They were also advised that the safety aspects of their work would not
be taken from them and that nobody would be looking for scapegoats in the
event of an accident. This action seemed to persuade the engineers to accept
the centralisation process. In this case it was not financial reward that
persuaded the engineers to meet the requirements of the programme but more a
meeting of their needs. They did not relish appearing in court and to be
relieved of this task seemed to make up for the loss of control of the claims

investigation process.

The IPB also used reward as a means of attempting to implement their view of
risk management. In exchange for implementing the programme they agreed

to remove all the restrictive clauses and excesses from the policies they issued
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and base renewal premiums on the previous year's claims. In using this
method they hoped to be able to reduce individual authority's premiums as
claims reduced and thus provide a reward. This was not successful in that the
local authorities did not implement the programme as required by IPB although

premiums did reduce.

There is little evidence that financial rewards were successful in achieving the
requirements of the finance officers or IPB in implementing the programme but
social and personal needs seemed to be important. This underline the views of
Frick (1990:378), Dwyer (1991) and Lippitt (1985:102) concerning the

importance of social forces in implementing change.

7.4.2 COMMUNICATION

Dickson (1989:11) argues that a risk management philosophy, statement and
manual should be prepared to communicate the risk manager's understanding of
the task. The manual prepared by IPB and delivered to local authorities was

not accepted by those who are implementing the risk management programme.

Only one authority says that they are going to prepare a risk management
philosophy but no steps had been taken to achieve this at the time of the
interview. Safety statements were being prepared in some of the local
authorities but the risk managers had little knowledge of these. This confirm
Dwyer's (1991:186) view that more is required than purely communication and
the social consequences of the programme have to be considered and taken into

account.

Training was another means of communication of the programme and

considered important in all those organisations interviewed. Scott (1994:66)
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and Cox & Tait (1991:257) also consider training important. In those
authorities which had progressed with the implementation of the programme in
terms of the scale training was emphasised. Training was carried out in terms
of SHAWAWA in all cases but in the aforementioned three local authorities
further training was implemented. This included the attendance of the person
carrying out investigations at seminars on giving evidence and other courses

beyond that required by the act.

7.4.3 CO-OPERATION WITH STAFF

As discussed in chapter four the co-operation of staff in implementing a
programme, and more particularly one related to safety is important?2. 1In the
local authorities most advanced in the implementation process in terms of the
research scale there was an emphasis on co-operation with all members of staff

in achieving the desired goal.

One of the most successful local authorities in implementing the programme in
terms of the résearch scale was emphatic that all staff, including those in part
time work, had to be "brought on board” before the plan could be a success.
Two other successful authorities in terms of the research scale considered that
all those affected within the authority had to be informed of the changes being
made and this was carried out by informal of formal communication, either by
way of a committee; informing line management and the remainder of the
staff; or by training. The three authorities that were top of the research scale
considered that communication with their staff was important and an attempt
was made to see that results of claims was imparted to members of staff.

None of the other authorities viewed this as necessary. Thus communication
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of the strategy to internal stakeholders is a factor in successful implementation

of the programme.

There were different views concerning imparting information to external
stakeholders. This related to the tactical implications in claims handling. Of
the local authorities who had considered this aspect two considered that the
external stakeholders should not be informed of the change in strategy whilst a
third felt it was necessary. All three were at the top of the research scale.
From a tactical viewpoint the argument not to advise external stakeholders of
the local authorities change in attitude is strong although there may well be
other considerations which need to be considered such as the possibility of
fraudulent claimants being discouraged from attempting to claim. This

requires further research.

7.4.4 CHANGE AGENT

Another important factor which assisted in overcoming barriers was the
presence of a change agent or leader who championed the cause of risk
management. Pearce & Robinson (1991:341) refer to the necessity for
leadership for the programme to be a success. This leadership came from the
finance officer in three cases and a county manager in a fourth. The important
factor was the implementor's interest in the programme and therefore he was
prepared to champion its institutionalisation. This was an essential ingredient
to successful implementation of the programme in the implementor’s terms. In
all cases the implementor was a senior official in the organisation reporting
directly to the manager, in one case the implementor was the manager himself.
In the remaining instance the implementor was the personnel officer who did
not rank highly in the organisational hierarchy compared with the finance

officer although he considered himself to be part of the management team.
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Thus the person responsible had access to top management but this was not
used in the implementation of the programme and did not appear to be
necessary. In those cases that were successful the county/city manager was
kept advised but it was the enthusiasm of the implementor which ensured that

the programme was a success.

7.4.5 CONCLUSIONS

In the cases where the implementation of the programme was relattvely
successful the finance officers were aware of the issues discussed in the
preceding sections and attempted to deal with them. In the remaining cases the
person responsible for implementation showed very little interest in the
programme. The research did not use a means of testing the awareness of the
persons involved in the programme of the factors discussed and this may be
considered in future research and could have been a useful tool to gauge the

implementors understanding of the implementation process.

Johnson & Scholes (1991:394) refer to the use of a change agent and the fact
that important managerial groupings are the ones which will decide what is
important (1991:61). This was evident in the local authorities where engineers
could impede the programme unless the finance officer enlisted their aid. The
most successful authorities, in terms of the research scale, were those where
somebody was personally interested in implementing the programme. This

was not necessarily the person appointed as implementor by the IPB.
7.5 AN IMPLEMENTATION STRATEGY

Now that the discussion on barriers to implementation and a means by which
they may be overcome has been completed it is intended to develop an

implementation strategy for local authorities. The research indicates that it is
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not possible to implement a risk management programme devised by one
individual, or obtain full co-operation in instituting a strategy to manage risks
without negotiation, because of the diverse views of how the handling of risk
should be achieved within an organisation. The following steps may assist in

making it easier for risk management to be implemented.

7.5.1 ANALYSIS OF THE INTERNAL AND EXTERNAL ENVIRONMENT

Both Pearce & Robinson (1991) and Johnson & Scholes (1993) consider that an
analysis of the internal and external environment is essential. This applies to a
strategy for risk management. The first factor to consider is the stakeholders
who will be affected by the implementation of the programme ascertaining who
is for and who is against the idea of risk management. This would involve
both internal and external stakeholders and would include the engineers,
administrative and legal staff internally and the legal profession and claimants
externally. Wiseman's (1993:153) view concerning advocates and adversaries
is useful in this instance. This kind of analysis was not carried out by the IPB
or the local authorities and consequently the resistance that was met seems to
have come as a surprise to the IPB. This was not so much the case with the
local authorities who were more aware of their own culture and in those cases
where risk management was successful in terms of the research scale they
foresaw the possible impediments. The analysis of the environment would
include a review of the organisational paradigm, as viewed through Johnson &
Scholes (1993:60) cultural web, and a consideration of the effects on the culture
using the matrix suggested by Pearce & Robinson (1991:348-352). In the case
of the implementation of the risk management programme this would seem to
fall in the south west cell of the matrix and thus a focus on reinforcing the
existing culture recommended to implement the strategy. This point requires

further research as discussed in chapter six, section 6.6.5. Few organisational
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changes are possible as the structure is governed by statute as discussed in
chapter two, paragraph 2.3. The culture appears to be one whereby safety is
considered important but the majority of the implementors show little interest in
the programme. In order to achieve implementation the expression of safety
consciousness should be strengthened and an attempt made to obtain the

assistance of a change agent who has an interest in the programme.

7.5.2 A COMMON UNDERSTANDING OF THE STRATEGY

Simply put a strategy is a means of achieving a particular goal, a way of
changing from an existing situation to a desired one. A problem arises in
coming to an agreement on the desired goal. One of the main impediments to
implementing the programme, on the IPB's terms, was a lack of understanding
of each other's perceptions of risk management by the various parties involved
in the programme. The local authorities, who scored well on the research
scale, were mid-point on the the IPB's scale, but considered themselves
successful in implementing the programme. They had a claims investigation
system in place and were successfully defending actions and to them this was an
achievement. In order to agree on the nature of success an attempt should be
made to come to a common understanding of the proposed strategy for risk
management through discussion and negotiation. A person implementing the
programme cannot expect that other managers will have the same view of risk
management as his or her own despite attempts at education and
communication. Implementation must be carried out bearing in mind that each
individual perceives risk management in a different light depending on their
background and each view must be considered valid. Therefore to be able to
achieve implementation of the programme an agreement as to what risk
management comprises must be attained through compromise and discussion

taking into account all interested parties views. This is not always possible and
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a compromise may have to be reached whereby a programme is put in place
knowing that it will not be able to reach its full potential as seen by the

implementor.

7.5.3 SETTING STRATEGY

The next step is to set a strategy for implementation. Goals and objectives
would have to be set in line with the common understanding to provide focus.
These goals and objectives would have to be discussed at all levels of the local
authorities and the IPB to ensure that they fitted into the general strategy of
both these bodies. Throughout the setting of strategy the implementor should
be liaising and refining the plans following discussions with the stakeholders.
The actual implementation of the strategy should be carried out in stages as was

recommended by Wiseman (1993:155).

7.5.4 COMMUNICATION OF THE STRATEGY

Communication of the strategy is also vital so that all personnel are aware of
the steps being taken. Throughout the process the implementors should be
liaising with all those involved so that each stakeholder is aware of the present
stage of the process. The risk management manual prepared by the IPB was
an attempt to achieve this but it was only given to senior management in the
local authorities and was not made available to any interested party. In order
to disseminate information about risk management a statement would have to be
developed which should be distributed to all members of the implementing
organisation's staff so that they are aware of the prdgramme and its
implications. The problem is whether it would be read and, if it is, whether it
would help achieve a common understanding as the contents of the document
could be interpreted differently by the various readers. To reduce this
likelihood a discussion of the document should take place throughout the
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organisation before it is finally published. Communication in itself is not
enough because of the implication of the social forces referred to by Lippitt

(1985:102), Dwyer (1991) and Frick (1990:378).

7.5.5 MANAGING THE CHANGE

The implementation of a new system will involve change throughout the
organisation and this needs to be realised by the implementors of a new
programme. The local authorities which had pursued the programme most
actively all seemed to realise that change was involved. The external and
internal analysis will assist in identifying who and what will be affected by the
change. The identification of factors which will be affected by the change can
be considered under the headings of structure, power structures, culture,

resources and management systems.

The structure of the organisation may need changing in that a risk manager, if
this title is acceptable, will have to be appointed and placed in the hierarchy.
The person responsible for risk should be a person who is included in the
management team so that the risk management concerns are reported at top
level in the local authority. This need not necessarily be the finance officer.
The person who is to be responsible should be agreed by each local authority
and should also want to carry out the required tasks. If their is nobody
prepared to take the responsibility then the implementation will fail.

The culture of the organisation will have to be considered to see whether it can
accept the risk management programme. If it is not then it is unlikely that the

programme will be successfully achieved.
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The management control and reward systems will have to be reviewed and
methods of dealing with risk management achieved through negotiation.

Again the programme as envisaged by the implementor may not necessarily be
achieved in its entirety but steps towards achieving the overall objective may be

made.

Resources will also have to be considered. In the case of the local authorities
there is a lack of financing available for all actions of the local authorities so
means of overcoming this problem will have to be considered. The IPB have
offered reduced premiums to local authorities who diminish their losses and this

may release finances to deal with improving safety.

The power structures will also have to be considered to see who has the power
to assist implementation of the programme and also to place obstacles in its
way. This information should be used to counteract or deal with any barriers
erected by those with the power to prevent the implementation of the

programme.

7.5.6 MANAGING CROSS FUNCTIONAL RESISTANCE

As risk management cuts across functions all members of the organisation
would be affected by the new programme to one extent or another. In local
authorities some of the distinct tasks of the risk management function are dealt
with by different departments and trying to centralise these tasks could cause
conflict®. In order to reduce this possibility a consultative forum should be
instituted. This could take the form of a committee which would meet on a

regular basis to discuss risk management with the person responsible for risk

23

See also the work by Owen (1993:145)
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being in the chair. Each group of stakeholders affected by the programme

should have a representative on this committee.

7.5.7 IMPLEMENTING A RISK MANAGEMENT PROGRAMME

Risk management is considered by Dickson (1989), Valsamakis et al. (1992)
and other writers on risk management to involve the identification, analysis,
and control of risk. This view did not seem to be accepted by the members of
the local authorities who had different opinions. In the view of Dickson
(1989:3) and other writers on risk management the identification of risks is an
important factor in risk management?*. All authorities, except one, said they
identified risks by analysing past claims. The more successful authorities in
terms of the research scale went further than this in ensuring that their staff
were aware of the necessity of looking for dangers although concern was
expressed with providing a written report. It is necessary to establish a risk
identification programme which is in addition to reviewing past claims. This
task will have to be carried out in order to comply with SHAWAWA. This act
requires the identification and evaluation of risk and a method of achieving this
will have to be established. Any fears relating to claims handling tactics will
have to be allayed. In order to achieve this consideration should be given to
the involvement of the safety officer in the risk management programme as he
could provide a very important perspective to this function. Losses arise out
of a failure in safety procedures and involving the person responsible for this
function would add more credence to the risk management programme. In
most cases the safety officer was not seen as a suitable adjunct to the
programme because it was considered that his task was to deal with safety of

employees and was appointed in terms of SHAWAWA.

24

See the discussion in chapter three.
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Identification of losses should be followed by analysis and control of risk.
Again these factors were not accepted by the local authorities to be part of the
programme other than to the extent that claims handling could fall under these
headings. The programme would also have to be monitored to ensure that it is

proceeding satisfactorily in the eyes of the implementor.

All those local authorities wich were implementing a risk management
programme as they understood it were doing so incrementally. Those who had
not commenced the programme, but expressed an intention to do so, were
considering a step by step approach. The environment in which the local
authorities are operating is changing rapidly and new, unforeseen, factors will
affect the programme as it is being implemented. Thus the method used
should be flexible so that any changes can be incorporated in the new
programme. It seems clear from all the managers interviewed that the
formulation of long term objectives as prescribed in the literature does not assist
them in the present situation because of the nature of the changing environment.
Consequently logical incrementalism, as described by Quinn (1988:672) and
Wiseman (1993:195), would seem to be the most acceptable way of

implementing the programme.

Financing risk as part of risk control should also be considered. In view of the
fact that it was an insurer involved in implementing the programme being
examined it was unlikely that they would consider external financing of risk.
Most of the local authorities were satisfied with the service provided by the IPB
and did not contemplate obtaining insurances elsewhere. One large

corporation, not forming part of this research, has instituted a self financing
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programme and this action has also been considered by another large
corporation, also not part of the research. One of the local authorities
examined had a £25,000 excess on their liability policy and provided for claims
by means of a fund. Another county also did not insure certain risks and was
budgeting for this in their accounts. The remaining counties were not prepared
to self finance risk, except for small losses such as all risks on office
machinery. All the counties interviewed were satisfied with the claims made

approach to premium charges now being offered by the IPB.

7.5.8 MONITORING OF THE PROGRAMME

The process of implementation is a continuing one. New changes may have to
be effected as a result of new risks, or different procedures adopted, or new
staff employed. A continual monitoring should therefore take place to ensure

that the programme is operating smoothly.
7.6 FURTHER RESEARCH

This research is exploratory as there has been little published concerning the
implementation of a risk management programme. The social implications
referred to be writers such as Frick (1990), Dwyer (1991) and Owen (1982) are
ignored by most of the literature relating to risk management yet they are
important if a programme is to be implemented successfully. This aspect
needs further consideration and research as the implementation of a programme
to reduce risk is one which has implications for both internal and external

stakeholders.

Although an implementation method has been discussed above this is not a
recipe for success. It would seem that one of the most important factors

affecting the programme was the understanding of risk management amongst
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the various parties and the culture of the organisation. In formulating any new
strategy the views of the stakeholders in the organisation will have to be taken
into account as well as its culture. These factors need further study and
research in the form of individual case studies, in depth interviews and
participative observation. 'This needs to be carried out over a period of time so

that any changes that are occurring can be noted.

There is no research on the culture of local authorities in Ireland, and none on
safety in these bodies or the relationship between them. It is important that
research in this area be done if the claims experiences of local authorities are to

be effectively managed.

Further consideration should be given to the idea of a manager being a co-
ordinator across functions. An acceptance of this may lead to greater control

of risk throughout the organisation.

A further point which requires research is the effect that the world views of risk
management held by stakeholders affects the overall aim of reducing the cost of
risk. This needs in-depth understanding if risk is to be managed effectively.
Each function understood the risk management programme differently despite
the attempt by the IPB to educate the local authorities to accept their own view
point. Each participant in the programme saw risk management through the
eyes of their own discipline without accepting that there were other views
which differed from their own. The opinion of risk management described by
authors such as Dickson (1989) and Valsamakis (1992) was unacceptable to
finance officers, engineers and personnel officers involved in the programme.

The perceptions of the different professions of a risk management programme
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needs further research as this will assist in understanding the barriers to
implementation which may be raised. In-depth interviews with the various
individuals who are involved in tasks related to risk management could assist in
understanding this issue. Questionnaires circulated to various professional
‘groupings may also assist in achieving an understanding as to how risk

management is understood.

This research should be repeated in three or four years time to see how the
programme has progressed and to ascertain whether it is still being pursued by
IPB and the local authorities. It may well be that it is a 'passing fancy' and, if
not seen to produce results, it may be discontinued. In fact the top
management of IPB are already considering whether to continue their support
of the programme as they question their understanding of the part they should

play in the process.
7.7 SUMMARY

The factors which led to the success, or failure, in implementing a risk
management programme were discussed in the previous chapter and a
recommendation submitted on a tentative basis for the implementation of a risk
management programme. Important factors were that an analysis should be
carried out of the internal and external factors which would affect the
programme using the five factors of structure, systems, resources, culture and
power structures as a guide to considering the internal factors. Stakeholders
should be identified to ensure that all persons affected by the programme are
known as are their views and understandings of the programme. Goals and
strategies should be set and an attempt made to agree them with the

stakeholders. Throughout the process communication with the stakeholders
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should be maintained and they should be kept informed of progress. This will
reduce the possibility of resistance. The implementation of the programme

then requires to be monitored.

Despite this recommendation a caveat was submitted in that the social
implications of a risk management programme needed more research as did the
perceptions of the nature of risk management held by the various professions.
Without this knowledge the likelihood of failure of the implementation of a

programme as recommended by the risk management literature is high.

Once a recommendation had been made for the implementation of the
programme the necessity for further research was considered. This research is
exploratory as little work has been carried out into the issues relating to
implementing a risk management programme although there has been numerous
discussions relating to the nature of risk management. Hopefully this research

will stimulate further enquiry into this area.
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Figure 3. Graph of the performance of the Irish insurance market from 1980 to
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Figure 4. Graph of IPB's results between 1980 and 1992
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Table 3. Irish liability market performance from 1980 to 1992

Year| Adjusted Adjusted Adjusted Adjusted | Claims | Comm- | Manage-

Premium Claims |Commissions|Management| ratio | ission |[ment ratio

Thousands | Thousands | Thousands | Expenses ratio
IRE IRE IRE Thousands
IRE

1980 86126 88489 8507 14271 102.74 9.88 16.57
1981 82659 79842 7680 14595 96.59 9.29 17.66]
1982 80630 92368 7277 15889 114.56 9.03 19.71
1983 78480 105170 7406 16045 134.01 9.44 20.44
1984 119616 136196 11485 24605 113.86 9.60 20.57
1985 135883 161595 12525 26710 118.92 9.22 19.66
1986 132330 120633 9304 21441 91.16 7.03 16.20
1987 146683 136011 9470 24169 92.72 6.46 16.48
1988 148383 137902 9711 24895 92.94 6.54 16.78
1989 149568 150161 9817 24033 100.40 6.56 16.07
1990] 150209 173530 10119 25479 115.53 6.74 16.96}
1991 151798 176442 10027 26007 116.23 6.61 17.13
1992 153783 169099 10387 28121 109.96 6.75 18.29]

Source: Insurance annual reports 1980-1992.

Table 4. Percentage change in the Irish market and IPB's liability premiums from

1980 to 1992
Year Premiums Premiums (IPB) Change in Change in IPB
(Market) Thousands IR3 Market Premiums
Thousands IR£ Premiums

1980 86126.39 4077.95
1981 82658.79 4452.56 -4.03 9.19*
1982 80629.62 4906.43 -2.45 10.19
1983 78479.70 4881.65 -2.67 -0.51
1984 119616.08 5912.56 52.42 21.12
1985 135882.84 8358.65 13.60 41.37
1986 132330.14 13756.17 -2.61 64.57
1987 146682.53 16438.25 10.85 19.50]
1988 148383.11 16582.01 1.16 0.87
1989 149567.65 16762.51 0.80 1.09
1990, 150208.75 16328.31 0.43 -2.59
1991 151798.30 17317.82 1.06 6.06
1992 153783.00 17161.00 1.31 -0.91

Source: Insurance anual reports 1980-1992; Statistical bulletin 1993.
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Table 5. Comparison of IPB's liability claims experience with that of the Irish
liability insurance market 1980 to 1992

Year [Liability Claims|Liability Claims| Percentage Increase |Percentage Increase
(Market) (IPB) in Market Claims in IPB Claims

Thousands IR£ | Thousands IRE

1980 88488.88 4603.65
1981 79842.29 4766.65 -9.77 3.54
1982 92367.87 5903.70 15.69 23.85
1983 105169.93 8533.13 13.86 44.54
1984 136195.78 8449.12 29.50 -0.98j
1985 161594.59 16911.40 18.65 100.16]
1986 120633.056 19434.03 -25.35 14.92
1987 136010.84 24325.56 12.75 25.17
1988 137902.22 24868.45 1.39 2.23
1989! 150161.21 26294.41 8.89 5.73
1980 173529.60 25860.22 15.56 -1.65
1991 176441.99 29124.35 1.68 12.62
1992 169099.00 27512.00 -4.16 -5.54

Source: Insurance anual reports 1980-1992; Statistical bulletin 1993.

Table 6. Comparison of IPB and Irish liability insurance market experience for
various periods

Period Market IPB
Average Years Percentage Percentage
percentage change change
increase in:
Earned premium income
1981-1992 5.82 14.16
1981-1987 9.30 23.63
1988-1992 0.95 0.91
Cost of claims
1981-1992 6.56 18.72
1981-1987 7.90 30.17
1988-1992 4.67 2.68
Claims ratio Average ratios
1980-1992 107.66 149.48
1980-1987 108.07 143.69
1988-1992 107.01 158.74

Source: Source: Insurance anual reports 1980-1992.; Statistical bulletin 1993.
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Table 7. Comparison of premium income and claims with GNP for the period

1980 - 1992
Year Unadjusted Unadjusted GNP at Ratio of | Ratio of
Premiums Claims current prices| Premiums : |Claims:G
(Thousands) (Thousands) (Millions) GNP NP
IRE IRE IRE
198 40466.00 41576.00 9002.60 0.45 0.46
1981 47896.00 46264.00 10854.40 0.44 0.43
1982 52472.00 60111.00 12453.70 0.42 0.48
1983 56332.00 75490.00 13499.00 0.42 0.56
1984 48340.00 59861.00 14659.70 0.33 0.41
1985 65926.00 85412.00 16610.90 0.40 0.51
1986} 109703.00 100006.00 17686.10 0.62 0.57
1987 125327.00 116209.00 18962.50 0.66 0.61
1988 130164.00 120970.00 19989.00 0.65 0.61
1989} 137330.00 137875.00 21934.00 0.63 0.63
1990 141669.00 163664.00 23852.00 0.59 0.69
1991 148320.00 172399.00 25084.00 0.59 0.69
1992 153783.00 169099.00 26451.00 0.58 0.64
Source: Insurance annual reports; Statistical astracts 1983 & 1986; Statistical

bulletin 1993,

Source:

Table 8. Comparison of claims ratios for IPB and the Irish liability insurance

market 1980 - 1992
Years | Unadjusted | Unadajusted | Market ;IPB claims
Premiums Claims claims ratios
(Market) (Market) * ratios
Thousands |Thousands IR{
IRE
1980 40466.00 41576.00 102.74 112.89
1981 47896.00 46264.00 96.59 107.05
1982 52472.00 60111.00 114.56 120.33
1983 56332.00 75490.00 134.01 174.80
1984 91625.50 104325.50 113.86 142.90
1985f 109211.50 129876.50 118.92 202.32
1986} 109703.00 100006.00 91.16 141.27
1987} 125327.00 116209.00 92.72 147.98
1988} 130164.00 120970.00 92.94 149.97
1989} 137330.00 137875.00 100.40 156.86
1990] 141669.00 163664.00 115.63 158.38
1991 148320.00 172399.00 116.23 168.18
1992] 153783.00 169099.00 109.96 160.32

Insurance annual reports 1980 - 1992; Statistical bulletin 1993
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APPENDIX B

INCOME OF LOCAL AUTHORITIES FROM ALL SOURCES
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Figure 4. Income received by local authorities from all sources 1981 - 1989
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Source: Returns of Local Taxation, 1990, Department of the Environment,
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APPENDIX C

MAP OF IRELAND

Figure 5. Map of Ireland showing county councils and corporations
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APPENDIX D

CHARACTERISTICS OF LOCAL AUTHORITIES IN THE REPUBLIC
OF IRELAND AS AT 1990
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Table 9. Statistics relating to county councils and corporations

Corporations Population  Area Receipts Expenditure Staff!
(Hectares) IRE IRE
Cork 127,253 3,731 44,835,206 46,486,979
Dublin 478,389 11,499 204,951,064 206,004,925
50,853 2,170 13,063,488 13,072,554
52,083 1,904 18,969,782 20,374,671 420
40,328 3,809 12,207,940 12,710,699 300
County Councils
Carlow 29,971 88,983 9,211,184 9,710,245
Cavan 49,464 188858 15,102,142 15,039,175
Clare 82,533 318,060 729,935 26,397,839
251,226 738,536 89,872,181 91,397840
116,350 481,786 32,585,374 33,638,331 750
Dublin 361,505 78937 134,230,830 138,300,757
Galway 123,718 590,085 34,419,762 34,614,831
Kerry 94,047 467,085 29,415,997 29,892,085
Kildare 106,311 167,021 40,025,713 39,053,424
Kilkenny 65,120 205,793 21,478,018 21,938,823
Laois 52,314 171,954 14,982,610 15,167,487
25,301 152,476 10,859,532 10,684,915
109,873 266,676 30,130,194 31,062,851 600
Longford 23,903 104,387 8,689,534 9,006,913

1 Information obtained at interview in October 1993.



Corporations Population
Louth 41,033
Mayo 94,389
97,988
39,742
46,592
Roscommon 51,897
37,454
43,454
Tipperary S.R. 47,999
Waterford 44,376
53,710
83,380
Wicklow 58,335

Area
(Hectares)
78,653
538,207
233,215
128,095
198,348
246,276
178,421
197,821
223,940
179,424
175,793
234,614

200760,

Receipts

IRE

20,025,313
36,355,209
28,112,131
14,467,244
14,166,435
19,040,398
13,110,889
13,135,871
20,120,593
16,875,335
21,637,360
26,830,589

23,172,988

252

Expenditure

20,765,145
37,427,483
27,967,037
14,658,047
14,451,737
19,532,423
13,264,676
13,397,340
20,944,545
18,011,846
20,867,399
27,686,732

23,769,639

Source: Returns of Local Taxation, 1990, Department of the Environment.

*Shaded boxes indicate the local authorities who were the case studies.

360

850
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APPENDIX E

CORRESPONDENCE TO THE COUNTY/CITY MANAGERS
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Document 1
23 July 1992
County/City Manager
Dear
I am involved in teaching and researching risk management at the University of
Limerick and am carrying out research into how a risk management programme
can best be implemented. I understand from the Irish Public Bodies Mutual
Insurance Company and the IPA the local authorities have been requested to
implement a risk management programme. The results of this research will
assist others in their approach to implementing such a programme and fill a
much needed gap in researching this area. If others can commence a risk
management programme effectively this can eventually reduce the cost of

insurances by reducing claims.

I am aware that you are a busy person but I would request an hour of your, or
the person or persons responsible for implementing the risk management
programme's time, to ask a number of questions relating to the programme.
All interviews will be strictly confidential and no information will be provided

to third parties without your express permission.

I would be obliged if you would be good enough to complete the attached form
and return it to me if you agree to be participants in the research. Thank you
for your time.

Yours faithfully

Brian C.Greenford



255

Document 2
Brian C. Greenford
c/o Department of Law and Insurance
College of Humanities
University of Limerick
Plassey Park

Limerick
I am prepared/not prepared to take part in your research.

If you are prepared to allow your local authority to take part in the research

please complete the following:

Name of person who will provide

-------------------------------------

Most convenient time to contact person concerned to arrange

APPOINEMENL....euernrenninrnerirreaernenes
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Document 3

LETTER SENT AFTER APPOINTMENT

19th November 1992

Name of interviewee

Thank you very much for seeing me in September to discuss the present state of
your risk management programme. I found our discussions very useful and

they will be of great assistance in my research.

I would appreciate receiving a copy of your five year claims experience as this

would greatly assist in my research.

Once again thank you for your help, it is greatly appreciated.

Regards

Brian C. Greenford
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APPENDIX F

LISTS OF POINTS COVERED AT THE INTERVIEWS
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Lists of points covered at the interviews

What steps were taken prior to implementing a risk management
programme.

Why the authority became involved in risk management.

Who actually had the manual.

Who had access to this document in the local authorities.

Was any other documentation provided.

The size of the organisation.

The risk manager's place in the structure of the organisation.
Organisational culture.

Reporting procedures.

The means of handling risk.

Claims history.

Who was involved in risk management and how they were co-ordinated.
Training and skills of persons involved in risk management.

What resistance was met in implementing the programme.

What impediments were found to achieving the implementation of the
programme.

If resistance was experienced or impediments discovered what steps were
taken to overcome them.

The nature of the risks faced by the local authority.

The identification and evaluation of risk.

The importance of risk management to the local authority and the risk
manager.

The respondent’s understanding of risk management.



APPENDIX G

RESEARCH SCALE FOR MEASURING SUCCESS OF THE

IMPLEMENTATION PROCESS

«Task

Do you have a risk management philosophy?

Do you have risk management statement?

Have you set objectives for risk management?

Did you consider who would be affected by the programme?

Do you have a safety statement?

Do you have a method of reporting incidents?

Do you have a formal method of continuing assessment of risks?
Has a risk management audit been carried out?

Is a risk audit carried out regularly?

Is there a means whereby once a risk is reported some action is taken?
Do you evaluate risk by any means?

Do you review your insurances annually?

Have you considered self insurance?

Do you have a loss prevention programme?

Do you review your claims regularly?

Do you investigate all accidents?

Have you a risk controller who investigates accidents?

Is there an accident investigator who is trained in investigation?

Are staff trained in the area of safety?

Do you contest claims where there is a chance of succcess?

Do you contest claims you consider fraudulent?

Do you use your claims as a means of ascertaining the nature of risks
being faced by your organisation?

Do you use any other means of risk identification?

Is there a relationship between the requirements of SHAWAWA and
risk management?

Is risk management involved in environmental issues?

Do you have a disaster plan?

Is the risk manager involved in the plan?

259

Yes/no



Do you have an evacuation plan in your buildings?
Has this been exercised in the last year?

Do you have a risk management committee

Do you monitor the programme?

260
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APPENDIX H

LOCAL AUTHORITY CLAIMS
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Figure 6. Number of liability claims incurred by Offally county council
1987 - 1991
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Figure 7. Number of claims experience by Waterford Corporation 1987 - 1991
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Figure 8 Severity of claims experienced by Waterford corporation 1987-1991
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Figure 9 Number of claims experienced by Limerick Corporation 1987 - 1991

Number of Claims

200 -
180 +
160 +
140 -+
120 +
100 +
80 +
60 +
40 +
20 +

—

0

1987 1988 1989 1990

Year

1991

— Number




264

Figure 10 Frequency of claims experienced by Wexford corporation 1987 -

1992
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Figure 11 Severity of claims experienced by Wexford corporation 1987 - 1992
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APPENDIX 1

THE RISK MANAGEMENT STRUCTURE AS SET OUT IN IPB'S
MANUAL
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IPB'S RISK MANAGEMENT STRUCIURE

2.1

10.

11.
12.
13.

14.

Overall Structure

Below is a brief summary of the stages involved in the
introduction and implementation of a Risk Management
Programme within the local authority.

Decision by County/City Manager to implement a
programme with the primary objective of reducing risk.

County/City Manager adopts the Programme by drawing
up a Policy Statement as detailed in 2.2,

Appointment of Risk Manager whose role is outlined w.3.
(further section of the manual)

Identify loss trends by reference to IPB Risk Management
Computer System.

Identify the risk exposures facing the Local Authority -
Liability and Property.

Examine Risk Control as detailed later.

Maximise the possibility of transferring risk to other
parties.

Avoid the acceptance of risk from other parties.
Establish the criteria to insure.

Decide if appropriate to retain certain monetary levels of
risk.

Budget for losses and insurance premiums.
Examine and reappraise present insurance COVers.

Establish set procedures for reporting incidents and
handling losses/claims.

Implement a comprehensive Risk Reduction programme as
detailed in the Appendix.



2.2

(IPB Manual 1988:5)
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Role of the County Manager

The management systems and characteristics of Local
Authorities required to identify, evaluate and control risks
are exactly the same as those required for success in any
other area of individual or commercial activity.
Management from the top down must be involved. Top
management should prepare a written Policy Statement
relating to the management of risk and the organisation
and arrangements. the purpose of the Policy Statement
is to:

State objectives.

Define responsibilities by job description.
Prepare Programme framework.

Review effectiveness.

The Policy Statement should emphasize that Risk
Reduction is feasible, that management role is important
and nothing else is more important. It should emphasise
that monitoring of the Programme will take place from
top management down the line to the ganger. It should
state that evaluation of risk performance by reference to
predetermined aims and standards with analysis of
reasons for success and failure will take place.
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APPENDIX J

THE TASK OF RISK CONTROLLER AS DESCRIBED IN THE RISK
MANAGEMENT MANUAL
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ROLE OF THE RISK CONTROLLER

1t has been found possible, in one County Council, to appoint an
executive engineer whose sole responsiblity 1s that of Risk
Controller.

Certain risk management responsibilities may be delegated to a
Risk Controller whose function would be as follows:

1. Devise and implementa a co-ordinated incident reporting
system within each unit of the Council’s operations.

2. Investigate all serfous accidents and ensure that
immediate appropriate measures are taken: (a)
inspection of locus to note measurements, etc., (b)
completion of comprehensive Area Engineer's report with
appropriate measurements, sketch map, etc., (c)
photographs, (d) witness statements, (e) advice to
insurers, (f) remedial action.

3. Responsible for the implementation of a practical risk
reduction programme.

4. Identify areas of risk and feed back this information to
Risk Manager.

5. a) Liaise with insurers on teh investigation of accidents
and, in particular, claims.

b) Consult with insurers on the question of liability.

¢) Consult with insurers on quantum relating to
uninsured claims and the strategies to adopt for
settlement.

6. Identify trends which result from examination of reports.

7. Monitor claims results and provide information service
where appropriate.

8. Ensure remedial action is taken to prevent further mishap
at accident location. ~

9. Submit monthly reports to the Risk Manager, highlighting
areas of concern.
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10.  Advise on implementation of Hazard Surveys by executive
engineers.

(IPB Manual 1988:8)
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Implementation of the risk management programme

APPENDIX K

EXTENT TO WHICH THE RISK MANAGEMENT PROGRAMME HAS
BEEN IMPLEMENTED



Implementation of the risk management programme

Code for Local Authorities
Offally County Council o
Limerick Corporation L
Limerick County Council LK
Wexford County Council WX
Waterford Corporation w
Monaghan County Council MO
D
T

Donegal County Council
Tipperary North C C

Research Scores
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Task
0) L LK | WX MO
Do you have a risk management
! philosophy? 1 1
Do you have risk management
2 statement? 1
Have you set objectives for risk
3 management? 1
Did you consider who would be
4 affected by the programme? 1 1
5 Do you have a safety statement?
Do you have a method of reporting
6 incidents? 1 1
Do you have a formal method of
7 continuing assessment of risks?
Has a risk management audit been
8 carried out? 1 1
9 Is a risk audit carried out regularly?
Is there a means whereby once a risk
10 |4 reported some action is taken? 1
T Do you evaluate risk by any means? i
Do you review your insurances
12 annually? 1 1 1
Do you review your insurances
12 annually? 1 1 1
Have you considered self insurance?
13 1 1 1
Do you have a loss prevention
14 programme?




Implementation of the risk management programme
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O |L LK |WX [|W | MO
Do you review your claims
15 | regularly? 1 1!
Do you investigate all accidents?
16 1 1 1 1
Have you a risk controller who
17 investigates accidents? 1 !
Is there an accident investigator who
18 | is trained in investigation? 1 1
Are staff trained in the area of
19 safety? 1 1 1 1 1 1
Do you contest claims where there is
20 | 2 chance of succcess? ! ! !
Do you contest claims you consider
21| fraudulent? 1 1 !
Do you use your claims as a means
22 of ascertaining the nature of risks 1 1 1 1 1 1
being faced by your organisation?
Do you use any other means of risk
23 | identification? ! ! ! !
Is there a relationship between the
24 requirements of SHAWAWA and ! ! ! 1
risk management?
Is risk management involved in
25 | environmental issues?
Do you have a disaster plan?
26 1 1 1 1 1 1
Is the risk manager involved in the
27 plan?
Do you have an evacuation plan in
28 your buildings?
Has this been exercised in the last
29 year?
Do you have a risk management
30 | committee ! ! 1
1 Do you monitor the programme? |
Total On Research Scale
8 15 |6 18 18 |6
IPB's Scale
6 6 3 5 5 5
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APPENDIX L

AN ANALYSIS OF PAST CLAIMS
ACCORDING TO THE IPB MANUAL
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ANALYSIS OF PAST CLAIMS

IPB provided the local authorities with an analysis of past claims and included

this in their manual. This 1s as follows:

“the most serious liability risk facing local authoriities at
present is the increasing incidennce and increasing cost of
third party claims. About 70% of these are related to roads
and pavements.

The increasing incidence derives mainly from five adverse
factors:

iL.

i,

Iv.

The tendency for victims of road accidents and motor
insurers to sue the local authority, alleging that the
accident was due to defects in road design or
materials.. ..

the proliferation of small claims in socially deprived
areas....(This underlines the social nature of claims.
Ireland has a very high unemployment rate with 80%
unemployment in some areas and this affects the
number of claims that are being made).

the real, actual deterioration in the condition of roads
and pavements throughout the country.... (This is
due to cutbacks made by central government who
control local government income. This position may
improve in time when structural funds are received
from the European Union). '

over the past number of years it has become
increasingly difficult for Local Authorities to
successtully defend actions in Court. This is due to
the attitude of society and our Courts that the plaintiff
should nearly always succeed, and that compensation
should be generous. (There is in fact little evidence
of this especially as one corporation has announced its
success in the defence of actions. This perception



276

may have prevented IPB from defending many actions
in court and thus contributed to their losses.)

v. the increased incidence of fraudulent claims. We
estimate that these account for approximately 30% of
all public liability claims against Local Authorities.
There is increasing evidence that many of these claims
are being instigated by organised groups or families
throughout the country. The introduction of our
Claims Sofiware Package within each local authority
will help combat this problem. However in view of
the attitude of our courts to Local Authority claims, we
still find it difficult to defend spurious claims.

(IPB Manual 1988:10).
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APPENDIX M

RISK MANAGEMENT OBJECTIVES AS FORMULATED BY
COVENTRY CORPORATION, UNITED KINGDOM

Source: Airmic conference, public sector risk management. 1992, 22

October: Nottingham
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APPENDIX N

ROLE OF RISK MANAGER AS RECOMMENDED BY IPB
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2.3 ROLE OF RISK MANAGER

The Risk Manager will be the central focus and prime
mover for the Risk Management Programme. His job is
to manage the Risk Management Programme. The
person best suited for this job is the Finance Officer who
1s accountable to the County Manager.

His job is to implement the policy statement as drawn up
by the County/City Manager. His functions are:

Assemble Risk Management Programme and monitor its
progress.

Identify the risks by assessing extent of the Local
Authority's liability arising form its activities and use of
property.

Control the risks by administering insurance programme
and self insurance arrangements.

Ensure implementation of the Programme through
sectional heads and operational managers who are
responsible for safety and accident prevention and
incident/claims reporting.

Establish an incident action plan within each functional
area so that immediate appropriate measures are taken,
1.e. notification to engineer, inspection, photos,
statements, report, advise insurers, remedial action.

Review regular incident reports from each area of
operation and identify trends.

Arrange quarterly meeting with the Risk Management
team to review overall effectiveness of the Programme.

Establish which activities are covered by health and safety
legislation.

Monitor new legislation, court decisions, claims results.
Liaise with IPB on claims.

Co-ordinate information service on incidents, claims,
trends, techniques of risk reduction, impact of legislation.
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(12) Ensure that all employees are fully knowledgeable of job
safety instructions relating to their area of operation.

(13) Promote awareness of safety throughout the Local
Authority by encouraging all employees to report unsafe
features relating to any Council/Corporation.

(14)  Provide quarterly printout to Management Team on
incident reports and claims. activity.

(1989:7)
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APPENDIX O

RISK CONTROL AS DESCRIBED IN THE TPB MANUAL



4.1

4.2

4.3

4.4
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4. RISK CONTROL

The only effective and lasting way to reduce expenditure
which relates to risk is to improve the record of the
Authority both in numbers and cost of accidents/claims.

All claims must be paid. All methods of funding for risk,
including insurance premiums are claims related.
Measures must be introduced to reduce with the
possibility of a loss-producing event occurring or the
severity of the loss if it occurs, or both.

A programme for reducing risk should initially
concentrate on measures which can be taken quickly
without undue expense. Further steps may involve re-
organisation of existing procedures and possibly
additional finance.

There are financial constrains placed on all Local
Authorities, but it is only by applying risk control
techniques that effective cuts in the cost of claims can be
achieved with the consequent reduction in overall cost of
risk expenditure.

The services of insurers, professional advisors and public
agencies should be exploited in an effort to maximise the
effect of a risk control programme.

The risk control strategies, the cost effectiveness of which
the Local Authority must weigh up, may be classified as:

(a) risk avoidance
(b) risk transfer
(c) risk retention
(d) risk reduction

Risk Avoidance: This strategy involves a decision to
simply discontinue a particular hazardous operation and
therefore avoid the risk altogether.

For example, stopping all cash payments and use only
cheques.

Risk Transfer: This strategy can be accomplished
through insurance or with a written contract. Risk
transfer is dealt with more comprehensively later.
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Risk Retention: This step in the process of Risk Control
involves creating a fund to deal with whatever risks
remain affer you have avoided, transferred, or reduced
the risk as far as economics and practicality will allow.
This strategy is referred to in greater detail later.

Risk Reduction: This approach may also be regarded as
the risk improvement approach and relies on a
comprehensive safety and accident prevention
programme. Each employee must be encouraged to
consider themselves i the role of safety officer. The
.main elements which must be considered in a risk
reduction strategy are covered in the Appendix of this
report.

The Real Cost of Accidents:

4.7

4.8

However, management must be convinced of the sound
economic reasons for implementing a risk reduction
programme. Accidents costs money - there is the
uninsured costs and the insured costs.

The most obvious cost relates to that resulting from
employers liability compensation i.e. rise in premiums,
but what about the hidden costs? The following should
be objectively considered:
(a) Safety administration/accident
investigation (local and headquarters -
investigation, reports, statements, etc.)

(b)  Cost of medical treatment.

(c)  Cost of lost time of other injured
employee.

(d)  Cost of lost time of other employees.
(e}  Cost of replacement labour.

() Cost of payments to injured employee 1.e.
sick pay, etc.

(g)  Cost of loss of interruption in
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- work/production.
(h)  Cost of replacement of damaged property.
(1)  Cost of repairs to damaged property.

(7)  Other costs, for example, photographs,
transport, fees, etc.

Significant strides can be made in accident prevention
without spending any money at all, but an effective
economic argument can be made that accident prevention
will be cost eflective as well as having legal and
humanitarian advantages.
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APPENDIX P

COPY OF THE CLAIMS HANDLING
SECTION OF THE IPB MANUAL



8.1

8. CLAIMS HANDLING

The Risk Manager, responsible for implementing the Risk Manage-

ment programme should also co- ordmate and process all accident
notifications and claims.

Efficient claims handling will reduce the cost of the risk.

NEED TO REPORT

The need to report accidents promptly to insurers arises for two
reasons: |

I. insurance policies requiré you to notify insurers immediately
of any accident or incidefit which may give rise to a claim. A
break of this condition would entitle an insurer to repudiate
liability under the policy and refuse to handle the claim.
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2. the sooner a claim is reported, the sooner the matter can be

dealt with. If there is a liability, the claim should be settled as

quickly as possible. If there is no liability an early report

enables the insurer to recognise that he has a defence and thus
_get the matter as quickly as possible to trial.

8.2 We should be told at the very béginning if the council did somcthing

8.3

wrong.

No action can be taken on a claim until insurers know the facts and
this requires a clear and detailed engineer’s report. It is recognised
that this is not always easy as the claimant’s letter may not give
precise details of the accident location.

If it can be established that the work was carried out by another

party, for example ESB, Telecom, Contractors etc., inform insurers

immediately so that they can divert the attack away from the

council. If not done quickly, proceedings may be issued against the
council/corporation only.

IBNR
[ncurred but not reported claims are a problem for all insurers,but a
particular problem for IPB us insurers of Local Authorities. A

significant number of accidents happen on the highway each year

for which Local Authotities have no responsibility. If scrious injury
is sustained and no cause of action lies against any party, it is likely
that the Local Authoritiy will be sued. In a majority of these cases,
notification of the claim is not received until the Statute of
Limitations (3 vears for personal injury and 6 years for material
damage) has almost expired. However the IPB experience in
handling Local Authority claims indicates that, in a majority of
cases. a local engineer. overseer or ganger was aware that the

~accident had happened, but did not believe that the Local Authonty

would have a !nbzhty
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If a serious accident happens on the highway, it should be discreetly
investigated by the local engineer to ascertain if there is any way in
which the council/corporation may be introduced to the Action, at
a later stage. A record should be taken of the investigation and
photographs if possible. If in doubt inform insurers.

ACCIDENT LOCUS

This information must be established as early as possible. Tele-
phone the claimant or solicitor and arrange to see the claimant on
site. Give no information from the council's point of view. but note
any information obtained from the claimant,

A photograph of the locus will later prove invaluable.

NON-FEASANCE/MIS- FEASANCE

Following the outcome of the 1987 Supreme Court Appeal in the
case of Sheehan-v-Cork Corporation and Ireland, Local Authorities

~ still have the defence of non-feasance available. Engineers should
~ indicate in their reports whether or not this defence is available in

their view.

In effect, non-feasance means that no works have been carricd out
and the defect in the highway arises from normal wear and tear. If
however repairs have been carried out at a particular location and
have deteriorated within a short period of time, the Authority arc
likely to be found guilty of mis-feasance. :
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INCIDENT REPORTING

8.6 GENERAL:

8.7

J.

Every employee must khow what to do.

Set out written procedure.

Post notlces that all accidents — even mmor ones — must he
reported.

All reports through Executive Engineer.

Don t delay — investigate it now.

Interview ev‘erybody.

Take detailed written statements — they must be signed.

Report any accident in your area which could concewabiy give
rise to any claim against the Council.

Tell insurers — everything.

Outline action required to prevent recurrence.

ACCIDENTS INVOLVING MEMBERS OF THE PUBLIC

1.

5.
6.

Establish exactly where the accident happened. Contact
claimant or solicitor and arrange to see claimant on site.

View accident locus immediately. Don’t delay!

Note what claimant says, but give no information from
Council’s point of view.

Take photographs.
Maintain appropriate records, diaries, etc.

Complete report form.

Where accidents happen on highway (thls extends from ditch to

“ditch) insurers must know:

~A. Council Works Not In Progress

(i) description of locus on day of accident.

(it) what date was work last carried out at location — what
was nature of that work, :

(i) what records exist to show when work began and ended.

i3
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B. Council Works in Progress

(i) description, with dimensions and sketch (photo if possible of
the position, number and type of warning signs, lights,
barrels, planks, etc. If reflectorised. Nature of works. Width
of available carmiageway.

(i) Who put signs, lights, etc. in position. When were they last
checked?

(1i1) Positioning of flagmen, Council vehicles, etc.
(iv) Condition of road surface.

(v) Detailed signed statements from (a) person in charge, (b)
whoever put signs, etc. in position.

C. Works not carried out by Council

(i) Obtain full name and address of party responsible, €.g.
E.S. B , B.T., road opener, contractor.

(i) Was work carried out on behalf of Council?
(i) Obtain copy of reinstatement order.

(iv) If possible, obtain full name, address and policy number Of
insurers of party responsible.

D. Serious road accident in your area

If you become aware of a serious accident in your area,
especially where only one vehicle is involved:

(i) Investigate it. Discreetly if possible.
(i) Note condition of road. Take photograplls.
(iit) Could injured party involve Council?
8.8. ACCIDENTS TO EMPLOYEES
CIRCUMSTANCES:
(i) Describe events leading up to accidenl.’
(i) What was employee doing? Describe in detail.
(i) What happened?
(iv) Why?
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(v) Who assisting? Describe how.

(vi) Was it a safe system of work?

WITNESS:

(1) Who was in charge?

(i)) Who saw accident?

(iii) Obtain detailed signed 'statenients.

(iv) What was Said aftéﬁvards? :

PLACE OF ACCIDENT:

(i) Inspect it immkediately. |

(i) Was safety equipment (a) supplied, (b) in pléce?

(iii) Retain evndence for inspection.

(iv) Photograph or sketch.

(v) Give measurements, weights, heights, condition of ground etc.
EMPLOYEE INJURED: | |

(i) Name, address, age, occupation and length of service.
(ii) Describe site and nature of injury. -

Outline action required to prevent recurrencc.

MOTOR

(i) Describe all circumstances.

(i) Sketch map showing posntlon of vehlcles before and at time of
impact — with measurements.

(iii) Full name and address of driver aod owner of third party
vehicle involved.

(iv) Reg. number and make.

(v) Name and policy number of third party insurers.
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