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Abstract

The scope of this note is to delimitate what we talkeing about when we refer to governance, a
word that relates to different concepts in politisgiences, social sciences and other human
sciences. Within such a large meaning, governancemgpasses many situations where there are
risks to be managed, or risks to be taken, whielddeus to question its economic foundations.
However, the foundations need not be the same i€evsider “corporate governance”, “national

governance”, “territorial governance” and many coomd ways of management through Public

Private Partnerships (PPP).

Field of research: Governance, Economy of risks.



1.Introduction

“Governance” comes from the Gre&kbernan(to pilot, to manage) and the word extended to
managing firms (governance), states (governmeats),more generally projects, or social events.
For social organizations without a well definedifcdl or juridical status it may be said that tier

a “lack of governance”. Distinct from “governmerdf from “management” the concept was first
developed for firms: “corporate governance” to &l extended to other fields that we may call

“public governance”.

The notions of risk and uncertainty arose in Eurapgarallel with the notion of governance

although their origins and their meanings variebbtathrough ages. Risk was the first notion to
arise, mainly in finance as a way to recognize Huahe investments where “risky” whatever the
laws, omen, and oaths that guaranteed their retlims notion made it possible to lend at a rate of
return that exceeded the “price of time” (non-usyrate of return): the difference being the “price

of risk”.

In order to distinguish scientific certainty fromck of knowledge Knight, Ramsey and Keynes in
the 1920’s, proposed to label situations where gdodibies were known or could be figured out as
“situations of risk”, in opposition to situationshere there is no scientific certainty in the above

sense that they dubbed: “uncertainty”.

This explains many of the confusion in the usehefword risk. Indeed, a “security”, i.e. a sharain
firm, doesn’t guarantee returns with a given pralggpband that's what a typical financial risk is!
Climate change induces risks for agriculture, eagthout enough scientific certainty to measure
possible outcomes with reliable probabilities. Hetius is typically an uncertain situation although

we refer to it as “climate change risk”.

An explanation for this confusion may come from tdifferent definitions of probabilities. The
first one, discovered by Pascal and Huygens irlitie century, is obtained whether by calculus or
by statistics. The second one, introduced by Detkiri1931) and Savage (1952) are based on
decision theory in situations of uncertainty whires the decision maker that reveals through its
preferences on uncertain outcomes a subjective ureead their occurrence. Such a subjective
measure is mathematically a probability in termspadprieties, but is an individual one. For

instance, an expert advice, even if well informadaophenomenon, is often based on a subjective



probability, not an objective one. In such a casdind ourselves in a situation of uncertainty, aot

situation of risk, even though the word risk is gatly used in practice.
To conclude this presentation of risks, let usedéhtiate:
- Risks that one faces: such as climate risk, Bpegidemics, social revolutions and the like.

- Risk that one takes: any decision we make is/yisemetimes with such a little variance that we
can consider the expected result as certain, nidbedime with a known probability of loss that
we consider as acceptable, and many a time witlioptdea about the probabilities of occurrence,

unless a subjective one.

- Individual risks: borne or taken by an individwaith consequences that are only of concern for

this individual.

- Collective risks: borne by a collectivity of indliluals, whether the risk is taken or managed by th
collectivity or by some individuals. Collective ks concern: human environments (“nature” as

some will say), social, economical, industrial gaditical risks, notably.

Countries around the world are confronted with camnenvironmental challenges caused by
natural hazards (e.g. earthquakes, floods, tsunafoisst fires, desertification, drought, and
landslides), technological risks (e.g. fire, aicidents, and industrial explosions), common risks
(e.g. pollution, waste management), socio-econonsks (e.g. unemployment, poverty) and
financial risks (e.g. credit risk, investments, gied instruments). And, alongside, new risks have

emerged such as: terrorism risk, nuclear risk, etc.

Contracts are the natural way to deal with riskettdry tickets, financial contracts, insurance
contracts etc. Nowadays, contracts ore often useawaay to complete the delegation of authority

provided by law or as a means of managing politoalperation.

2. Theor etical foundations of governance

We are concentrating here on an economics and reare&ag science point of view and more

particularly on risks management methods in differfgelds. These have been developed in the



context of corporate governance; however they laealled for its extension to public governance

at the price of some adjustments.

In general, governance refers to how an organizatiakes its decisions and implements them. The

contract concept has become essential in the edorasralysis of organizations.

The contractual approach can analyze the functipmih micro-economic and macro-economic
interactions and those of the institutional framekwof applied economics. These institutions,
which define the rules of the game, form what thewNinstitutional Economics (NIE) calls

“institutional environment”. They may contributettee implementation “enforcement” of contracts,
whether formal (administration, judiciary and pid®nal associations) or informal (culture, habits

and customs) (Brousseau and Glachant, 2002).

We argue that the theory of property rights anchagéheory provide satisfactory explanations for
the emergence of the concept of corporate goveentrat will be extended to public governance.
Contracts in economics are characterized by threeries: the theory of incentives (IT), the theory
of incomplete contracts (TIC) and the theory ohsaction costs (TCT), each of these resting on

different hypothesis.

2.1. Corporate governance

Tirole (2001) pointed out that the standard definitof corporate governance among economists
and legal scholars refers to the defense of shitetwinterests. From Adam Smith (1776) to Berle
and Means (1932), the concern is the separatioommiership and control, i.e. with the agency
relationship between a “principal” (investors, adéss) and an “agent” (manager, entrepreneur,

insiders).

The problems that corporate governance faces faoisethe separation of ownership and control of
the capital, the disproportional power of certaihareholders, the control over minority
shareholders, the employees holding significartitsigegardless of those who they are entitled as
capital owners. Corporate governance, framed bys lamd accounting rules (e.g. International
Financial Reporting Standards), maintains, in thetire interests of the main stakeholders which

are the majority of shareholders and managersedswthe lenders (banks), minority shareholders,
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employees, suppliers, customers and other parsuets as contractors boards, NGOs, etc. In other
words, the firm’s social responsibility is sometsneiewed even more broadly to include the

protection of stakeholders who do not have a conted relationship with the firm (Tirole, 2001).

2.2. Corporate governance in an agency per spective

In their seminal article of the positive theory afency applied to problems of corporate
governance, Jensen and Meckling (1976) considdvadthe agency relationship arises from the
asymmetry of information that gives the manageroojymities to undertake actions unfavorable to
shareholders without them noticing it. For instartbés basic agency problem suggests a possible
definition of corporate governance as addressin) lam adverse selection and a moral hazard

problem (Tirole, 2001).

Originally, corporate governance can be seen iagamcy perspective, that is to say, a contract by
which one or more persons (the principal) engageshar person (the agent) to accomplish some
services on their behalf implying the delegationagbart of the decision-making authority to the

agent.

Governance is reflected in the first place by tbhgegning bodies of each organization. They are
general assemblies which represent the categofistakeholders and the administrative bodies
which usually take the form of a Board of DirectoFee problem amounts to control the activity of

a delegation part of the responsibility, that's whig necessary to control those who have received

that delegation.

Given the diversity of mandates and competencidsctwsometimes overlap, there is no single
model of governance. However, some principles atel for all corporate governance models as

we shall see below (83).

2.3. Positive agency theory (PAT)



Inspired from the approach of the theory of propeights, agency theory is now the dominant
conception in corporate governance (Jensen and IMgck976; Fama, 1980; Fama and Jensen,
1983). In agency theory, the company is designeanaisnplicit and explicit “nexus of contracts”

governing relationships between the firm and itagypal partners (i.e. creditors, managers).

We highlight problems of asymmetric information aindomplete contracts, and thus the moral
hazard and adverse selection that result. Thesatisihs give rise to “agency costs” due to the fact
that each party seeks to maximize its own utikyen if it is to the detriment of the other. These

agency costs can be classified into three categ@iensen and Meckling, 1976):
1. “cost of control” or “monitoring costs and in¢ees”;
2. “cost of obligation” or “costs of court”;

3. “residual costs” or “opportunity costs”.

2.4. Theory of incentives (I T)

IT reasons from a situation in which the under4infed party “the Principal” develops an incentive
scheme to conduct the informed party “the Agent’regeal his information (adverse selection
model) or to behave in the interest of the Princ{peoral hazard model). The incentive scheme is
based on a conditional remuneration to “signalsuling from the behavior of the Agent (as the
choice of an option on a list of proposals called tmenu” of contracts, or as the result of his
apparent effort when that effort itself is not alvable). The existence of such an incentive scheme

has been proved with two important assumptionsygeau and Glachant, 2002):

1. Although the principal is “under-informed”, sentie does not know the real value of the hidden
variable, he knows both the probability law thdeefs this variable and the preference function
of the agent. The Principal can get “in place” lué agent to anticipate his reactions to different

remuneration schemes, and to select a scheme ahmmagceptable schemes to the Agent.

2. There is a concealed institutional framework, dmmpetent and benevolent, ensuring respect for

commitments made by the Principal. So any proposale by the Principal is credible for the



agent. On the other hand, the proposed remunerstioeme is based on information known as

“verifiable”, in other words, observable by a thpdrty.

2.5. Theory of transaction costs (TCT)

Transaction costs analysis is typically a problehgavernance, i.e. of contractual relationships.
This approach combines the contributions of legakéarch, and economic organization, in order to
identify alternative methods of governance, tomefielevant attributes, and to explain their reéati

performances (Williamson, 2000).

New Institutional Economics works predominantlytab levels: the institutional environment,
which includes both the formal (laws, polity, andliciary) and informal (customs, mores, norms)
rules of the game, and the institutions of goveceafmarkets, firms, bureaus) or play of the game
(Williamson, 2000).

Williamson has studied the factors that explain mogwiduals, that have a bounded rationality and
that are immersed in an uncertain environment, rozgatheir contractual relationships or more
generally organize their transactions (make or blry)doing so, Williamson builds a pragmatic

analysis of transactions and transactional choidash lead him to set the choice of organizational
structures (which he calls governance structur@f tiovern transactions (Chabaud, Glachant,
Parthenay and Perez, 2008).

According to Williamson, the three attributes oé tinansaction are: frequency, uncertainty and asset

specificity (e.g. site, physical assets, humantaskeek of assets, active time).

2.6. Theory of incomplete contracts (T1C)

The theory of incomplete contracts has become aryhef the influence of institutions on the

design of contracts while it was initially concedneith the impact that the allocation of property



rights may have on the distribution of the residiiablus between agents, and on their incentives to

invest.

The theory of incomplete contracts, of which HAA86) is a prominent founder, is a new paradigm
in economics. This new paradigm considers thatctiraplete contingent contracts, the contracts
which imply that all future events that may afféoe contractual relationship are considered in the
original contract, are not the only types of coctisdaced by agents. In reality, agents cannotyawa
anticipate all obligations related to possible etabf nature. Therefore, contracts between agents
will be incomplete (Chabaud, Glachant, ParthenalyRerez, 2008).

The contract incompleteness is the result of twpoklyeses that characterize agents and the
environment in which they evolve. On the one haagents are supposed to have bounded
rationality. On the other hand, uncertainty (asirgEf by Knight, 1921) and complexity that

characterize the environment they face mean thattagannot anticipate all future contingencies.

3. Governance modes

We shall focus on the basic modes of governaneecaorporate governance and public governance.
In addition, this quest for governance modes mapdst expressed in territorial governance with
the development of methods for Public Private Rastmps (PPP) in support of projects of public

interest.

3.1. Corporate governance principles

The principles of corporate governance of the OH@e been approved in 1999 by the ministers
of OECD countries and have since then emergedrafeeence at the international level (OECD,
2004).

These principles of corporate governance includgiceawhich underlie the “good” corporate

governance: establishment of the foundations fore#fective corporate governance regime,
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shareholder rights and main functions of sharehs|deguitable treatment of shareholders, role of
stakeholders in corporate governance, transparemy dissemination of information and
responsibilities of the Board of Directors (OECD(32).

In that perspective, a “good” governance structsirhen one that selects the most able managers
and makes them accountable to investors. Many euthave therefore advocated moving from
traditional shareholder value to the broader conadpthe “stakeholder society” in which the

interests of non-investing parties would be bettpresented (Tirole, 2001).

3.2. Corporate governance and risk management

Corporate governance concerns the management rok.fiAs such, it is concerned by the

management of investments, their returns, the ayse are shared and future developments, i.e.
financial risks. However, in any industries, thare other risks that have to be managed in parallel
technical risks and hazards. Hazards can be peddntsome extent and most of them may be
insured (whether auto-insured, or through contrastth insurance companies). These are

manageable at the level of a firm.

In the context of corporate governance, we identifge groups of hazard causes that may affect a
company: technical risks (inoperative machine,, fate.), deviant behavior (theft, attacks, etcd an

natural phenomena (volcanoes, floods, etc.) (Ledd8®5).

3.3. Public governance

There is no consensus on a definition of public egpance, yet there are many international
organizations (such as World Bank, Governance tiistiin Canada, the United Nations
Development Program, the International Monetary druthe Organization for Economic

Cooperation and Development and the European Cosionjsthat have worked to make the
concept more precise. Consequently, governancenderstood in different ways reflecting the

interests and objectives of the issuer organizat{fabre, Meisel and Ould, 2007).



In short, we admit that public governance refersthe participatory interaction between

government, private firms, organizations of civcety and citizens in order to ensure an optimal
use of resources and an increase in the qualisgfices provided by the State which implies the
improvement of the quality of life for citizens afiteir shares of goods. This remark particularly
concerns public goods, i.e. goods and serviceshunveryone benefits from and characterized by

non-rivalry in terms of consumption (Harribey, 2011

3.4. Management in public organizations and New Public Management

The notion of governance requires a global appradobbjectives and methods, one of its most
important objectives is the modernization of pubdidministration and the verification of the
existence of quality of life indicators for citizesuch as education and health which are costs for

the state but considered as long term investmenis $ustainable development.

A public policy does not respond to the same ndleals the private sector and we may well reject
the idea of comparing the government methods tdhoakst of corporate governance. Although,
supposed to meet the current needs of the reforpublic organizations, management methods
traditionally used in the private sector have bgedually widespread in the public sector of many

countries, forming the current New Public Managengiif®M).

The NPM relies on taking into account the markgtublic policy and relies often on approaches of
privatization, or outsourcing of a part of the paldector activities through the creation of agesci

or autonomous public institutions (Bartoli, 2009)hus, the NPM introduces an approach of
performance in the State services in passing frbenlogic of means to the logic of results.
However, the results of NPM should be observed w#iftain decline. This relative success of NPM

may originate from dysfunctions related to its aailon.

3.5. Evaluation of governance by international organizations
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There is obviously no consensus on the definitibfigood governance” than on the definition of
governance itself. However, an effective publiovemr, a reliable legal system and an accountable
administration to its users are the central elemeftgood governance into which all definitions

converge (Fabre, Meisel and Ould, 2007).

It is important to note that the evaluation of tp@vernance for countries around the world by

international organizations has become of majomirtgmce over the years. Here are some of them:

* Indicators of the OECD: rule of law, public seataanagement, control of corruption and reducing

military spending.

e Indicators of the United Nations: citizen partidipa, rule of law, transparency, citizen
satisfaction, alignment of interest, equality esggcfor opportunities, effectiveness, existende o
a system of punishment and accountability and tlegegjic vision to promote the growth of the

society.

* Indicators of the World Bank: the World Bank playseading role in this field; both economists
Kaufmann and Kraay (Kaufmann, Kraay and Mastru2@il0) are updating the version of the
World Governance Indicators (WGI). According togbéwo economists, it is possible to divide
the governance into six principal components byntalas a starting point the late 90 in order to
apply them on developed and developing countrie®lasys: voice and accountability, political
stability and absence of violence, government &ffeness, regulatory quality, rule of law, control

of corruption.

3.6. Public Private Partner ship (PPP)

The PPP aims to define a legal framework for refeghips that bind the public sector to the private
sector, and to organize cooperation between thesegtors. It refers, however, to all infrastructure
projects that benefit the economy and which theagpei sector can contribute through financing,

installation, maintenance, modernization or managem

3.7.Political regimesreferring to the precautionary principle
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The communication of the European Commission (2@@dirates that the precautionary principle
should be considered in the context of a structuapgroach in risk analysis (evaluation,
management and communication). The reference toptkeautionary principle assumes that
potentially dangerous effects have been identitied the evaluation does not allow determining the

risk with sufficient scientific certainty.

4. Public governance and risk management

To exceptional situations, exceptional remedy! Biate, upon the occurrence of a catastrophic
risk, becomes the pivot of the rescue operatioronder to counteract the crises considered

sometimes as being uninsurable.

Collective risk management has become one of thermi@mes of public debate particularly in
terms of the effective implementation of the prdiwaary principle. Hence numerous tools have
been developed for this purpose. However, for aseptional situations of risk, a number of

instruments and methods have been developed.

4.1. Insurance, reinsur ance and financial markets

The principal tools to managing and sharing risksyvon a large scale between insurance,

reinsurance and the financial market (Godard, Hdragadec and Michel-Kerjan, 2002):

e Insurance: An insured pays a certain price (thenpre) to receive a certain amount of money
(compensation) if the hazard (for which he is ieslirhappens. Notice that the principle of

insurance relies on a great number of independkd insured by the same company.

« Reinsurance: According to the French Federatiom&irance Companies (FFSA), reinsurance is
a service provided by reinsurers by which all ort péd the risk subscribed by another insurer is
assumed by them in return for remuneration. Duth¢oreinsurance transaction, the insurer may

invest premiums he perceives into two parts: alessk one over a long term and short term

12



contracts with the reinsurer in order to hedge theky” part of his insurance portfolio.
Reinsurance makes the link between insurance fargdindividually insured people) and financial

markets.

 Financial market: Tools have been developed to énedgny risks and even some catastrophic
risks. Reinsurance hedges its position financistriiments exchanged on the stock market. Three
main tools have been implemented: Index optionsftbe Chicago Board of Trade (CBOT) on
the occurrence of a disaster on the Chicago matketswaps of Catastrophe Risk Exchange
(CATEX) of New York and the Bermuda Commodities Eacge (BCE) established in spring
1997 as a disaster swap market for catastrophebdaskd on Guy Carpenter’s catastrophe index

(GCCI) (Bruggeman, 2007). We'll see an exampleeictisn 5.2.

5. Territorial governance

The term “territory” may refer to the national iesry of an administrative area in which the State
(by its headquarters) shall exercise its sovergighite notion of territory contains three different
but complementary dimensions. Firstly, an identiimension that is characterized by its name,
limitations, history, heritage and the way by whitte inhabitants of the territory represent it.
Secondly, a material dimension, which designs émgtéry as a space with natural and physical
properties which are characterized by their stmgcand their dynamic in time and space. Last but
not least, an organizational dimension in which téitory is an entity with an organization of

social and institutional actors.

The concept of territorial governance consists efvrmodes of organization, coordination and
management of a territory. It refers also to thgegoance of several countries or part of them,
which share a common concern. In the Mediterrateaitory case, some Mediterranean countries
(e.g. Egypt, Israel, Lebanon, Syria, Turkey) arenprto seismic and tsunami risks. Others (e.g.
Morroco, Algeria, Tunisia, Libya and Egypt) are cemed by their desert climates. Last but not
least, a number of Mediterranean countries suchoash of France, Italy, Spain, and Greece where
urban areas are threatened by sea-flood risk. Hemveerritorial governance corresponds to the
increased involvement of public and private actorgdhe dynamic of development in a given

territory.
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The territory as a social construct, economic apdtial, calls for a particular organization
depending on the type of actors that dominateithis sense, Leloup, Moyart and Pecqueur (2005)
have identified three types of coordination: préevabordination, where the dominant actor is a
private organization, public or institutional cooration and a joint coordination which is a mix of

the two precedents.

This coordination mobilizes the cooperation amoifigie@nt interest groups (business, civil society,
professional associations, NGOs, etc.) whose abgscimay be different, even contradictory, but
which contribute to the production of developmeattdérs of this common territory. However,

development is no longer a purely economic maitealso relates to social equity and to the
conservation of nature and resources. Thus, teaitgovernance requires, first, to overcome the

administrative vision of the territory and to agpead it as a pluri-dimensional social construct.

5.1. Featuresof agood territorial governance

Like other forms of governance (private, public.etThere is no consensus on the definition of
good territorial governance in adequacy with thstainable character of the territory. However, a
set of features are valid for all models in ordeehsure sound governance, known by the generic

term of “good territorial governance”.

Territorial governance should enable technologpdier and the diffusion of the know-how in
partner countries (use of waste management methitiddow environmental impact, for example).
It should also enable the proliferation of researehters that would facilitate the social innovatio
process in a perspective of integrated territodalvelopment. All of the above explain the
increasing interest in territorial governance floaus on longer terms than those of a country where

interest is usually tied to election’s terms.

5.2. Territorial governance and risk management
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Let’s take as an example of a large scale envirotah@azard to which the Mediterranean territory
Is widely sensitive, i.e. seismic risk. In fact, @mg the largest earthquakes in the world, thetieas
Mediterranean territory ranging from Turkey to Leba passing by Italy and to the south of France.
Indeed, an earthquake concerns people from medtam b long term. So, it is worthy to bring a
sample of actors of these populations and theirsoigr makers to establish plans to reduce the

vulnerability of this region to this particular lzad.

The components to be determined are particuldrg/fiequency of earthquakes, the situation of the
Mediterranean, the expected date for the occurrehan earthquake, the good practices to be

undertaken in urban development and architecture.

As for the involved actors, the working group Wik formed by a committee of wise (of different
formations) rather than a traditional steering cotte® (the formal elected of the countries) and tha
Is to prevent the manifestation of the politicataslages which adversely affects the quality of
substantive discussions. Given the type of thelpmlraised, we need, among others, the following
skills: civil engineering, management, economicsgolggy, sociology, seismology, and

econometrics.

The animation of working groups may use non-propeanethods (Metaplan, Design reviews,
Brainstorming, etc.) and prospective methods (Astddatrix analysis, Morphological analysis,
Forecasts, Projections, Scenario, Future diagraiopid Dystopia, Eutopia, Vision of the future,

etc.) in order to organize proactive policies.

Due to the extent of the work to be undertakenspeotive plans for the medium and the long term,
including several scenarios identified as probdbjethe committee should be established. A
difficult issue that arises is to accept the cast®Ived in the process, that is why, in addition t
representatives of the local population and exp#réspoliticians of the concerned territories ddou

take part in the procedure.

These costs include: research investment, eartegusistant buildings, the structuring of the

regional and cities networks, the development ofhms of cooperation and communication, the
becoming of the rural areas, the evolution of tipecaltural structures, etc. The implementation and
functioning of such a heavy structure requiresah cemmitment to the future. If these requirements
are obtained, then a private corporation may berested in taking interest, this is what happened

concerning the Mediterranean region: Swis-Re has lable to develop specific instruments to help
15



governments and local agencies to manage seissiis. This is the result of a wide cooperation
between the public and the private sector. On Jih2007, Swiss-Re obtained US$ 100 Million
protection against earthquake risk in Turkey, Gee&srael, Portugal and Cyprus.

The problem has been solved even though it was locatgd by the references to different
countries, regulations and hazards. The specialsgpoehicle to issue the cat-bonds, is MedQuake
Itd. The real issuer is Swiss-Re with a retrocessigreement between the two companies.
MedQuake issued notes that cover severe earthgiskk@neasured by a parametric trigger) in the
countries at stake, from May 2007 to May 2010. €hsere two classes of issues, with different
ratings (depending on two different risky parts the portfolio of the issuer) for the same

redemption date (June 2010).

Class Rating Sizein M US$ Coupon (spread in basis
points to LIBOR 3month
rate)

A BB- 50 355

B B 50 510

6. Conclusion

Our interest is focused on risk management in dif@vlel governance in which the interaction
between levels is provided by contracts. Thusgctirdracting process may take place between: two
independent companies, the company and the admatnost, different levels of government, the

company and international agencies or the admatistr and an international body, etc.

Several characteristics are of a particular impmean the case of the contractual approach of risk
management. The following includes a few of theimme tvulnerability of the territory, the
competence of the contracting party, the complexitythe field of action, the institutional

environment in place, the degree of independentedea the national and local policies in risk
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management, the legal context in which the coritrggiarties operate, the severity and probability

of occurrence of the encountered risks, etc.

In such a contract, we note that: the private sesgeks to reduce its vulnerability, the publictgec
expects to increase the insurability of citizenaiasft those risks, and the territorial actors ekpec
provide a satisfactory assurance of good conduitteoferritorial project, on common hazards. In all
cases, contracts should be geared towards leaanmhgmnproving efficiency. Thus, the audit should
enable to study the origin of the effectivenesg@iernance practices and to define the potential
utility of the lessons learned in a different cott@®ECD, 2007).

In this context, we highlight the fact that thenf@tion of institutions may take a very long time.
This process of institutionalization consists ofeth phases: the externalization, the objectivation
and the internalization of routines, which becoime ‘thatural order” of things. Those Institutions
are the conventions, norms and formally sanctionéels of a society. They provide expectations,

stability and meaning essential to human existamckecoordination (Vatn, 2005).

It is clear that radical uncertainty, when it id B@en possible to conceive a number of assumptions
the completeness of the contracts is impossibleg¢@h 2000). In this case, as for example in the
case of catastrophe risk, central government tautgo be the insurer of last resort. This former
often lacks the “good” governance for an intendablic welfare that exceeds short terms vision

such as elections’ dates.

For instance, we can argue that if an improvemsentoi be made in favor of citizens, this

improvement must rest on a conscious consideratfogovernance. Clearly, such elements lead
observers to ponder various governance structumesoacompare different risk management across
countries. In that perspective, we assume thattarb@mprehension of our subject lays on a case
by case study of different risks (e.g. waste mamege, earthquake and volcano) that a territory, a
nation or an organization may face. To better ustded issues related to governance dealing with

risks, other applied researches, involving difféiaatitutional structures, have to be conducted.
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