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Objective of Enterprise Risk Management-project

- to adopt best practices in ERM enabling significan t business benefits

- to fulfil also the regulatory requirements (especially Solvency II). 

Key areas in Tapiola’s ERM
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Objectives in DW and BI

� Support better strategic and operative management

� Enable better analysis and management of different customer segments 
(CRM)

� Enable more risk based pricing and better risk selection

Development of Enterprise Data Warehouse and 
Business Intelligence-solutions
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Managing Director /

Management 
Committee

Business Units

Group Investment 
Committee

Group

ALCO

Board of Directors

Supervisory Board Cooperation Committee of 
the Supervisory Boards

Audit Committee

Internal Audit

Group Risk Management

and 

Controller Network

Risk Governance of Tapiola General and Tapiola Life

Investment Services

ERM Committee

Compliance Functions

Independent governance 
functions

Responsible Actuary

Financial Services

Customer Sector 
Management Groups

-Business and strategic risks
-Underwriting risk
-Operational risk
-Credit risk (reinsurance)

-Market risk 
(including ALM) 

-Credit risk (assets) 

-Market risk 
(operative)
-Credit risk (assets) 
(operative)
-Liquidity risk

Established (2006)

Established (2006)

Established (2007)
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IM-project timeline

2007        2008           2009                                 ca. 2014-15 

Project
started 

1st version 
of the model

Final version of 
the model

+ documentation
Project ends

Step 1 Steps 2- Regulatory 
regime

Integrated internal use

Partial internal model 
for SCR in Solvency II  

Increasing use in business
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Tapiola’s expectations on its ERM efforts

As a result of Solvency II and ERM projects progress is to be expected in

• The group’s overall risk management culture in terms of governance, 
reporting, documentation and information

• Determine the risk-based capital (RBC) and allocate RBC to lines of 
business and customer segments 

• Risk selection in underwriting

• Pricing of products and product design

Remarkable business advantages
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Tapiola’s expectations on its ERM efforts

As a result of Solvency II and ERM projects progress is to be expected in

• Use of DFA/internal business models helps in

– Strategic target setting (multi-year competitive strategies)

– Operative business planning

– Optimization of the use of capital

– Optimization of 
• reinsurance structures
• investment policy

– Defining the level of customer benefits

Remarkable business advantages
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Description of Tapiola General’s factor-based 

regulatory capital model for describing growth, 

solvency and profitability 
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Growth

Profitability Solvency

Balanced development in Tapiola General’s

growth, solvency and profitability
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Balanced development in Tapiola General’s

growth, solvency and profitability

Growth

Profitability Solvency

Growth rate exceeding the 
average market growth

What is a suitable level
for risk carrying capacity?

How to choose target levels for
the combined ratio and the investment
income?
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Capital requirement for Tapiola General (internal minimum req.)

Risk capital for Tapiola General’s whole business

Whole insurance business

x % = x1% + x2% + x3%

Strategic plans

y %

Underwriting

risks
Market risks

Operational

risks

x3 %x2 %x1%

Actual insurance business        Investment business

Figures are % of 

premiums earned

x+y %
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Finnish solvency test is used to measure 
the underwriting and market risk

� Underwriting risk
• factor-based standard model
• parameters estimated from the common statistics of the industry in Finland 

� Market risk: 
• value at risk-model
• assets are classified in six categories: loans, market money, bonds, shares, 

real estate, other investments

� Simple estimations are used for other risks (operational and strategic risks)
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The determination of profit targets for insurance c lasses    

� Tapiola General’s whole risk capital is allocated to insurance business risks   
and strategic risks 

� Within the insurance business the RBC is allocated to lines of business 

� Equal requirements for the return on risk-adjusted capital (RORAC) for all 
lines of business
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Technical result /

underwriting result

Risk-free return on                                
- risk-adjusted capital for actual 
insurance business                           
-technical provisions

Risk capital for underwriting 
risks

=
Profit of actual insurance 

business

Risk capital for actual 
insurance business

Risk capital for operational risks

%

The determination of profit targets for insurance c lasses
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Determination of customer benefits

How?

What level? 
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The mission statement and values of the      

Tapiola Group

Mission

Tapiola produces benefits and

enduring solutions for well-being and

success to its customers

Values

Customers’ benefits

Shared success

Entrepreneurship

Ethical activity
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Determination of customer benefits

� solvency position and its targets
� profitability of actual insurance business
� growth of premium income
� return on investments

Essential factors influencing the size of rebates are:
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Allocation of surplus

Surplus of actual 
insurance business

Surplus of investment
business

Return on risk adjusted
capital for strategic 

risks

To increase the customer 
benefits

To strengthen the solvency 
capital
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Business plan: simulations

Combined ratio 

95 % 94 % 93 %

10 % 9 % 8 %

0 %
10 %
20 %
30 %
40 %
50 %
60 %
70 %
80 %
90 %

100 %
110 %
120 %

200X 200X+1 200X+2

refunds

actual
insurance
business

Illustrative example
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Business plan: simulations

Illustrative example
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Business plan: simulations

Solvency 
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Illustrative example
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Business plan: simulations

Combined ratio by line of business (year 200X)

97 % 99 % 94 % 91 % 93 %

10 %
5 % 9 % 6 %

10 %
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refunds

actual
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Illustrative example
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Solvency 

105 % 102 % 100 %

40 %43 %45 %
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strategic plans

risk capital for
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business

upper bound for target     
zone (internal)

lower bound for target
zone (internal)

target level (supervisors)

Business plan: simulations

Illustrative example
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Refund strategies I, II ja III

Solvency margin with different refund strategies
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Illustrative example


