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The 1991 Cosr o f  Risk sur ve^ is the sixth study conducted jo 

Management Society, Inc. (RIMS) and Tillinghast, a Towers Perrin cor 

previously conducted in 1979, 1981. 1983, 1985, and 1990. 

This Survey documents the total cost of risk for al1 pariicipants, and b 

Data collected was for calendar year 1990. The intent of the Survey 

executives, and others in evaluating their organization's costs of risl 

the same size in the same industry. It also provides importan1 info 

insurance programs and organizational risk managernent functions. 

A discussion on the cost of risk concept follows. The reader should t 

sections on: 

0 Methodology 

0 Using the S u ~ e y  

0 Comments on Data Reporting 

0 lnterpreting the Results. 

THE COST OF RISK CONCEPT 

Risk management professionals continue to  debate the problerr 

managing costs. In 1962. Douglas Barlow. a former Presideni 

Manager for Canada's Massey-Ferguson Ltd., proposed the con 

method for reponing the results of the risk and insurance managei 

It is generally agreed that the cost of risk concept is an impon 

manager and executive management. As defined by Barlow, c o  

0 Net insurance premiums; 

0 Unreimbursed losses (self-insured, self-retained); 

0 Risk control and loss prevention expenses; and 

0 Administrative costs. 

In addition, cost of risk may include net cost or gain associated wit l  

single parent or association. i f  the organization participates in a c 

i t l y  by the Risk and lnsurance 

pany (Tillinghast). This study was 

industry group and financial slze. 

; to  assist risk managers. financial 

relative t o  other organizations of 

nation regarding the structure of 

i aware that Appendix A contains 

f measuring their effectiveness in 

~f RIMS and the now-retired Risk 

pt of the 'cost of risk' as a useful 

n t  function to  senior management. 

t tool for both the practicing risk 

of risk consists of the sum of: 

captive insurance company, either 

tive. 



In principle. cost of risk refers to a costs associated with an organization's risk management function. 

For an individual organization, it provides a useful way to snalyze these costs aver time or to  compare 

various cost elements. 

The administration of the risk management function typically d i e r s  from one organization to another. 

For example, responsibilities. program structure. and recordkeeping associated with risk management 

can vary considerably. Cost of risk comparisons between organizations can therefore become less 

meaningful. 

In an anempt to make more meaningful comparisons between organizations, the 1991 Suwey 

questionnaire had five distinct pans (Appendix B contains a copy of the 1991 Suwey questionnaire). 

This approach addresses the diverse allocation of risk management responsibilities within respondent 

organizations. The five pans are: 

e Demographic and Administrative Informalion 

Propeny and Liability lnsurance 

e Workers' Compensarion Costs 

e Self-Assumed Property and Liability Losses 

e Captive lnsurance Program. 

Along with risk control costs, these five pans comprise the overall cost of risk. However, it is typically 

difficult for organizations to quantify risk control expenditures, since activities can be dispersed 

throughout an organizalion rather than centralized into one unit. Since in the past we received few 

responses to questions regarding risk control costs. risk control expenditures were not requested on the 

1991 S u ~ e y  and are therefore excluded frorn the data presented in this repon. 



SURVEY RESPONSE 

The 1 9 9 ] b  was sent l o  4.200 rnernber organizatic 

of 847 (20%) RIMS mernber organizations responded in suííicient ( 

Not al1 rurveys were complete in every respect, so the nurnber of ini 

cenain statistics sometimes varied frorn the total number of respo8 

Respondents were located in 45 states and the District of Colurnbi 

01 the respondents frorn the United States, 167 respondents were 

located in the Midwest; 197 in the South; and 143 in the West. 

One hundred three (12.2%) of the respondents were Canadian. Mc 

prerniurns, losser, and other costs in Canadian dollars. We conver 

in the tables in which we cornbined Canadian and U.S. responses. 

1991 Survey wasS1 Canadian = $3621 U.S. Chapter IX presents Ci 

dollars for those who wish to  make Canadian-to-Canadian cornp; 

It is often useful t o  examine an organization's costs and practi 

defined by both size and nature of operations. For this reason, 

group and responden1 size. Data ir presented for 27 industry grc 

how these industry groups correspond to  Standard Industrial Cla 

Table 1 presents size aggregates and averages for revenues, < 

respondents included in the 1991 Cost of Risk Survey. The overa 

increase in revenues and ernployees as related t o  the 1990 C 

deposits and assets. 

s of RIMS in May of 1991. A total 

tail to  be included in the analysis. 

~ i d u a l  responses used to calculate 

es. 

as well as 9 Canadian provinces 

cated in the Northeast, 237 were 

l Canadian organizations reponed 

d Canadian dollars to  U.S. dollars 

The conversion rate used for this 

adian cost of risk data in Canadian 

ms.  

relative l o  similar organizations, 

/e present certain data by industry 

ps. (See Appendix C for a listing of 

iification codes.) 

osits, assets, and ernployees of al1 

~tels and averages representa slight 

of Risk Survey. but a decrease in 





Induatry Group 

1 M m n g  b Eneigy 

2 Food. Agiiculiure 

3 Food Tobacco. Textiles 

4 Consliiiction 

5 Liirnber. Furnitwe. Packaging 

6 Piinting. Publishing 

7 Chemicals, Rubber. Plasiic 

8 Pliniaiy Meials. Lealher. Slone 

9 Metal P,oducir 

10 Machinery 

11 Electiicai E s u c ~ m e n ~ ,  Instrurnents 

2 Misc Manutacturing Indusliies 

3 Tiansponalion Equiprneni 

4 Tiansponalion Serv~ce 

5 Te1ecommi;nicaiions 

6 Eeciric U l i i l y  

7 Natural Gas Uiility 

8 Conibinalion Uil iry 

9 Wholesalr Trade 

!O Re!ail Trade 

! l  Finance.Bank, SbL. Holding Co 

!2 Finance.Real Estate. Othe! 

'3 Insuiance 

14 Personal. Business Service 

15 Heailh Caie 

26 Educaiional. Nonprofit Inrl i tutions 

27 Goveinrnenlal 

TOTAL 

No. of 
-pc- 

41 

9 

37 

22 

17 

17 

38 

20 

2 1 

19 

35 

20 

8 

32 

19 

41 

2 1 

32 

15 

47 

54 

29 

40 

44 

31 

72 

66 

847 

XJSTRV GROU S % 
lndurtrywida 

PIemiums Plus 
Unreimbufsed 
L0.u. .a. % 
of i b v a n u a  in 

1990 

061"o 

O 67 

o 59 

o Y4 

o 79 

o 58 

O 46 

O 6C 

O 70 

O 41 

o 57 

O 89 

o 45 

2 51 

o 35 

o S 2  

O 72 

O 72  

O 45 

O 64 

O 28 

o 53 

O 16 

1 02 

2 52 

1 08 

O 61 

o 5g0. 



OPERAliNG DATA 

Tables 1 and 3 present a summary of the 1990 operating data for Suwey respondents. Reponed 

revenues totaled $1,434.8 billion (808 respondents). the average revenues equalled $1.7 billion, and the 

median for revenues was $500 million. The highest amount of revenues reponed by a respondent was 

$125 billion, while the lowest was $2 million. 

Financia1 institutions frequently did not repon revenues, but did provide data concerning deposits. The 

aggregate deposits totalled 5597.8 billion in 1990; the average was $10.6 billion; the median for deposits 

was $5 billion; the highest deposit value reponed was $71 billion; and the lowest deposit value was $2 

million. 

The 1990 aggregate assets were $2.636.4 billion; the average was $3.8 billion; the median for assets 

was $769 million; and the highest reported asset value was $180 billion. 

Respondent organizations reponed a total of 9.3 million employees in 1990. averaging 11,098 

ernployees per organization. The median number of employees was 3,445, the lowest number of 

employees reponed was 6, and the highest was 761,000. 

The majority of respondents. 86.65%. reponed a U.S.-based domicile; while 12.17% reported a 

Canadian-based domicile. Only 1.18% of respondents (10 organizations) reponed a domicile based 

outside the U.S. and Canada. 



TABLE 3 
RESPONDEN1 PRORLE: OPERATINQ D, 

I 1 1 

1 990 S2.WO.OW S1.419.000.000 $4.607.500.000 S12.459.500.1 

Number of 
Employm 

ION OOMlClLE 

Number a 
Responden 

7 Y  

1 O3 

10 

INDUSTRY AVERAGES 

Table 4 presents average revenues, assets. and employees for the 

from the transponation equipment industry recorded the highest a. 

and non-profit institutions reponed the lowest average revenues. Thc 

reponed the highest average assets. The industry group with 

construction. The transponation equipment industry also reporit 

employees while the respondents from the finance-- real estate, 0th 

employee number. 

Pereent of 
Smrnple 

8665% 

12.17% 

118% 

industry groups. Respondents 

ige revenues while educational 

nsporiation equipment industry 

e lowest average assets was 

he largest average number of 

idustry had the lowest average 



1 Mining b Energy 

2 Food, Agricuiturs 

3 Food. Tobacco. Tenilbs 

4 Construction 

5 Lumber. Furnitura. Packaging 

6 Printing. Publishing 

7 Chemicals. Rubber, Plartic 

8 Primary Metals. Leather, Slone 

9 Metal Productr 

10 Machinery 

11 Electiical Equ~prnent. lnstrurnents 

12 Misc Manufacturing lndustries 

13 Transponallon Equipment 

14 Transponation Service 

15 Telecommunicarions 

16 Electric Uulify 

17 Natural Gas Utility 

16 Cornbination Ulility 

19 Wholesale Trade 

20 Reiail Trade 

21 Finance Bank. SbL. Holding Co 

22 Finance Real Estate, Othei 

23 lnsurance 

24 Personal. Buriness Service 

25 Heanh Care 

26 Educational. Nonproflt Institutions 

27 Governmental 



Table 5 presents the distribution of revenues by industry group. It 

median, and the average revenues for responden! organizations in I 

TABLE S: DISTRIBVTION OF REVENUES BY INDUSTRY G 

1 M i n i n ~  b Energy 

2 Food, Agriculturs 

3 Food. Tobacco. Teniles 

4 Consliuction 

5 Lumber, Furnilure. Packaging 

6 Printtng, Publishing 

7 Chemicals. Rubbei, Plartic 

8 Primary Metals. Lealher. Slone 

9 Metal Products 

10 Machinery 

I l  Electiical Equ~pment. lnstrumenls 

12 MISC Manufactumg Industries 

3 TranspORation Equipment 

14 Tiansponai!on Serwce 

5 Telecommunications 

6 Electric U t i l q  

17 Natural Gas Utilin, 

18 Combination U18lity 

9 Wholerale Trade 

!O Retail Ttade 

!1 Finance-Bank, SbL, Holding Co. 

!2 Finance-Real Estate. Other 

!3 lnsurance 

!4 Personal. Business Service 

!5 Heakh Care 

!6 Educational, Nonprofn lnstitmions 

!7 Governmental 

First 
Ouartile 

256 

300 

450 

100 

625 

392 

245 

393 

184 

268 

325 

182 

168 

68 

195 

303 

325 

57 

83 

326 

240 

80 

410 

80 

141 

86 

86 - 

Median 

hows the range of revenues. the 

ich industry group 

- -  - -  - 

OUP (S in millions) 



II. HlGHLlGHTS 

The 1991~ is an iimportant indicator of the risk financing and administrative policies 

and performance of a wide range of U.S. and Canadian organizations. Conclusions may be drawn from 

this base 0f information. However, great caution is needed in attempting comparison of this Survey to  

prior COS~ 0f Risk Surveys, as well as in making inferences from statistically small industry or cost sub- 

group samples. Risk control costs are not included in this report. Therefore, the total cost of risk figures 

do include the risk control component. Previously published survey reports (1979-1985) included 

these risk control costs. 

COST OF RISK 

The aggregate (gross) cost of risk for al1 respondents was $9.0 billion in 1990. This represents an 

aggregate total cost of risk of 0.61% of revenues in 1990. As a percentage of gross assets, the 

aggregate cost of risk was 0.29%. For banks and savings and loans reporting deposits, the aggregate 

cost of risk was 0.04% of deposits. (Chapter VIII, starting on page 65, contains the tables summarizing 

the total cost of risk.) 

Table 6 shows the changes in the composition of the cost of risk dollar for 1990 compared to the 

previous survey years. We excluded risk control expenditures from al1 of the previous years since we 

did not tabulate risk control expenditures for 1989 or 1990. Negative figures for captive costs indicate 

captive profits. 

PROPERTY ANO LlABlLlTY PREMIUMS PLUS UNREIMBURSED LOSSES 

Property insurance prerniums and unreimbursed losses have decreased over the years, while liability 

prerniums have fluctuated and unreimbursed liability losses have increased. Workers' compensation 

prerniums actually went down in 1990 over past years. but 1990's unreimbursed workers' compensation 

losses increased significantly to 18.9% of the cost of risk dollar, compared to  10.8% in 1984 and 16.7% 

in 1989. 



TABLE 6 
COMWSITION OF THE COST OF RlSK DOLLAR 
(U<CLUOING RlSK CONTROL EXPENDINRES) 

1977 1870 1979 1880 1 1962 

Properly Premiums 26.3% 24.6% 25.1% 24.4% 25.5% 25.5% 

Unieimbursad Properly Losses 8.7 9.4 8.3 9.7 6.9 7.3 

Liabi l i  Premiums 24.9 24.2 21.3 21.0 18.5 18.0 

Unreimbursed Liability Losses 7.6 7.6 8.6 8.3 9.1 9.6 

Workers' Compensation 26.3 26.3 25.4 24.6 25.2 25.6 
Premiums 

Unreimbursed WorkerÍ 7.2 7.8 11.3 11.7 13.0 12.3 
Compenration Losses 

Captive Cosfs (profii) -3.7 -2.7 -3.3 -3.3 -1.9 -2.3 

Outside Cervices 0.4 0.4 0.7 0 8  0.7 0.8 

De~artmental Costs 2.3 2.2 2.6 2.8 3.0 - 3 3 ~ ~ ~ ~ -  - 5.5 ~-~ ~ . ~ L L A L  - 
100.0 1W.O 100.0 1W.O 1 W.0 1000 1W.O 1W.O 1W.O 100.0 



LIABILIN LIMITS 

Table 7 provides a comparison of liability limits from the past suweys. 7.1% of the respondents had 

limits of Iess than S5 million in 1990, compared to 5.6% in 1989. The percent of organizations that are 

self-insured increised from 0.66% in 1989 to 1.11% in 1990. 

Limits for excesdumbrella and directors' and officers' liability, varied significantly by industry group and 

revenue size (Tables 38-40). In addiion, the 1991 excesdumbrella liability limits and directors' and 

officers' liability limits carried by respondents as a whole were slightly higher than the limits reported 

in the 1990 Suwey. 
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24.32 12.10 

.Nole Ths leOO and 1891 Suwsy lams asked isspondsnls 10 indicate lines o1 insursnce thet wsre rd-insured 
This was no1 asked in 1879 - 1985 Suweys. therefore no dais is available 



OTHER SlGNlFlCANT INFORMATION 
1 

In addition to property and liability premiums and unreimbursed losses, administrative costs, and captive 1 
insurance program gain or loss, other information was collected t o  help develop useful statistics. This 

includes: 

Property Insured Value. Property insured value information permined a calculation Vate' for 

property damage, business interruption, and extra expense insurance, as expressed in cents of 

premium per $100 of insured value. The survey group had an average premium of 4.4 cents 

per $100 of value. The mining and energy and the construction industry groups reported the 

highest average cost a1 0.12% and 0.11% respectively, of insured value. (Tables 9 and 25). 

Retmntions. Retentions varied. principally, by size of organization. In addition, the 1991 

property and liability deductibles for the total group of respondents were higher than those 

reported in the 1990 S u ~ e y .  (Tables 18 and 41.) 

Size of Risk Managernentflnsurance Department. The average risk managementlinsurance 

department employs 4.67 persons. with a median size of 3 persons (2 professional. 1 clerical). 

The average risk management department size was practically the same as in 1989, (4.96 

persons). Risk managementlinsurance department size was a function of organization size, 

responsibilities. and industry group classification (Tables 1. 56 and 57). 

Top Risk Managernent Executive Reporting Relationship and Responsibilities. The 

majority, 6048%. of the risk management executives reported to financia1 functions (finance and 

treasury) while 11.12% reported to the CEOIpresident. The majority of the respondents 

reported having general or shared authority for purchasing propeny and liability insurance 

(92.5%). liability claims management (89.2%). workers' compensation insurance purchase 

(83.4%) and claim management (72.2%). property loss prevention (78.8%). employee and public 

safety (61.9%). and selection of brokers andlor agents (92.3%). (Tables 70-71). 

Use and Compensation of Insurancm BrokersIAgents. Of the 51 respondents from the 

smallest revenue group ($30 million or less), 25.5% used only one brokerlagent, while 37.3% 

used two. 01 the 95 respondents with revenues greater than $3 billion, 76.8% used between 

two and five brokerslagents (Table 75). The majority of respondents compensated their 

brokerlagent between 6% and 10% of property and liability premiums (Table 76). 



Business interruption and extra expense arising frorn direct 

Boiler and machinery direct darnage, business interruption, 

III. PROPERTY RlSK FlNANClNG COI 

Properiy risk financing costs include insurance prerniums and unreim 

o Direct damage t o  buildings. contents, and other resources 

o Miscellaneous categories of properiy risk including, but not lt/nited lo, costs arising from: 

TS 

Oursed losses addressing: 

fidelity. crirne and surety risks 

inland and ocean rnarine exporures 

physical damage to  autornobiles 

expon and credit risks 

kidnap and ransom situations. 

Most respondents indicated they purchased sorne forrn of property nsurance I 
As shown in Table 8, 94.9% of S u ~ e y  respondents indicated that th  y use replacement cost valuation 

when purchasing direct darnage propeny insurance. Only 3.6% use t actual cash value method. while 

1.5% use sorne other rnethod. This result indicates a continued toward and availability of 

replacement cost valuation for propeny insurance. 

Replacsment Cost 

Actual Cash Value 



PROPERTY DAMAGE, BUSINESS INTERRUPTION, AND EXTRA EXPENSE PREMIUMS 

Most of the properiy insurance prerniurns related to  fire, extended coverage, andor all-risk perils 

covering direct darnage. business interruption. extra expense, and other related coverages. A rnajority 

of the respondents (97%) insured on an all-risk basis. Also of note, the rnajority (85%) purchased 

property coverage with a property lirnit set on a blanket basis versus a specified per loss basis (10%). 

Table 9 provides the average premiurn, the prerniurn cost per $100 of insured value when insured 

values were reponed. and prerniurns as a percent of assets and revenues when assets or revenues were 

reported, for propeny darnage, business interruption, and extra expense coverages. 

Sorne of the prerniurns reported in Table 9 rnay include flood and earthquake. boiler and rnachinery, 

and other nonfire-related exposures since tome respondents probably did not separate their 

organization's fire-related prerniums frorn other categories of property insurance. However, this analysis 

represents a fair approxirnation of the overall cost regarding fire and related insurance prerniums. In 

addition, sorne respondents with an all-risk blanket limit reported that same lirnit for property darnage, 

business interruption, extra expense. and other coverages. This will tend to  understate the cost per 

$100 of insured value. 

1990 PROPERW RISK~FII 
PROPERTI OAMAGE. BUSINESS INTERRUPTIi 

Grors Premiums Average 

Gross Premiums I Gioss Asseis 

Gioss Premiurns 

$653,554,342 

NCING COSTS: 
, ANO W R A  EXPENSE 1 

Insuied Vaiue 

$1,496830.000.000 

Cost Per $100 
o1 Value 

$0.0436 

% 01 Revenues 

O 0528% 



FLOOD AND EARTHQUAKE PREMIUMS AND LlMlTS 

Table 10 summarizes the flood and earihquake average premium 

revenues for those reporiing revenues, and premiums as a perceni 

assets. Predictably. fewer respondents carry flood and earihquake cc 

coverages. 

We discovered that premiums paid for earihquake coverage in C i  

earthquake premiums. Ol those 60 respondents purchasing Californi, 

, premiums as a percentage of 

g e  of assets for those reporting 

terages than most other property 

ifornia represented 90.4% of al1 

earihquake insurance, 11 or 18% 

bought a per occurrence h i t  of $10 million; 8 respondents or 1 3 O /  1 purchased a Iimit of $50 million. 

and 5 respondents or 8% purchased $100 million or more in coverjge. 

TABLE 10 
1990 PROPERTY RISK FINANCINQ COS 

FLOODIEARTHOUAKE PREMIUMS ( 

1 
Gross Premiums 

$19,050,193 

Average 

$186.766 

Gioss Premiums Gross Revenues 

$18,660.860 1202,168,000,000 

Gross Premiums l Gioss Assets 

$18,807,853 S290.797.000.000 

% of Rwenues 

O OC92% 

1 

% o1 pssets 

0 0  M% 

Number of 
Respondents 

102 

96 

M 

CALIFORNIA EARTHaUAKE ONLV 

% of Al1 Eanhquake 
Gross Premiums Average Piefpiums 

BOILER AND MACHINERY DIRECT DAMAGE AND BUSINI 

The boiler and machinery direct damage and business interruptic 

as a percent of revenues and assets, when reported. are includc 

$97.264 per responden1 in 1990. slightly lower than the 1989 ave 

;S INTERRUPTION PREMIUMS 

average premiums and prerniums 

in Table 11. Prerniums averaged 

ige of $104.955. 



BOILER ANO MA RL 
Gross Prerniums 

132,583,631 

Glose Premlums 

$32,317,518 

Grors Premiums 

$20,301.180 

TA8i.E 11 
laea PROPEMY RiSK FlNANClNO COSTS: 

IlNERY OlRECT DAMAGC AND BUSINESS INTERRUPTION PREMIUMS 

Nurnber of 
Average Respndents 

Gross Rwenues % of Rwenues 

1471,734,OW.OW O W685% 315 

Gross Asssts 36 01 Assets 

$1.095.01d.wO.wO 0.00267% 276 

FIDELINICRIME INSURANCE PREMIUMS 

For fidelity and crime insurance, Table 12 shows the average prerniums and the prerniurns as a 

percentage of revenues and assets, when reporied. This table does not include blanket bond premiurns 

for financia1 institutions. Fidelityicrirne insurance prerniurns decreased frorn 1989 to 1990. The average 

fidelitylcrirne insurance prernium was $54,296 in 1990, and $66,678 in 1989. It was 0.003% of revenues 

in 1990. and 0.004% of revenues in 1989 

Grars Premiums 

$32.632.395 

Gross Premiums 

$31,610.292 

Giosr Piemiums 

129.334.440 

Average 

$54,296 

Grosr Revenues 

s1.013.210.000.000 

Gims Asretr 

$1.363.466.000.W0 

% o1 Revenues 

0.00311% 

Number of 
Respondents 

601 

592 

494 



FlNANClAL INSTITUTIONS BLANKET BOND PREMIUMS 

Table 13 provides the blanket bond premiums for financial institution 

were 0.01% of revenues, and 0.008% of deposits. The average 

premium as a percentage of deposits and revenues were significantly 

premiums presented in Table 12. 

Financia1 institution blanket bond premiums, like fidelitylcrime insuranc~ 

to 1990. The average financial institution blanket bond premium wai 

in 1989. In 1990 it was 0.013% of revenues. while in 1989 it was 0.C 

Gross Premiurns 

$56,583,001 

Gross Premiums 

$36,199,109 

Gross Premiums 

155,348,069 

Gross Premiums 

$4,748,784 

TABLE 13 
1- PROPERn RISK FlNANClNO COSTS 

LL INSTITUTIONS BLANKET BOND PRE 

1 
Average 

$538,885 

Gross Revenues X of Rm 

S287.766,DOO.W 0.0125 

Gross Assets 56 of A! 

S1.322.825.000.000 0.0041 

Gioss Deposns % of De 

S588.470.000.000 0.0070 

OTHER PROPERN INSURANCE PREMIUMS 

Other propeny insurance premiums are defined to include inland and o 

damage, expon and credit, kidnap and ransom, and other Yirst pany' 

coverage stood out sufficiently within this group to rnerit separate cc 

average premium and premiums as a percentage of revenues and 

other propeny coverages 

The average premiums paid for these 'other' propeny coverages 

average prerniums paid for floodleanhquake (S 186.766); boiler ai 

Premiums avereged $538.885, 

~Ianket bond premium and the 

igher than the fidelity and crime 

xemiums, decreased from 1989 

6538,885 in 1990, and $717.318 

9% of revenues. 

- 

jan marine, automobile physical 

nsurance coverages. No single 

ipilation. Table 14 contains the 

,se& (when reponed) for these 

re higher at $447,761 than the 

machinery direct damage and 



business interruption ($97.264); and fidelitylcrime ($54,296). Property damage, business interruption 

and extra expense, and financia1 institutions blanket bond average premiums were higher at $924,060 

and $538,885 respectively. 'Other' propeny premiums as a percentage of revenues were also higher 

at 0.019% than al1 of the property lines except for propeny damage and time element (0.053%) 

Gross Premiumr 

$187.612.232 

Gross Premiumr 

$175,789,862 

Gross Premiumr 

1179,782,560 

GGOSS Revenues 1 % o1 Revenues l 

TABLC 14 
1seO PROPERn RISK FINANCINO COSTO: 

OTHER PROPERW PREMIUMS 

Average 

TOTAL PROPERTY INSURANCE PREMIUMS 

Number of 
Respondents 

Gross Assets 

S1.536.883.WO.000 

Table 15 shows the property insurance premium totals including the average premiums and the 

premiums as a percentage of revenues and assets. The average premiums paid by respondents 

equalled 11,312,151 in 1990, and $1.191.730 in 1989. Total property premiums were 0.073% of 

revenues in 1990 and 0.067% in 1989. Property premiums were 0.039% of assets in 1990 and 0.031% 

of assets in 1989. 

% 01 Assets 

O 01169% 361 



Gioss Premiums 

S1.086.461.104 

Gioss Premiums 

Sl.Cd4.245.282 

Gross Premiums 

$1.08.515.183 

TAILE 16 1 
te00 PI IOPEim RIIK FINANCINO COSTS: 
TOTAL CROPERTY INSUIIANCE PREMIUMS 

1 
Average 

$1,312,151 

Gross Revenues 

S1.421.338.OW.00 

Number ot 
Respondents 

Giosr Assets % of Ass bts 

S2.594.001.000.000 O 03884k 679 

UNREIMBURSED PROPERTY LOSSES 

The unreirnbursed property loss data includes losses that fall with 

They rnay be uninsured because the organization did not identify thc 

or because they chose not t o  purchase coverage for the risk. This d i  

the difference between actual replacement cost of insured propen' 

applied to  losses. Respondents were asked for 1990 loss informati 

kepl records for unreirnbursed property losses. Statistics on ur 

respondents who both indicated that they kept records and reportec 

Table 16 provides statistics on total unreirnbursed property losses. 

significantly higher unreimbursed losses in 1990 at $757,919 thar 

percentage increase of 65%. A large portion of this increase w 

$105,400,000 reponed by a responden< from the rnining and energy 

losses for 1990 were 54.25% of the total 1990 property premiums 1 

deductibles or are not insured 

isk. could not find any coverage, 

i also includes costs arising from 

nd any other valuation formula 

i. as well as whether or no? they 

?irnbursed losses included only 

3 figure for unreirnbursed losses 

sspondents, on the average. had 

n 1989 at $459,345. which is a 

; anributable to a large loss of 

idustry. Unreimbursed property 

id by respondents. 



Grou Lossei 

1890 $449,895,131 

Gross Losse6 

1990 $405,278,476 

Gross Losse6 

T M L L  1. 
WOPEllTY RISK FINA1 

TOTAL UMREIMBUMED P 

Average 

$767,919 

$459.345 

Groir Rwenuas 

s1.104.983.m.WO 

Gross Assets 

~2,057.158.WO.000 

Gross Piopmy 
Prsmiums 

INQ cosn: 
IPERTY LOSSEL 

Peicentige incrnase 

% of Propeny 
Piemiums 

Number of 
Respondents 

5% 

514 

567 

488 

587 

TOTAL PROPERTY RlSK FlNANClNG COSTS 

Table 17 shows total property premiums plus unreimbursed losses. These costs for 1990, which 

averaged $1,839,023, were 0.104% of revenues, and 0.054% of assets. 



Gross Properlv 
~ i s k  cons 

Gross Propemi 
Risk Costs 

S1.4S4.140.423 

Gfoss Propeq 
Rmk Corts 

$1,413,794,658 

1990 PROPERlV RISK FII 
PREMIUME PLUS UNRLIL 

Average 

$1.839.023 

Gioss Revenues 

$1.427.817.000.000 

Gross Assets 

S2.606.293.WO.000 

IClNO COSTS. 
IRSED LOSSEI 

% of Revei 

O 104% 

% of Ass 

PREDOMINANT PROPERTY RETENTIONDEDUCTIBLE 

Respondents were asked l o  indicate the size of their predominant 

Table 18 shows the 1991 property deductible size corresponding to si 

shows the deductible size for al1 respondents. Fifty-two percent of 

deductible of less than $50,000. 

INDUSTRY GROUP ANALYSES 

Tables 19 through 24 present statistical analyses of propeny premi~ 

individually and combined. as a percentage of assets and revenues 

provides analysis of property damage. business interruption, extra c 

boiler b machinery prerniums as a percent of insured value. 

- - 

Number of 
Respondents 

836 

798 

684 

>roperty retention or deductible 

ranges of 1990 revenues. It also 

espondents rnaintain a property 

s and unreirnbursed losses. both 

)r each industry group. Table 25 

,ense, flood and earthquake, and 



TAIILE 10 
1991 PROPERW RETENTION/DEOUCTIIILE SlZE. IIV 1- RNENUE SUE 

P r m r í v  Ret.ntbnlDducíiM. 

Revanua Less lhan $501 $1,001 $5.001 $lO.Wl $50.001 $100.001 ~500.001 $1.000,001 Over 
$500 l o  l o  10 l o  10 l o  10 l o  $5.000.000 

Sl.000 $5.000 $10.000 $50,000 Sl00.WO 1500.000 $1,000,000 $5,000,000 

$30.000.000 o1 ierr 2 7 1 O O 7 3 5 1 O O 
5.7% 20.0% 286% 0% 20.0% 8.6% 14.3% 2.9% .cX .O% 

S30.000.001 l o  SlW.000.000 1 9 22 16 20 5 3 2 2 O 
1.3% 11.3% 275% 20.0% 25.0% 6.3% 3 8% 2.5% 2.5% .O% 

Sl00.000.001 l o  $300,000,000 2 4 24 21 39 34 15 1 O O 
1.4% 2.9% 17 1% 15 0% 27 9% 24.3% 10.7% 0.7% .O*h 0 %  

1300.000.001 lo 11.000.000.oOO 2 12 24 21 50 58 41 5 4 O 
0.9% 5 5% 111% 9 7% 23.0% 26.7% 18.9% 2.3% 1.8% .O% 



1ndu-W QIOUP 

1 Mininp b Ensrgy 

2 Food. Apricukurs 

3 Food. Tobacco. Tsxtiles 

4 C~nstrunion 

5 Lumber, Furnilura. Packaging 

6 Printing. Publishing 

7 Chsrnicals, Rubber. Plaslic 

B Primary Metals. Lealhef. Slone 

9 Meral Produns 

10 Machinery 

11 Elactrical Eqmt., lnstrurnents 

12 Mtrc Manuiaciuring Indusliier 

13 Transponation Equipment 

14 Transponation Ssrvice 

15 Telecommunications 

16 Eleclric Utilily 

17 Naluial Gas U t i l v  

18 Cornbination Ulility 

19 Wholesala Trade 

?O Retail Trade 

11 Finance-Bank. SáL. Holding Co, 

72 Financa-Real Estate, Cnhei 

13 lnrutance 

14 Personal, Business Ssrvice 

15 HsaRh Cnie 

16 EducalMnal. Nonprofa Inslitvtions 

17 Governmenral 
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Il PROPERW INSU 

Indwiq Qmup 

1 Mining b Energy 

2 Food. Agricuhure 

3 Food. Tobacco, Teniles 

4 Construction 

5 Lumber. Furntluie. Packaging 

6 Prming. Publishing 

7 Chemicals, Rubber. Plastic 

8 Primafv Metals. Leather, Stone 

9 Metal Products 

10 Machinev 

11 Electiical Eqmt . Insiruments 

12 Misc Manuíacturing Industries 

13 Transpomation Equipment 

14 Transponalion Service 

15 Telecommunications 

1 16 Electiic Utility 

17 Natural Gas Utiliry 

16 Cornbmalion Uiiliry 

19 Wholerale Trade 

20 Retail Tiade 

21 Finance-Bank. SbL. Holding Co 

22 Finance-Real Estate Orhei 

23 lnsurance 

24 Personal. Business Seivice 

25 Healih Caie 

26 Educational. Nonprofil Ins1,tuiions 

27 Governmental 

TASLC 20 
NCE PREMIUMS AS A PERCENi OF ASSRS 



UNREIMIUISED P 

Indutry Qrwp 

1 Mining 6 Energv 

2 Food. Agricukure 

3 Food. Tobacco. Texiiles 

4 Conslrunion 

5 Lumber. Fuiniture. Packaging 

6 Prinling. Publishing 

7 Chemicals. Rubber. Plastic 

8 Priman, Metals. Lealher, Stone 

S Metal Produclr 

10 Machinery 

11 Electrical Eqmt.. Instiumenls 

12 Mesc. Manufacturing lnduslries 

13 Transponat~on Equipment 

14 Tiansponation Setwce 

15 Telecommunications 

16 Eleclric Uiilify 

17 Naiuial Gas Util~ty 

18 Combination VcIily 

19 Wholerale Trade 

20 Rslail Trade 

21 Finance.Bank, SbL. Holdrng Co 

22 Finance-Real Estate. Other 

23 lnsurance 

24 Personal, Business Sewee 

25 Heaith Care 

26 Educalional. Nonprofit Insiitulions 

27 Governmental 

TAILC í 9  
PLRW LOSSES AS A PEICENT O IEVENUES 



1 Mining 6 Enerw 

2 Food, Agiicukure 

3 Food. Tobecco, Taniles 

4 Conslrucrion 

5 Lurnber. Furnnure, Packaging 

6 Prinling. Publishing 

7 Chemicals, Rubhr. PlaRic 

8 Primew Metals. Leather. Stone 

S Melal Pioduns 

10 Machinev 

Il Electiical Eqrnt.. lnstrurnenls 

12 Misc Menufacruring lndustries 

13 Tiansporlation Equiprnent 

14 Transponation Sewice 

15 Telecornrnunicalions 

16 Elecrric Ulilny 

17 Narural Gas Utility 

18 Cornbinalion U l i l ' i  

19 Wholesale Tiade 

20 Retail Trade 

2 1  Finance.Bank. SbL. Holdtng Co, 

22 FinanceReal Estate. Glher 

23 lnsurance 

24 Personal. Business Sewice 

25 Heann Care 

26 Educational. Nonprofit Instilutions 

27 Governmenial 
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1 Mining b Energy 

2 Food. Agricukure 

3 Food. Tobacco. Textiles 

4 Construoion 

5 Lumbei. furnilura. Packaging 

6 Prinling. Publishing 

7 Chemicals. Rubbei. Plastic 

8 Primary Metals. Laather. Stone 

9 Metal Pioducts 

10 Machinery 

11 Electrical Eqml., lnstruments 

12 Misc. Manutaouiing lnduslrier 

13 Transponation Equipment 

14 Transponation Sarvice 

15 Telecommunications 

16 Elenric UlilW 

17 Natural Gas Utilm 

18 Combination Urility 

19 Wholesale Trade 

20 Retad Trade 

21 Finance-Bank. S6L. Holding Co. 

22 Finance-Real Estate. Other 

23 lnsurance 

24 Personal. Business Sawice 

25 Heanh Care 

26 Educmional, Nonprofn Innitutions 

27 Gwernmental 



T U U  24 
PIIOPEñlV INSUñANCC MEMlUMS PLUS UNREIMBURBED PROPEñlV LOOSES 

1 Mining 8 Enerw 

2 Food. Agricuilurw 

3 Food. Tobacco. Textiles 

4 Consiruction 

5 Lumber. Fuinilure. Packaging 

6 Prinling. Publishing 

7 Chemicals, Rubber. Plasttc 

8 Prtmary Metals. Leather. Stonw 

9 Metal Producir 

10 Machinew 

11 Electrical Eqmt . lnstruments 

12 Mrsc Manufacturing Induslries 

13 Transponation Equipmsnt 

14 Transponation Sewice 

15 Telecommunications 

16 EIectnc Utdm, 

17 Natural Gas U t i I v  

18 Cornbinalion Uliliry 

19 Wholesale Trade 

20 Relail Trade 

21 Finance-Bank. SbL. Holding Co 

22 Finance-Real Estate, Oiher 

23 lnsurance 

24 Personal, Business Sewice 

25 Heanh Care 

26 Educational. Nonprofit Institutions 

27 Governmental 



1ndusU-y Omup 

1 Mining 6 Energy 

2 Food. Agricuhuie 

3 Food. Tobacco, Tertiles 

4 Conslruclion 

5 Lurnbei. Furnituie. Packaging 

6 Prinling, Publishing 

7 Chernicals. Rubber. Plastlc 

8 Prlmary Metals, Lealhei, Stone 

9 Metal P~oducls 

10 Machinev 

11 Electiical Eqml, lnstruments 

12 Mirc Manufacruiing Indusliies 

13 Tiansponation Equtprnenl 

14 T!ansponalion Seivice 

15 Telecommunications 

16 Electric Utilify 

17 Natural Gas Uiility 

18 Combmanon Ulilily 

19 Wholesale Trade 

?O Reiail Trade 

?1 Finance-Bank. SbL, Holding Co. 

?2 Ftnance.Rea1 Estate. Orher 

23 Insuisnce 

14 Personal. Business Se~qce 

15 Heanh Care 

16 Educalional. Nonprofii lnstitulions 

27 Governrnental 

TABLE 26 
, BUSINESS INTERRUPTION, I 
ID BOILER b MACHINERV INE 
PERCENT OF INSURED VALU 

L EXPENSE. 
YCE PREMIUMS 



IV. LIABILIW RRlK FlNANClNG COSTS 

Liability risk financing costs include premiums and expenses associated with: 

Workers' compensation 

General liability (primary and excess) 

Automobile liability 

Product liability 

Professional liability 

Directors' and ofiicers' liability 

Fiduciary and ERlSA liability 

Environmental impairment liability 

Owned and non-owned aircraft liability 

Other miscellaneous liability expenses including: 

other insurance premiums 

unreimbursed liability losses 

claims adjustment fees 

other related expenditures. 

Respondents were asked to  provide only the current year losses (instead of the two most recent years, 

as in prior suweys). Any loss figures shown are not the ultimate costs since they are as of 

approximately March. 1990, and do not reflect the past two years' development. 

Tables 26 through 36 show liability premiums for various categories of risk. A few respondents reponed 

al1 liability premiums in either the 'workers' compensation' or the 'general liability' category, which may 

diston the figures slightly for these individual cost of risk components. As a result, Table 37, 'Total 

Liability and Workers' Compensation Premiums' presents the most accurate data for analytical purposes. 



WORKERS' COMPENSATION PREMIUMS 

Table 26 contains the data collected on workers' cornpensation pren 

divided responses according 10 where the base of operations was fo 

based organizetions with Canadian ernployees and Canadian-based 

had some costs rnisclassified. In most cases, however. the substa 

correctly allocated. 

The 1990 data reveals that the average U.S. workers' cornpensatio 

Canada's average was $2.4 rnillion. This is contrary l o  1989 data (l! 

average workers' compensation premiurn for U.S.-based organia 

average payment for a Canadian-based organization. Reponed pr 

the U.S., while in Canada they were 0.188% of revenues. Finally, 

in the U.S. was $238, compared l o  $310 per employee in Canad, 

Comparedto 1989. average U.S. premiums decreased about 15%. 

premiurns increased 55%. from $1,567.145. We anribute the signi 

lo  bener reponing by Canadian risk managers of cosis paid to pro\ 

urns for the U.S. and Canada. We 

the responden!. As a result. U.S - 
~rganizations with U.S. ernployees 

itial majorily of ernployees were 

premium was $2.2 rnillion. while 

30 survey) which showed that ihe 

itions significantly exceeded the 

urns were 0.128% of revenues for 

\e average prernium per ernployee 

>m $2,617,281. However. Canadian 

ant increase in Canadian premiurns 

cial workers' compensation boards. 



UNITED STATES: 

Grors Premiums 

Gross Premiums 

$1,521,135,272 

Gross Piemiums 

$1,549.850.303 

~ 

9990 UARLiW MSK Fil 
WORKERS' COMPENSA 

CANADA: 
jin U.S. Dollars) 

Gross Premiums 

Gioss Premiums 

$169,404,459 

Gioss Premiumr 

1169,923,616 

Average 

12,217,514 

Gross Revenues 

S1.185.193.000.000 

Gross Nurnber o1 
Employsss 

6,515,461 

Average 

$2.427.480 

Gfoss Revenues 

$89.930.000.000 

Giors Number of 
Emplayees 

Averags Prernium 
Per Employee 

% of Revenues 

01883% 

Average Premwm 
Pei Employee 

Number of 
Respondenls 

70 

67 

70 



PRIMARY GENERAL AND AUTOMOBILE LlABlLllY PREMIUMS 

This calegory lypically includes prerniums for the first layer of cc 

occurrence) for general and autornobile liability. Table 27 shows that 

coverages was $1.1 rnillion, and the prerniums were 0.063% of 

respondenls. these prerniurns included product liability coverage. 

Only 11.7% of respondents purchased clairns-made coverage. 12.9% ol 

did no1 purchase prirnary general or autornobile liabilily insurance. 

(up to $5 million per 

he average prernium for these 

For 54.5% of the 

I respondents indicated that they 

TAILE Z i  
1990 LIABILITY RlSK FINANCINO C O S m  

PRIMARV GENERAL AND AUTO LIABILITY PREl IUMS 

Gcoss Prern~ums 

5764296.784 

Gross Premiums 

$744,718,118 

Average 

S1.073.450 

Gross Revsnuer 

51.173.899,OOO.OOO 

EXCESS AND UMBRELLA LlABlLlTY PREMIUMS 

Respondenis l I Numbeln 

This category of prerniurns includes the cosl of coverage above eilhe 

deductible, or a self-insured retention. Table 28 shows that the 

prernium was $768,838, and prerniums were 0.043% of revenues. Fo 

prerniurns included product liability coverage. 45.7% of respondents 

made basis. 

prirnary insurance, a substantial 

i verage excess/urnbrella liability 

61.1% ofthe respondents, these 

purchased coverage on a clairns. 



TAILE 21 

PRODUCT LlABlLlTY PREMIUMS 

The Survey questionnaire asked respondents to provide inforrnation on product liability coverages. As 

stated previously. a nurnber of respondents purchased product liability coverage within their prirnary 

general liability policy (54.5% of respondents within a general liability policy), and some included it 

w~thin their excess coverages (61.1% of respondents within an excess coverage). 

Of the 87 respondents that purchased product liability coverage (separate frorn their primary and excess 

cornrnercial general liability prograrn), 55.6% purchased the policy for aircrafi products, while 11% 

purchased coverage for pharrnaceutical or rnedical products. 

Table 29 shows that the average prerniurn cost for product liability was $3.8 rnillion and that prerniurns 

were 0.1 1 % of revenues 

TAILE 2S 
1SOO LIAIILITY RISK FlNANClNG COSTS: 

PRODUCT LlABlLlTY PREMIUMS 

Nurnber of 
Respondenir 

87 

Gross Premiums 

1331.071.397 

Grosr Premiums 

1331,071,397 

Average 

13,805,418 

Grosr Revenuer 

1314.153.000.MX) 

-36- 



PROFESSIONAL LlABlLlTY PREMIUMS 

Respondents provided informalion on their professional liability cove 

indicated they purchased this coverage, 122 indicated s specific coverag 

36.1% purchased health care-related professional liabiliiy coverage 

hospital professional liability, snd nursing liability; 9.8% purchased legal I 

purchased engineers and architects errors and omissions coverage. 

Table 30 shows that the average premium cost was $853,254 and 

revenues 

TABLE 30 
(990 LIABILIW RlSK FlNANClNG COSTS: , 

PROFESSIONAL LIAI IL IW PREMIUMS 

ges. While 208 respondents 

type. Of the 122 respondents. 

cluding rnedical rnalpract~ce. 

alpractice coverage; and 8.2% 

at  premiums were 0.05% of 

Gwss Piemiums 

1177.P76.897 

Gioss Pierniums 

$175,198,998 

Average 1 

DIRECTORS' b OFFICERS' LlABlLlTY PREMIUMS 

As Table 31 shows, respondents paid an average of $407,569 in pr 

liability, and premiums were 0.02% of revenues. For financia1 instil 

deposits. It is interesting to note that more than half of al1 survey re! 

coverage. 

Nurnbei of 
Respondents 

iums for directors' and officers' 

premiums were 0.006% of 

ondents, 66.7%. purchased DbO 



Gross Premiums 

S230.276.880 

Gross Premiums 

$215.980.844 

Gross Premiurns 

$39,714,758 

Average 

$407.589 

Grou Rwenues 

S1.092.580.000.000 

Gross Deposits 

s5&<.108.000.000 

Numtmr of 
Respondents 

565 

- - 

FlDUClARY AND ERISA LlABlLlTY PREMIUMS 

Table 32 shows that respondents paid an average of $44770 in premiums for fiduciaryiERlSA liability 

coverage. The premiurns were 0.002% of revenues. 

Gross Premwms 

$22.385.333 

Gross Premiums 

$21,683,829 

TABLE '32 
10.Q LIABILITY RISK FINANCINQ COSTS: 
FIDUCIARYERISA LIABILITY PREMIUMS 

Average 

Gross Rsvenues 

$972,440,000,000 

% of Revenues 

0.002% 

Number of 
Respondenls 

500 

479 

ENVIRONMENTAL IMPAIRMENT LlABlLlTY PREMIUMS 

Table 33 shows that 50 respondents paid an average premium of $281.347 for environmental 

impairment liability coverage. However, one of these respondents paid premiums of $7,143,000. which 

distorts the overall average. By rernoving this respondent from the average premium calculation. the 

average premium was about $140.000. The respondent which paid the $7.1 rnillion premium purchased 

limits of $25 rnillion and was from the transponation equipment industry. 



While respondents indicated policy limits ranging from $1,000,000 $50 million, 37% purchased limits 

of $1 million. 01 the respondent organizations that purchased nvironmental impairrnent liabtlity 

coverage, 16% came from the chemicals, rubber or plastics industr 14% were from the retail trade 

industry. 1 

Gross Piemiums 

$14,067,352 

Gross Prsmiums 

$14,067,352 

- - -  ~ 

q ü ü ü  LIABILITY RISK FINANCINO COSTS: 
ENVIRONMENTAL IMPAIRMENT LIAIILITY PIEMIUMS 

Average 

$281,347 

Gross Revenues 

5205.469.000.000 

OWNED AND NON-OWNED AIRCRAFT LlABlLlTY PREMIU 

The 1991 S u ~ e y  questionnaire differs from previous surveys in rec 

owned and non-owned aircraii liability policies purchased. Table 

an average of $41,917 in premiums for owned and non-owned airc 

were 0.0016% of revenues. 

TABLE Y 
lüSü LIABILITY RISK FINANCINO CO: 

OWNED AND NON-OWNED AIRCIUFT L m I L n  

Gross Prerniums 

S18.946.420 

Gross Premiums 

$18,520,571 

Average 

$41.917 

Gross Revenues 

S1.108.727.000.000 

Number o1 
Respondenls 

50 

50 

esting that respondents identify any 

4 shows that452 respondents paid 

b i i  liability coverage. The premiums 

Number o1 
Respondents 

evenues 

H 6% 



OTHER LIABILIN PREMIUMS 

The Suwey requested that respondents provide information on 'other liability insurance policies not 

listed on the questionnaire. Thitty-five percent of the Sutvey respondents indicated that they purchased 

'other' liability insurance. Among those respondents. the most prevalent types of 'other' liability were: 

Foreign Liability 37 12.4% 

Marine Liability 28 9.4% 

AirporVAviation-related Liabiliiy 26 8.7% 

Nuclear Liability 18 6.0% 

Auto Liability 16 5.4% 

Table 35 shows that respondents paid an average prernium of $223.196 for these 'other' liability policies. 

In addition, premiurns were 0.0096% of revenues. 

Grors Piemiums 

$66.735.654 

Gioss Premiums 

$54,068,350 

TAlUE 3ü 
10W LIABILIPI RlSK FINANCINQ COSTO: 

OTHER LIABILITY PREMIUMS 

Average 

$223.196 

Gross Rwenuss 

$663.973.000.W0 

Number of 
Respondents 

299 

TOTAL LlABlLlW PREMIUMS (EXCLUDING WORKERS' COMPENSATION) 

Table 36 presents the gross total liability premiums (excluding workers' compensation premiurns) paid 

by respondents. The average total liability premium paid in 1990 was $2.7 million. As a percent of 

revenues, total liability prerniurns equalled 0.151%. 



Gross Piemiums 

$2.205.729.816 

Gross Premiums 

$2,159,346,022 

TABLE W 
1990 LIABILITY RISK FINANCINO COS 

TOTAL LIABILITY PREMIUMS (UCLUDINO WORKERS 

Average 

Gioss Revenues 

$1,4Z2.461.OM).D00 

Number of 
Respondenls 

826 

787 

TOTAL LIABILITY AND WORKERS' COMPENSATION PREM UMS 1 
Table 37 includes both liability and workers' compensation prerniuds. The average premiums were $4.7 

rnillion. and premiurns were 0.269% of revenues. 1 

TABLE 37 

II TOTAL LIABILITY ANO WORKERE' COMPENSA1 

Gross Piemiums Average 

$3.932.828.579 $4681,938 

11 Gioss Piemiums 1 Gross Revenues 1 % of 

Respondents indicated the liability insurance limits carried for both 

liability insurance. Tables 38 and 39 profile the excess/umbrella lia 

and revenues, respectively. Table 38 shows that 61 % of the 818 re 

carried limits of $50 rnillion or less for excesslurnbrella liability. 

PREMIUMS 

1 Number of 
Res~ondentr 

)rimary general and excesslurnbrella 

~ility lirnits carried, by industry group 

pondents providing limit inforrnation 



ini u c t s r n i m n R a u  LimiLrrv  LIMITS CARRIED: PROFILE BV ~ S O  INDUITRT QROUP 

I Amoum ot lSB1 Eruu lUmbre l l i  lhbility U m b  C.n*d 1 in millions) 

4.0% 19.0% .O% 4.8% 14.3% 4.8% .O% 14.3% 4.8% 19.0% .O% 4.8% 9.5% .O% 
10. Machinery O 1 1 1 O O O 1 4 4 2 2 1 1 

.O% 5.6% 5.6% 5.6% .O% .O% .O% 5.6% 22.2% 22.2% 11.1% 11.1% 5.6% 5.6% 
1 1  Eisc Equipment 2 3 O 4 2 O 2 6 3 3 1 2 5 2 

lnstrumsnts 5.7% 8.6% .O% 11.4% 5.7% .O% 5.7% 17.1% 8.6% 8.6% 2.9% 5.7% 14.3% 5.7% 
12. Misc. Manufanurins Ind. 1 1 1 1 O 3 1 5 2 2 O O O 2 . 

5.3% 5.3% 5 3 x 1  5.3% .O% 15.8% 5.3% 2 6 . 3 ~ 1  10.5%1 10.5%1 .0%I .0%I 
13. Tranooonation Eauioment I O1 O1 1 I O1 31 O1 O1 O1 O1 O1 1 I 1 I 

~ ~F - -  . 
.O% .O% 14.3% .O% 42.9% .O% 0 %  0 %  .O% .O% 14.3% 14.3% .O% 14.3% 

14. Transponation Sewice 7 4 3 1 1 2 1 4 O 5 O O 2 1 
22.6% 12.9% 9.7% 3.2% 3.2% 6.5% 3.2% 12.9% .O% 16.1% .O% .O% 6.5% 3.2% 

15. Telecommunications O 1 1 O O 1 2 2 1 4 1 O 4 1 



TABLE 39 
1991 EXCESSNMBRELLA LIABILiW LIMITS CARRIED: PROFILE BY 1- REVENUE SUE 

1 

" 

13O.WO.001 to 
S100.OO0,WO 

StOO.am.001 l o  
$Ma,WO.WO 

$ 3 0 0 , ~ . 0 0 1 1 0  
$l.~.OOO.WO 

UP l o  
S5 

21 
44.7% 

R.rmu 

S30.WO.WO or less 

S3.000.WO.001 or higher 

Total al1 respondents in 

22 
24.4% 

30 
19.4% 

23 
9.9% 

W t o  
S10 

6 
12.8% 

24 
26.7% 

17 
11.0% 

1 O 
4.391 

$11 l o  
S15 

3 
6.4% 

5 
5 8% 

1 O 
6 5 %  

5 
2.2% 

$1610 
$20 

- 

1 
2.1% 

13 
14.4% 

16 
10 3% 

16 
6.9% 

$21 l o  
$25 

3 
6 4% 

4 
4.4% 

16 
10.3% 

11 
4.7% 

S26 to 
S30 

1 
2 1% 

3 
3 3% 

12 
7.7% 

13 
5 6% 

S31 l o  
S40 

3 
6 4% 

3 
3.3% 

12 
7.7% 

25 
108% 

S41 l o  
$50 

4 
8.5% 

4 
4 4% 

16 
10.3% 

40 
172% 

$51 l o  
S75 

2 
4.3% 

4 
4.4% 

10 
6 5% 

30 
12 9% 

1. 

S76 l o  
$100 

1 
2.1% 

5 
5.6% 

8 
5.2% 

29 
12.5% 

$101 
10 

S125 

2 
4.3% 

O 
.O% 

O 
0 %  

6 
2.6% 

$12810 
S150 

O 
.o./. 

O 
0% 

3 
1.9% 

0 
3 4 %  

S151 l o  
S200 

O 
0 %  

Over 
S200 

O 
0 %  

2 
2.2% 

1 
6 %  

8 
3.4% 

1 
11% 

4 
2.6% 

8 
3.4% 



DIRECTORS' AND OFFICERS' LlABlLlTY LIMITS 

Respondentr were asked to indicate the arnount of directors' and officers' liability insurance limits 

carried, including excess lirnits. Table 40 shows that 55.4% of the 541 respondents to this question 

carried lirnits of S20 rnillion or less. 

Respondents were asked to indicate the size of their predominant liebility deductiblelretention. Table 

41 shows the liability deductiblelretention corresponding to six revenue ranges. As expected, larger 

organizations reponed higher liability deductibles/retentions. For exarnple, 59.0% of respondents with 

revenues greater than $3 billion rnaintained a deductible/retention between $500,001 and S5 rnillion. 



Total el1 rwpondanls O 
in each cmsgory .m 



TABLE 41 
1-1 LIABILTTY OEOUCTIBLEIRETENTION CARRIED: 

PROFILE BY l W 0  RNENUE SUE 

Total al1 respondenir 2 20 24 44 42 195 77 71 
in each category 4 %  4.0% 4 8% 8.9% 8.5% 39.3% 15.5% 14.3% 



UNREIMBURSED (SELF-ASSUMED) WORKERS' COMPENS 
l 

Table 42 shows that the average unreimbursed workers' loss was $4.2 rnillion for 1990. 

and $3.8 rnillion for 1989 (as reponed in the 1990 Cost of Suwey). Losses were 0.176% of 

revenues, and the average loss per employee was $261. respondents reponed losses in 

excess of $10 million. Five of these respondents incurred $50 million, and one reponed 

total self-assurned workers' cornpensation losses of $192 

These calculations include only those respondents reponing that th y self-insure workers'compensation. 

In a lirnited number of circurnstances, respondents reponed es that were paid by insurers. We 

anempted to review this with respondents to eliminate double ting. although some duplication may 

remain. I 

L 

TABLE U 1 

Gioss Losses Average 

Gross Losses Gross Revenues */O 

1990 11,578,749,812 $893,466.000.000 

Gross Losses Gross Empiayees P 
P 

\lncrease Number of 
Respondents 

1 Revenues 

D 176% 369 

?rage Loss 
Employee 



UNREIMBURSED GENERAL AND AUTOMOBILE LlABlLlTY LOSSES 

Table 43 shows that the amount of unreimbursed general and automobile liability losses averaged $2.1 

rnillion in 1990 and $1.8 million in 1989 (1990 Suwey). The 1990 losses were 0.1 15% of revenues. 

Gross Lossea I Average I % lncreese 

Gross Losses 

1990 $1.012.466.871 

Gross Revenues % ol Rwenuea 

$873.713.W0.000 0.115% 

UNREIMBURSED PRODUCT AND PROFESSIONAL LlABlLlTY LOSSES 

Table 44 shows that in 1990 average losses for product~professional liability were $2.8 rnillion, up frorn 

$2.0 rnillion in 1989 (1990 S u ~ e y ) .  These average liability losses were 37% higher in 1990 versus 1989. 

The 1990 losses were 0.130% of revenues. 

UNREIMBUR 

Gross Losses 

Gioss Losses 

1990 $493.352.482 

TABLE M 
ABILITY RISK FlNANClNG COSTS: 
D PRODUCTlPROFESSlONAL LlABlLlTY LOSSES 

Gross Revenues % of Rwenues 

$378.932.000.000 O. 130% 



OTHER UNREIMBURSED LlABlLlTY LOSSES 

respondents. 1 

For rhe small number of respondents that reponed losses for other 

shows that the average amount of other unreimbursed liability losr,es 

in 1989 (1990 Survey) to $0.6 million in 1990. Over two-thirds of 

i w o  respondents to the 1990 survey who indicated 'other' lossesof 

respectively. Excluding those two respondents, the 1989 average 

TABLE .(r 
LIABILITY RlSK FlNANCll 

OTHER UNREIMBURSED LIAI 

Gioss Losses 

lines of liability insurance, Table 45 

decreased 72% from $2 mil ion 

tlie gross losses can be attributed 10 

$34.1 rnillion and $33.6 rnillion. 

is approximately $525,000 for 43 

Gross Losses 

S29.289.965 

Average 

Gross Revenues 

$58.450.000.000 

Nurnbei o1 
Respondenis 

CLAIMS ADJUSTMENT FEES AND OTHER INTERNAUEXT RNAL EXPENSES i 
Table 46 shows the claims adjustment fees and other interna1 an eaernal expenses, both separately 

and combined for unreimbursed liability and workers' compensa 

The average costs for adjusting unreimbursed liability lossi 

decreased from $410.751 in 1989 to $332,678 in 1990. The en 

of losses in 1990 and 13.62% in 1989. 

The average cost to adjust workers' compensation losses de 

$337,651 in 1990. Expenses as a percentage of losses decrea 

from 9.15% in 1989 t o  8.47% in 1990. 

1 (excluding workers' compensation) 

m e s  for liability losses were 10.45% 

sased 8% from $368,345 in 1989 to 

d slightly for workers' cornpensation 



On the average the claims adjustment fees and expenses for liability and workers' cornpensation 

cornbined decreased from $508.473 in 1989 to $472.127 in 1990, while the expenses as a percentage 

of losses decreased frorn 9.68% in 1989 to 7.82% in 1990, 

TABLE ó6 
LIABILITY RlSK FINANCING COSTS: 

C U l M S  ADJUSTMENT FEES AND OTHER INTERNA1 AND EXTERNA1 EXPENOES 

LIABILITY 

Gross Expense Average 

Gross Expense Gross Liabililv 
Losses 

WORKERS' COMPENSATION 

Gross Expense Average 

Gross Expense Gioss WC Losses 

% Inciaasa 

-190% 

% of Losses 

1045% 
13 62% 

% Increase 

-8 33% 

% of Losses 

8 47% 
9 15% 

LIABILITY AND WORKERS' COMPENSATION COMBINE0 

Gross Expense Average % lncrease 

1990 $164.300.507 $472,127 -7.1% 
1989 $145.423.464 $508,473 

Gioss Expense Gross Losses % o1 Losses 

1990 1162,519,677 $2,076,855204 7.82% 
1989 1143,798,945 51,484,855,925 9.68% 



According to  Table 47, total unreirnbursed liability Iosses snd expenses (excluding workers' 

compensation) averaged $3 million in 1990, a 10.4% decrease average of $3.4 million in 1989. 

The 1990 losses plus expenses were 0.165% of revenues. i 

TOTAL UNREIMBURSEDLIABILIW AND WORKERS'COMPEllSATlON 

ADJUSTMENT FEES AND OTHER EXPENSES 

Total unreimbursed workers' compensation losses and expense8 increased frorn an average of $4 

rnillion in 1989 to  $4.4 million in 1990. Losses plus expenses were 6.179% of revenues, and the average 

losses and expenses per employee were $267 in 1990. 

LOSSES PLUS CLAIMS 



PLUS C U l M S  ADJUSiMUCi FCEI ANü OTHEll IIITERNIUD<TERNU U P E N S U  

Grmr LossedExpenaes 

S l.6ll.632.086 

Gross LossedExpenses 

Gross LossedExpenses 

$1.663.512.898 

Gross LossedExpenses 

L U I l L m  

Average % Increare Numbw ot 
Reipondenta 

SJ.OW.067 -10.4% Y1 
S3.36e.405 425 

Grou R w e n w  % o1 Rwsnuei 

WORKERS' COMPENSATION 

Average % lncrease 

Gross Revenues % d Ravenuer 

$930,121,000,000 O. 1788% 

Gross Employees Average 
LossedExpenses 

Per Employee 

LIABILITV AND WORKERS' COMPENSATION COMBINE0 

Gross LossedExpenses Average % lncrease 

$3.327.686.165 $5.574.01 3 4.46% 597 
12,726,729,792 $5,336,066 51 1 

Gross LossedExpenses Gross Revenue % o1 Revenue 

$3.275.144.9&) S1.191.935.000.000 0.2747% 577 



TOTAL LlABlLlTY RISK FlNANClNG COSTS 

Table 48 provides the total risk financing costs for liability and worki 

consist of total premiums, unreimbursed losses. and claims adjustmei 

average liability risk financing cost excluding workers' compensatic 

0.264% of revenues. The average workers' compensation cost was 

revenues. The average cost for liability and workers' compensation cc 

0.497% of revenues. 

TABLE U )  

1990 LIABILTTV RISK FlNANClNO COSTS 
TOTAL LIABILITV ANO WORKERS* COMPENSATION PREMIUMS. 

ANO CUIMS AWUSTMENT CEES ANO o T n m  INTERNALN 

Gross Liabilily 
Risk COSt 

Gross Liabilw 
Risk cost 

$3.770.978.108 

Gioss WC 
Risk Cost 

$3,428,015,378 

Gross WC 
Risk Cost 

$3,954,052,629 

;ros Liabilrm/WC Risk Cost 

$7260,514,744 

iross LiabilhyfflC Risk Cost 

$7,125,030,737 

LIABILITV 

Average 

Gross Revenues % 01 Revi 

$1,429.833.000.000 O 2637 

WORKERS' COMPENSATION 

Average 

Gross Revenues % of Revi 

$1,349.205.000.000 0.2485 

L lAB lL lN  ANO WORKERS' COMPENSATIOL 

Average 

S.602.505 

S' compensation. These values 

fees and related expenses. The 

equalled 54.6 million and was 

4.3 million. and was 0.249% of 

ibined was $8.6 million. and was 

NREIMBURSED LOSSES 
'ERNAL EXPENSES 



INDUSTRY GROUP ANALYSES 

Tables 49 through 52 provide a full review of liability and workers' compensation risk financing costs 

for each industry group. 

The health care industry had the highest average industrywide liability risk financing costs (excluding 

workers' compensation) at 1.92% of revenues, while the transponation sewice industry hsd the highest 

average industrywide workers' cornpensation and combined liability and workers' compensation risk 

financing costs at 1.29% and 2.60% of revenues, respectively. 

Workers' compensation costs per employee by industry group are presented in Table 52. The 

construction industry had the highest average workers' compensation cost per employee industrywide 

at $1.149. followed closely by the transponation sewice industry at an average cost of $1,038 per 

employee. 



LIABILII). RISK FII 
(EXCLI 

1 Mining 6 Energy 

2 Food. Agricunuie 

3 Food. Tobacco. Teniles 

4 Construction 

5 Lurnbei. Furnilure. Packaging 

6 Printing, Publishing 

7 Chemicals. Rubber, Plaslic 

8 Piimary Metals. Lealher. Slone 

9 Metal Products 

O Machinery 

1 Elenrical Eqmt. Instruments 

2 Misc. Manufacturing lndustrles 

3 Transponalion Equipment 

4 Transponation Sewice 

5 Telecornmunications 

6 Electric Utility 

7 Natural Gas Utility 

8 Cornbinalion Utility 

9 Wholesale Trade 

!O Reta11 Trade 

! l  Finance-Bank. S6L. Holding Co. 

!2 Finance-Real Estafe. Olher 

!3 lnsurance 

!4 Personal, Business Sewice 

!5 Heanh Caie 

!6 Educalional. Nonprof'it Inslitulions 

!7 Gwernmental 
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lndunry Oroup 

1 Mining 6 Energy 

2 Food.  AgricuRuie 

3 F o o d .  Tobacco, Textiles 

4 Constiuction 

5 Lumber. Furnnure. Packaging 

6 Printing. Publishing 

7 Chemicals. Rubber, Plarlic 

8 Piimary Metals. Leather. Stone 

9 Metal Produns 

10 Machinsry 

11 Eiectricai Eqmt . lnstruments 

12 Misc Manufacturmg Indurtiies 

13 Tiansponation Equipment 

4 Tians~onafian Service 

5 Telecarnmunications 

'6  Eiectiic UtiIin, 

7 Natural Gas Utiiin, 

' 8  Combination Utiltn, 

9 Wholesale Tiade 

!O Retail Ttade 

! l  Finance-Bank. SbL. Holding Co 

'2 Finance-Real Estate, Olhei 

'3 lnsurance 

'4 Personal. Busmess Service 

'5 Health Cars 

6 Educational. Nonprofit Instituiions 

7 Governmental 

TABLE W 
N RISK FINAMINO cosTt As A PERCEWT O$ REVENUES 



Ind la t ry  oroup 

1 Mining b Eneiey 

2 Fmd. Agricukure 

3 Food. Tobacco. Teniles 

4 Constfucl~on 

5 Lumbei Furnnure. Packaging 

6 Printing Publishing 

7 Chemicals. Rubber. Plastic 

8 Piiman, Metals Leather. Stone 

9 Metal Productr 

10 Machinery 

11 Eiectrical Eqmt . Inslrumenis 

12 Misc Manutactuiing Industrier 

13 Tiansponation Equipment 

14 Tfansponalion Sewice 

15 Telecommunicat,ons 

16 Eiectric Utilw 

17 Natural Gas Utilm, 

18 Combinalion Utilny 

19 Wholesale Trsde 

20 Retail Trade 

21 finance-Bank %L. Holding Co 

22 Finance-Real Estate. Other 

23 lnsurance 

24 Personal. Business Sewice 

15 Heanh Care 

16 Educat~onal. Nonproln Instituttons 

27 Gwernmental 

DRI 

i 
TAüLE 61 

KERI' COMPENSATION RISK FINA, 
.S A PERCENT OF REVENUEU 
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WORKER! 

n d w t q  O w p  

1 Mining 6 Energy 

2 Focd. Agricukure 

3 Focd. Tobacco. Tendes 

4 Construct!on 

5 Lumber. Furnifure. Packaging 

6 Printing. Publishing 

7 Chemicals. Rubber. Plastic 

8 Piiman, Mefals, Leather. Slone 

9 Metal Products 

O Machmen, 

1 Electrical Eqmt.. lnstruments 

12 Msc Manulacturing Indusriies 

3 Transponalion Equipmeni 

14 Transponalton Serrice 

15 Telecommunicat~ons 

16 Electrc U t i l v  

17 Natural Gas Utiliw 

8 Combinatton Uliltfy 

9 Whoiesale Trade 

!O Retail Trade 

!l Fcnance-Bank. S6L. Holding Co 

!2 Flnance-Real Estate. Other 

!3 lnsurance 

!4 Personal. Business Serrice 

!5 Heallh Care 

!6 Educational. Nonprofit lnst~tut#ons 

!7 Governmental 



V. CAPTIVE INSURANCE PROGl 

In order to evaluate the net cost or benefit of any whollv-oiri 

respondents were asked !o determine the extra cost (loss) or benefi 

if applicable. 

Table 53 shows that the average reponed incorne generated by a ci 

respondents was $2.0 rnillion. Captive net income as a percent of 

losses increased significantly frorn 5.97% in 1989 (1990 Suwey) to 

Total Net lncorne 

$176,171,967 

Total Net lncorne 

1176,171,967 

Average lncome 

$2,024,955 

Gross Premiurns Plus 
Unreimbursad Losses 

Net lnco 
% o1 Piemi 
Unreimbuir 

7.85' 

& captive insurance cornpany, 

(incorne) of their captive prograrn. 

>tive insurance prograrn for the 87 

otal prerniurns plus unreirnbursed 

Nurnber o1 
Respondents 



VI. OTHER RlSK MANAGEMENT EXPENSES 

Other risk rnanagernent expenses are rypically defined to include costs for risk control (loss prevention) 

and the cost of outside sewices. However, since in the past we received poor responses to the suwey's 

questions on risk control expenditures. these costs were not requested on the 1991 Suwey 

questionnaire. 

COSTS FOR OUTSIDE SERVICES (EXCLUDING EXTERNAL RlSK CONTROL) 

Costs for outside sewices include brokers fees (those not included within prerniurn cost), consulting 

fees, and rniscellaneous costs not othewise captured. Table 54 shows that these expenditures 

averaged $124.042 in 1990, a 62% increase frorn the 1989 average of $76.780 (1990 Suwey), and were 

1.981% of gross insurance prerniums 

Gross Cosis 

$68,843.M8 

Gross Costs 

$88,813,225 

Average 

$124,042 

Gross Pfem~ums 

$3.473.104.632 

TABLE S4 
1990 COSTS FOR OUILlDE SERVICES 

1 

% of Premiums 

1.981% 



VII. RlSK MANAGEMENT AND INSURANCE DEP 

RlSK MANAGEMENT AND INSURANCE DEPARTMENT 
OVERHEAD, TRAVEL, ETC. 

Table 55 shows that risk management department expenditures (excl 

costs captured earlier) averaged $353,824 in 1990. In addition. thest 

5.75% of premiums, and 3.53% of premiums plus unreimbursed los! 

slight increases from the 1989 data collected in the 1990 Survev. 

*m RISK 

Gfoss Cons 

Gross Costs 

$265,893,033 

Gross Cosls 

$273.147.596 

Gross C061S 

TABLE 5 
tNAOEMENT AND INSU 

Averege 

Gross Rsvenues 

$1.331.732.000.000 

Gross Premiums 

$4,748,829,451 

Gioss Piemiums Plus 
Unrsimburred Loases 

$7,745,739,383 

WTMENT COSTS 

COSTS: WAGES, SALARY, 

ding premiums, losses and other 

costs were 0.019% of revenues. 

$6 in 1990. These represent only 



SlZE OF RlSK MANAGEMENT AND INSURANCE DEPARTMENT 

Table 56 shows that in 1990, the average risk rnanagernent and insurance depanrnent industrywide 

ernployed 4.67 professional and clerical ernployees. The median size for a departrnent totalled 3 

ernployees, and the highest value was 88 ernployees. Respondent risk rnanagernenthnsurance 

depanrnents had, on the average, 3.05 professional staff mernbers. 

TABLE S6 

SlZE OF RlSK MANAGEMENT AND INSURANCE DEPARTMENT 

1900 

Profersional 

Clerical 

Total 

Numimr of 

ü n p ~ l d o n t a  

840 

71 1 

821 

Lo- 

Va lw 

O 10 

O 10 

O 10 

Third 

-ni* 

3 W  

2 00 

5 O0 

Firrt 

Qurllb 

100 

1 O0 

1 80 

H ' i h r t  

~ a l w  

51 O0 

41 O0 

88 O0 

M d t n  

2 W  

100 

3 O0 

Indurtiy 

1rwr.0. 

3 05 

1 92 

4 67 

Total 

~mplopea 

2.565 

1.369 

3,934 



The nurnber of ernployees in the risk rnanagemenWinsurance depai 

size. Table 57 shows that 36.0% of the 808 respondents had 2.1 tc 

had between zero and five risk rnanagemenilinsurence departme 

organizations reponing over $3 billion in revenues, 51.6% had behi 

risk rnanagemenWinsurance depanrnent. Conversely, 84.8% of r 

revenues oí l e s  than $1 billion had between zero and five risk n 

ernployees. 

- - - -  - - - 

TABLE S7 
BU€ OF RlSK MANAOEMENT AND INSURANCE DEPARTMEN 

1 

R v e n u a  

27.5% 

$100.000.000 

29.8% 

$100.000.001 10 
$300.000.000 

$300,000.001 l o  43 
$1.000.000.000 

18.1% 

$1.000.000.001 to 7 
$3,000.000.000 

4.2% 

$3,000.000.001 or higher 2 

2.1% 

Total. al1 respondenis 137 

17.0% 

nent varied according to revenue 

i ernployees Curnulatively. 77% 

employees 01 the responden1 

en 5.1 and 20 ernployees in their 

.pondent organizations reportmg 

inagemenWinsurance department 

BY 1990 REVENUE SIZE 

üoprtment Employmu 



Table 58 shows the relationship between the size of the risk rnanagernentlinsursnce department and the 

amount of premiums plus unreirnbursed losses. Predictably. responding organizations with lower costs 

had smaller risk rnanagement departments, while those organizations with higher costs had larger risk 

managementlinsurance departments. 

TABLC U 

SUE OF RlSK MANAGEMENT AND INSURANCL DEPARTMENT BV 

1Wü CREMIUMS PLUS UNREIMBURSED LOSSES 

1-1 ni& f i r u p e ~ m n m i . ~  ~.pirtnum ~ m p b * ~  

Total. ail Respondents 1 143 1 207 1 304 



VIII. TOTAL COST OF RIS 

Table 59 shows the total cost of risk. defined as the sum of prerr 

rnanagernent and insurance expenses, captive expenses, snd del 

as presented in rhis repon. does not include risk control expend 

In 1990, the total cost of risk, as defined above. everaged S 10.6 

0.288% of assets. For financia1 institutions. the total cost of risk 

1üSü TOTAL i 

Gross Cost o1 Risk 

Gross Cost o1 Rtsk 

$8,776,131.095 

Gioss Cosl of Risk 

S 7,609,790,379 

Gross Cost of Risk 

$229,807,544 

TAILE U 
ST OF RlSK (EXCLUDINO I 

Average 

$10.583.110 

Gross Revenues 

$1.434.836.MK).OOO 

Gioss A r ras  

S2.636.449.DOO.DOO 

Gross Deposits 

1597.824.000.000 

ims, unreirnbursed losses, other risk 

nrnental expenses. The cost of risk, 

ures. 

illion, was 0.61 1% of revenues. and 

ras 0.038% of deposits. 

* 



Table 60 illustrates an alternative measure to the cost of risk: total property and liability premiums plus 

unreimbursed losses. The costs for these components averaged $10.4 million. were 0.593% of 

revenues, 0.281% of assets, and 0.035% of deposits for financia1 institutions. 

TADLE W 
lseO TOTAL PROPERTY ANO LIAüiLiTY PREMIUMS PLUS UNREIMBURÍED LOSSES 

Grors Premium Plus Losses 

$8,797,938,179 

Gross Premium Plus Losses 

$8,513,681,515 

Grosr P ~ e m u m  Plus Losses 

$21 2,556,666 

Aveiage 

110.411.761 

Gross Assets 

$2.636.440.000.000 

Gross Deposits 

$597.824.000.000 

% of Assets 

0.281% 

% of Deposits 

0.035% 

Number of 
Respondents 

845 

808 

689 

56 

Table 61 shows that the average total propeny and liability premium per respondent was $6 million in 

1990. The highest total property and liability premiums paid by any respondent was $441 million, while 

the lowest was $5,000. 

Lowesl Value 

15.000 

Firri Quanile 

11.062.194 

Gioss Ptemium 

$5.019.289.683 

TABLE 61 
1990 TOTAL PROPERTY ANO LIABILIW PREMIUMS 

1 

Average 

$5,918,974 

Highesl Value 

$441,439,909 

Medlan 

$2.470.570 

Number of 
Respondents 

847 

Third Quanile 

$6.039.700 



Again, the lowest value of the cost of risk as e percent of revenues H 

were considered a negative cost of risk. 

iegative since captive profits 

Cost o1 Risk as a Percem o1 Revenues 

1990 -0.435% 0.458% 

Property Premiumr as a Peicenf of Rwanuss 

1990 0.001% 0042% 

Property Prerniums as a Peicsnt of Asssts 

1880 0001% 0.028% 

Ptopr ty  Rsk Financing Corls as a Psicent o l  Rsvenues 

1990 O W4% 0.053% 

Pfoperty Risk Financing Cons as a Percenl of Assets 

1 OW OWl% O 038% 

Property Pismiums as a Percent of lnsured Value 

1990 O.MK)% 0.043% 

Liabilw Premiums as a Percenl of Revenws 

1 OW 0.000% 0.0%% 

Liability Risk Financinp C a t s  as a Percant DI Revsnues 

1 m  O.OO1K 0.1 39% 

Workefs' Compenution Premiums as a Peicsnt DI Revenun 

lo00 0.ooO.h 0.047% 

Worksrs' Compenution Riik FiMncing Coas as a Percenl DI Revenuea 

lo00 O.ooo./ooo./ 0.122% 0.290% 



Table 63 reviews the relationship of organization size and total p r o p e w  and liabiliiy premiums plus 

unreimbursed losses as a percentage of revenues. As evidenced, a clear relationship exists between 

these factors: as revenues increase, premiums plus unreimbursed losses as a percent of revenues 

appear to fall 

Since many responding organizations have accurate records of premiums and losses, but not of other 

types of risk management costs, total prerniums plus unreirnbursed losses as a percentage of revenues 

1s another way 10 examine relative costs of risk. Table 64 presents total property and liability prerniums 

plus unreimbursed losses as a percentage of revenues by industry group classification. The 

transportation service industry had the highest average industrywide cost at 2.75% of revenues. 

according l o  this measure. followed by the health care industry group a1 2.19% of revenues. 

TASLL 0.l 
PROPERn AND L lUlUTT PREMIUMS 

PLUSUNREIMBU~EDLOSSESASAPERCEWOF 
RNENUES SV REVENUE SlZE 

Tables 65 and 66 analyze the total cost of risk (excluding risk control expenditures) by industry group 

relative to revenues and assets. The industry with the highest average total cost of risk as a percentage 

of revenues was transportation sewice. reponing 2.94%. Relative to assets, governmental entities had 

the highest average total cost of risk as a percentage of assets, reporting 1.94%. 

ñovonun 

$30.WO.000 or lsss 

13O.WO.001 lo $100.000.000 

S100.000.001 lo S300.000.WO 

$300,000,001 l o  $1.000.000.000 

$ 1,000,000,001 l o  $3,000.000.000 

3.000.000.001 or higher 

Please note that the column with the lowest values in Tables 65 and 66 contains some negative figures. 

Although it seems illogical for firrns to have a negative cost of risk. these were negative due l o  the 

information we received from cenain respondents reponing gains from their captive programs. 

M n W ot tüüü ñovonua 

8.969% 

4 457% 

1.417% 

1.023% 

O 706% 

0.407% 



1 Mining 6 Energl 

2 Food. Agriculture 

3 Food. Tobacco, Teniles 

4 Construnion 

5 Lurnber. Fuinnure, Packaging 

6 Printing. Publishing 

7 Chemicals. Rubber. Plastic 

8 Piirnaw Metals. Leathei. Stone 

9 Metal PIO~UC~S 

10 Machinew 

11 Electr~cal Eqmt . Instiurnents 

12 Misc Manutacturmg Industries 

13 Tfansporlation Equ~pment 

14 Transponetion Ssrvice 

15 Telecommunications 

16 Elec t r~  Urillfy 

17 Natutal Gas Ulilify 

18 Combination Utilify 

19 Wholesale Trade 

20 Reta11 Trade 

21 Finance.Bank. S6L. Holding Co 

22 Finance-Real Estate. Other 

23 lnsurance 

24 Personal. Business Sewice 

25 Health Cafe 

TOTAL PROPERW AND 

hldlmq OImp 

26 Educational, Nonprofit Institutions I 



Indum Q~wp 

1 Mining 6 Energl 

2 FOOd. AQlICUnUrs 

3 Food. Tobacco. Tsnilss 

4 Conslruaion 

5 Lumber. Furnnuie. Packaging 

6 Piinting. Publishing 

7 Chemicals. Rubber. Plasfic 

8 Primary Metals. Leather, Slone 

9 Metal Produas 

l o  Machinery 

11 Electrical Eqmt.. Instruments 

12 Misc Manufacturing lnduslries 

13 Transponalion Equlpment 

14 Tiansponation Sewice 

15 Telecommunications 

16 Electric UtiIity 

17 Naiural Gas Uiiliry 

18 Combination UtiIiry 

19 Wholesale Trade 

20 Retal Trade 

21 Finance-üank, SbL. Holding Co. 

22 Finance.Real Ertate, Olher 

23 lnsurance 

24 Personal. Busmess Sewice 

25 Heallh Care 

26 Educational. Nonprof'it lnstitutions 

27 Governmental 



TABLE 06 
TOTAL COST OF RISK AS A PERCENT OF 

1 Mining b Energy 

2 Food, Agricukure 

3 Food. Tobacco, Teniles 

4 Conslfuclion 

5 Lurnber. Furniture. Packaging 

8 Piinting. Publtshing 

7 Chernicals. Rubbei. Plastic 

8 P m a w  Metals. Lealher. Stone 

9 Metal Pioducts 

10 Machinew 

11 Elecrrical Eqmt., lnstruments 

12 Mrsc. Manutacturing Indusfries 

13 Transponalion Equiprnent 

14 Transponalion Sewice 

15 Telecornmunications 

16 Electiic Utiltty 

17 Natural Gas Utility 

18 Combination Utiliry 

19 Wholcsale Trade 

20 Retad Trade 

21 Finance-Bank. SbL. Holding Co 

22 Finance-Real Estale. Other 

23 lnsurance 

24 Personal, Business Sewice 

25 Heahh Care 

26 Educational. Nonproln lnstiiut~ons 

27 Gwernmenlal 

NO RISK CONTROL EXPENOIT 



IX. CANADIAN COST OF RISK 

Canadian RlMS rnernbers were identified so their statistics could be cornpiled separately. All previous 

tables in this Suwey include data on Canadian organizations, convened to U.S. dollars. This chapter 

presents Canadian data separately, jn Canadien dollars, for those who wish lo  make Canadian-to- 

Canadian comparisons. 

CANADIAN PROPERN RISK FlNANClNG COSTS 

Table 67 indicates that the 1990 average total property prerniurns plus unreirnbursed losses for Canadian 

organizations were $2.1 million; the costs were 0.127% of revenues and 0.055% of assets 

Gross Prowrty 
Rirk CORS 

Gioss Property 
Risk Cosis 

$195.126.271 

Grosr Proprty 
Risk Cosfs 

1188,774,218 

TA8LE 67 
1- TOTAL CANADiAN PROPEMV RISK FINANCINQ COSTS: 

PREMIUMS PLUS UNREIMIURSED LOSSES - 
Average 

$2.051.965 

Gforr Revenues 

$152.930.054.518 

Gross Asseti 

$338,712,446,351 

Number of 
Respondents 



CANADIAN LlABlLlTY RlSK FINANCING COSTS 

As shown in Table 68, average total Canadian liability risl 

cornpensation, were $1.5 rnillion, and 0.094% of revenues 

cornpensation risk financing costs were $3.4 rnillion, and 0.229 

TABLE U 
reso r o m L  CANADIAN LIABILITV AND WORKERS' COMPENI 

PREMIUMS, UNREIMBURSED LOSSES. AND CLAlY 
ANO REUTED EXPENSES 

LIABILIW: 

Gross Lcabilily 
Risk Cosf 

Gross Liability 
Risk Cost 

WORKERS' 
COMPENSATION: 

Gross WC 
Risk Cost 

$249,366,121 

Gross WC 
Risk Cost 

$248,733,128 

Average 

$1.498.864 

Gross Revenues 

$156,971,349,031 

Average 

$3.41 5.974 

Gross Revenues 

$108.599.930.402 

incing costs. excluding workers' 

rverage total Canadian workers' 

revenues 

)N RISK FINANCING COSTS: 
JUSTMENT FEES 

Revenues 

Revenues 

229% 70 



TOTAL CANADIAN COST OF RISK 

Table 69 documents the total Canadian cost of risk excluding risk control expenditures. The average 

Canadian cost of risk was $6.1 rnillion, 0.388% of revenues, and 0.141% of assets. For financia1 

institutions reporting deposits, cost of risk was 0.014% of deposits 

TABLE U 
1- TOTAL CANADIAN COST OF RISK 

(EXCLUDING RISK CONTROL EXPENDITURES) 

Gross Cos1 01 Risk 

1626,363,925 

Gross Cost of Risk 

S61 1,297,083 

Gross Cost of Risk 

S527.OM.505 

Gross Cost of Risk 

$18.239.762 

Average 

16.081.008 

Gross Revenues 

$157,154,622,413 

Gioss Assels 

S373.Cd7.210.300 

Gross Deposits 

$ l22.O64.725.669 

% of Assels 

O 141% 

% ol Deposits 

O 014% 



X. THE RISK MANAGEI 

The top risk management executive reponed to a variety of 

indicates. 60.48% reponed to the Finance or Treasury func 

CEOIPresident. As reponed in the 1990 Suwey, 59.56% of the 

to the Finance or Treasury function and 9.63% reponed to the ( 

FUNCTIONAL RESPONSIBILITIES 

TAmLE 70 
1Wü TOP RISK MANAGEMENT UCECUIIVE: REPO 

Table 71 depicts the top risk management executive's level of res 

The majority of respondents indicated the top risk managem 

authority as follows: 92.5% for property and liability insurancí 

management; 83.4%for workers'compensation insurance purch; 

claims management; 78.8% for propeny loss prevention; 61.9% 

for selection of brokers and agents; and 46.9% for environmenl 

Function to Which Top Risk 
Menegement Lrmcutive b p o r u  

Not surprisingly. the majority of respondents indicated the top 

responsible for the following: 61.1% for employee benefits - wel 

profit sharing - deferred compensation plans. 

Numimr o 
b w x m d i n  

ganization functions. As Table 70 

m, while 11.12% reponed to the 

k managemenl executives reponed 

1. Finance 297 

2. Treasuv 214 

3 Administration 75 

4 CEO/President M 

5. Legal 62 

6. Human Resources!Perronnel 29 

7. Other 74 

ING RELAtlONSHIP 

Perunt of 

35 15% 

25 33% 

8 88% 

11 12% 

7 2% 

3 43% 

8 76% 

nsibility for various functional areas. 

t executive had general or shared 

urchases; 89.2% for liability claims 

1s; 72.2%for workers'compensation 

employee and public safety; 92.3% 

affairs. 

sk management executive was not 

e plans; and 71.7% for pension and 



T A U t  71 
l S W  TOP RlSK MANAQEMENT UECUllYE: RUPONSIBIUTIES 

Functlorvl h a  amoral s h a d  ksanmrd Ilo( - - Oniv -b* 

Propsny and Liabilm, lnsurance 733 44 59 4 
Purchase 8 7 . m  5.2% 7 0% 5% 

Liabilm, Claims Management Y 6  200 55 35 
65.3% 23.9% 6 6% 4.2% 

Workers' Compensalion lnsurancs 620 63 49 
Pvrchase 75.7% 7 7% 6 0% 10.6% 

Wotkers' Compensation Claims 405 193 63 
Managemsni 48.9% 23.3% 7.6% 20.3% 

Property Loss Preveniion 388 274 127 51 
46.2% 32.6% 15.1% 61% 

Employee'Public Safelv 220 295 168 149 
26.4% 35.5% 20.2% 17.9% 

Environmental Affairs 1 09 279 196 243 
13.2% 33.7% 23.7% 29.4% 

Employee Benetils . Welfaie Planr 129 120 76 510 
154% 14.4% 9 1% 61.1% 

PensioniPiofiI Sharing . Deferrea 87 96 51 593 
Compensat!on Plans 105% 11.6% 6.2% 71.7% 

Securiw 78 158 201 387 
9.5% 19.2% 24.4% 47.0% 

Selecrion of BrokersiAaenIs 702 70 53 12 

HANDLING OF RESPONSIBILITIES 

Table 72 shows where risk management functions are handled within a company. As reponed by 

respondents, 95.2% handle propeny and liability insurance purchase and 93.0% handle the selection 

of brokerslagents within the risk management depanment. Security (86.9%). pensionlprofit sharing. 

deferred compensation plans (85.1%) and employee benefits (80.4%) were most oíten handled by other 

departments. 28.4% use a third pany administrator to handle workers' compensation claims 

management and 19.3% use them l o  handle liability claims management. 



TAILL 7P 
TOP RISK MANAGEMENT EXECUTIVE: HANDLING OF li 

Functional Ama WRhln ñhk Wlth 
finiigmnt &mtl 
mp.r<num mp.n~ 

Properiy and Liabilmy Insuiance 791 32 
Purchase 85.2% 3 0% 

Liabil8ry Clairns Managernenl 529 145 
63.4% 17 4' 

Worka~s' Cornpenralion lnsurance 1 658 / 131 
Purchase 82 1% 16 4O 

Workeis' Cornpensalion Claims 314 284 
Managemeni 37 6% 34 O' 

Propem, Loss Prwention 488 307 
59 2% 37 3. 

ErnployeeiPublic Safary 270 530 
33 5% 65 7' 

Envitonmental Aiiaiis 162 60: 
20 8% 78 2 

1 
Empioyee Benefitr . Wellare Plans 127 63 

16 0% 804 o 3 7% 

EMPLOYMENT STATUS 

Tables 73 and 74 indicate the full-time employrnent status of the tol 

73 shows ernployrnent status by 1990 revenues, while Table 74 S, 

rnanagement executive. Table 

ws it by 1990 cost of risk. 

Table 73 shows a clear relationship befween ernployrnent sta 

respondents reponing revenues greater than $3 billion, 95.8% 

respondent group also reponed a similar relationship between ernl 

(Table 74); al1 respondents (100%) with a cost of risk over $30 m 

JS and organization size. 01 al1 

ad a full-time risk manager. The 

oyrnent status and total cost of risk 

lion had a full-time risk manager. 



TABLE 71 ~ - 

1- TOP RISK IIAWQEMENT EXECUTIVE JOI: 
FULL-TIME STANS BY iew REvEnur SUE 

S300.00O.Wl 10 S1.WO.OM),WO 

S1.000.000.001 l o  S3.MXI.WO.000 

S3.000.OW.001 or higher 

176 
74.57% 

149 
89 75% 

91 
95.78% 

Total. al1 respondents 620 
77.11% 

TABLE 74 
lüüü TOP RlSK MANAGEMENT EXECUTIVE JOB: 

FULL-TIME STATUS BY lSüü COST OF RlSK 

Casi of Risk 

S300.000 or lsss 

13,000,001 l o  S10.000.000 

S10.000.001 l o  S30.000.000 

S30.000.001 or higher 

Full-Timm 

4 
71 05% 

258 
86 28% 

131 
91 60% 

61 
100.00% 



XI. USE OF INSURANCE BROKERSI 

NUMBER OF INSURANCE BROKERSIAGENTS USED 

Table 75 shows the number of insurance brokerslagents used by SI 

revenues. The majority of respondents, 77.2%, used between one 

Only 0.1% of the respondents reponed using no insurance brokers 

in 1989. 

TABLE 76 
NUMBER OF INSURANCE BROKERSIAGEW' 

PROFILE BY 1- REVENUE SlZE 

N u m b r  of I i u u r i n u  D 

bmiua Nona Ona Two i h r r  Fo 

S30.000.000 or less O 13 19 9 3 

.O% 25.5% 37.3% 17.6% 5.9 

S30.0OO.Wl lo $100,000.000 O 28 36 20 1 

0% 29.8% 38.3% 21.3% 7.1 

$100.000.W1 lo S300.000.000 O 58 44 29 11  

0% 354% 268% 17.7% 6.1 

$300.000.001 lo 1 71 71 54 21 
$l.OW.000.000 

4% 30 0% 30.0% 22.8% 8.1 

higher 
.O% 63% 274% 263% 161 

Total Rer~ondentr in Each 1 1 1 208 1 238 1 178 1 7' 

GENTS 

vey respondents, profiled by 1990 

nd three insurance brokerslagents. 

agents in 1990 compared to 2.4% 

kan/Agant. U n d  

7 8% 2 0% 3 9% 



BROKEWAGENT COMPENSATION 

Table 76 provides the brokerlagent com pensation as a ir property insurance, 

liability insurance. workers' cornpensation, and other insurance coverages. For both property and 

liability insurance, the rnajority of respondents, 56.8% and 53.6%. respectively, paid cornpensation 

between 6% and 10% of prerniums to  brokerslagents. 

4 8% 19 8% 53.6% 20.9% 

Woikers' Compensation 42 115 1 34 32 

TABLt 7 6  
1990 BROKEIVAOENT COMPENSATION 

*maim of bmpenution: Perunt  of Premium 

Table 77 shows the method of compensation for brokerstagents by type of coverage. The most 

0V.r 2wi 

Olher 

frequently cited response. for each line of coverage, for method of brokerlagent compensation was 

&u 
thin 3% 

straight cornmission 

6% to 10% 3% 10 S% 

12 9% 

8 

7.1% 

11% 10 20% 

35.3% 

17 

15.2% 

41.1% 

62 

55 4% 

9 8% 

23 

20.5% 

9% 

2 

1 8% 



Tab le  78 s h o w s  how agents lb rokers  are typical ly  cornpensa led  

selection, r isk analysis, annua l  loss  projecl ions.  p rope r t y  e x p o s t  

in forrnat ion sys iems.  For  so rne  respondents,  these serv ices w e r e  I 

m o s t  no tab ly ,  65.1% of responden ts  did n o t  rece ive  risk rnanagen  

agent lbroker.  

TABLE 76 
(990 BROKENAQENT COMPENSATI( 

SERVICCS SUPPLIED FOR COMPENSA' 

lnsurance Plscement 576 252 
W.9% 30.1 % 

Retention Selection 345 157 
42.8% 19.5% 

Risk Analysis 360 204 
4 5 %  25 2% 

Annual Losr Piojection 256 168 
32.0% 21.0% 

Risk Managemenr Informalion 

48.0% 50 0% 

M: 
ION 



METHODOLOGY 

The information presented in the 1991 Cost of Risk Survey repon was gathered f rom the 847 usable 

responses (20%) to the 4.200 questionnaires mailed in May of 1991 to  RIMS'first deputy members. The 

1991 Survey questionnaire was presented in five pans t o  address the diverse allocation of risk 

managernent responsibilities within responden1 organizations; additional questions regarding the use 

of insurance brokers, insurance companies. etc. were asked; in most cases the Survey requested only 

one year of data. 

All completed questionnaires were reviewed for accuracy. Tillinghast conducted telephone andlor 

wrinen follow-up with approximately 60% of the respondents in order to  clarify and verify responses. 

The confidentiality of al1 panicipants has been strictly maintained. All Surveys were destroyed by RlMS 

after tabulation. 

The questionnaire and al1 instructions are included as Appendix B. When reading sections, it rnay be 

useful to refer to this Appendix to identify what is included in the data presented. 

USING THE 1991 COST OF RlSK SURVEY 

We believe that the 1991 Cost of Rfsk Survey documents the costs of risk for the 27 industry groups 

examined. However. there are three cautions to be noted in using this study: 

1.  The 1991 Cosr o f  Rkk  Survey is a stand-alone study that does not update pasi surveys. Sorne 

but no1 al1 of the respondents to the 1991 Survey rnay have participated in earlier surveys. In 

addition, survey questions have changed from survey to survey and may not be comparable. 

2.  A high cost of risk does no1 necessarily indicate that a poor job has been done. Rather, it could 

reflect a superior job in idenlifying, treating. and accounting for the cost of al1 exposures facing 

the organizaiion. It may also represent the results of a superior effon of purchasing high limits 

of cover with broad terrns and condiiions. 



3. Likewise, a low cost of risk is no1 proof of superior risk man 

How then should the reader use the 1991 Cost of Risk S u w e ~ ?  Fir! 

a method for categorizing various risk and insurance costs. Second. ii 

which an organization's cost of risk can be compared to  similar org. 

COMMENT ON DATA REPORTlNG 

1990 Data. Respondents were asked to provide premiums, ded 

insurance coverages, on a calendar year basis. For those 

calendar year, we requested respondents l o  calculate the cost for 1 

gernent performance. 

, in its simples1 form. it provides 

:an serve as a benchmark against 

iizations. 

ctibles. and Iimits for their 1990 

iot corresponding with the 1990 

1 1990 calendar year or l o  assign 

r 

e 

Riak Control Costs. Risk control expenditures were no1 requeste on the 1991 survey questionnaire. 

Therefore, risk control expenditures have been excluded from the ata presented in this repon. 

the cost l o  the year in which the policy year ends (e.g.. an October 

would be a 1990 policy). 

1989 Data. Some results from the 1990 Cost of Risk Survey (which 

within this repon. 

Self-lnsured, Self-Retained, or Self-Assumed Loss Costs. ile we received a greater number 

of usable responses 10 this pan  of the 1991 S u ~ e y .  compared previous anempts, some of the 

responses were still incomplete. In some cases. respondents we able 10 provide any information, 

or only tracked aggregate annual payments. We found rhat s of the respondents still do not 

maintain detailed records of their self-assumed losses or admini 

' ,  1989-September 30, 1990 policy 

collected 1989 data) are presented 

costs may not be known for many years. This can lead 10 the un1 

As r e s e ~ i n g  practices vary among claims managers, care must be 

for analysis and comparison. 

We requested self-assumed liability loss costs for 1990. Liability ms pay out over time. and the final 

Administrative Costs. While we asked for the total risk manag 

al1 administrative costs, wages, salaries, bonuses. allocated an 

respondents provided only 'direct salary' expenses. 

or overestimation of total losses. 

ercised when using these numbers 

nent  depanment budget. including 

fixed overhead costs, etc., many 



Proporty Vduation and Pramiums. Property premiums were not perfectly comparable since some 

organizations reporied property insurance values on the basis of replacement cost, whereas others used 

actual cash value or other methods of valuation. Also, some organizations insured only against fire and 

extended perils, while others insured on a broader basis. 

Liability Inaurance Costs. Come respondents purchased loss-sensitive insurance programs, e.g., paid 

loss retrospectively rated programs. In these instances. respondents often were unable to  provide a 

reasonable estimate of the ultimate cost of the programs. In these instances we relied on proxies such 

as standard premium. 

INTERPRETING THE RESULTS 

Throughout this report. six statistical terms are used. The 'Lowest Value' and 'Highest Value' numbers 

refer to the responses which represented the lowest and highest figures. The 'Median' is the figure at 

which one-half of the responses had a lower value and one-half had a higher value. 

The 'First and Third Quartile' numbers are those at which one-quarter of the responses are below and 

above that figure. respectively. The 'Industrywide Cost of Risk' number represents the sum of the costs 

for a given industry group divided by the sum of. in most instances. the total revenues or assets for that 

industry group. 

For ease of use, self-insured losses are referred to  as uninsured losses except where such funding 

techniques are commonly referred to as 'self-insurance,' such as in workers' compensation. 



APPENDIX B: COST OF RlSK QUEI 

1991 Cost of Risk Sur 

PART 1: DEMOGRAPHIC AND ADMINISTRA 

Organization Domicile (please check one): 

O A.  U.S. based cornpany or organization. 
il B. Canadian based company or organization. If Cané 

in: Canadian dollars 3 U.S. dollars 3 
O C. Other (please specify): 

Industry 

As we are trying to determine where your rnajor exposures 
Standard Industrial Classification (SIC) code (from the 
representative of your prirnary activity as deterrnined by thi 
or handled, or service rendered. (This will be !he industry 
included within.) 

Prirnary Standard Industrial Classilication code 

Please provide a one to three-word description oí your 
prirnary care hospital, commercial bank, clothing retailer. etc 

Prirnary industry or sewice: 

Risk Managementllnsurance Department 

Number of employees in department in 1990. lnclude bo 
sorne reswnsibilities unrelated to risk/insurance rnanagei 
spent on maners relating to risklinsurance rnanagernes. 
who spends one-halí tirne on risk managernent would be in~  

A.  Proíessional Staff 

B. Clerical Staíf 

C. Total 

Total risk management deparlrnent budget. including al1 
bonuses. allocated and fixed overhead costs, staff trair 
& a s e  DO NOT !N- - 
Total Departmental Budget 8 

Is the top risk management job a full-time position? 

IONNAIRE 

eY 

/E INFORMA TlON 

m ,  please indicate if responses are 

?. please provide the prirnary 4-digit 
t on the opposite page) which IS 

roduct, group of products produced 
3up your organization's data will be 

ganization's prirnary íunction. e g 

full-tlrne ernployees and those with 
nt by indicating the fraction oí tirne 
or exarnple. an Assistant Treasurer 
ated as "O 5" ) 

ministrative costs. wages. salaries. 
g. dues, travel. subscriptions. etc. 
p 

Ves O No 3 



3.4.A Does the top risk management executive have direct budgetary responsibiliy tor the items listed 
below? (Please wr'ie in the lefferof the most accurate description in column A.) 

a = general author'iy 
b = shared authority (with another depariment or tunction) 
c = recommend only 
d = no1 responsible 

3.4.B Are these tunctions handled within the risk managemenVinsurance depaitment? 

How Handled? 
Wilhin BY a 

Functlon 
A. Property 8 liability insurance purchase 

B .  Liabilrty claims management 

C. Workers' compensation insurance purchase 

D. Workers' compensation claims management 

E. Property loss prevention 

F. Employee:pubiic safety 

G. Environmental affairs 

H Security 

l. Selection of brokersiagents 

J. Employee benefits - welfare plans 

K .  Pensionlprofit sharing. qualitiedlregislered 
deferred compensation plans 

L. Other, 

Respon- 
w 

Within 
Ehu2m 
O 
O 
O 
O 
O 

3.5 Function to which the top risk management executive reports: (please check one) 

3 A. Treasury - 
J B. Legal 
O C Finance 
O D. CEOiPresident 
3 E. Administraiion 
C )  F. Human Resources/Personnel 
9 G Other (please specity): 

4 . 0  Use ot lnsurance AgenciesIBrokerage Firrns 

4 1 Wtth how many insurance agencieslbrokerage firms does your organization work? 



4.2 How are your agencies/brokerage lirrns cornpensated : 
compensation represent? 

Straight . . Negotiate 
CommissionCommissii 

A. Propeny Insurance O O 

B. Liabilrty lnsurance O O 

C. Workers' Compensation O 0 

D. Other: O O 

4.3 How is your agenmroker cornpensated lor these se~ices? ( 

A .  Insurance placement 

B. Retention selection 

C. Risk anaiysis 

D. Annual loss projection 

E. Property exposure survey 

lncluded I 
Commissic 

F. Risk managernent inforrnation systems O 

G. Other: O 

5 .0  Fees to Outside Service Providers 

Please indicate 1990 lees you paid lor risk management inlc 
brokerage sewices (not included in premium), and risk mana 
pedorrn audits or reviews o1 your insurance and safety progl 

5.1 Brokerslagents' fees not included in premium 

5.2 Outside consulting lees 

5.3 Miscellaneous other costs, such as risk management 
inlormation systems 

1 what % of prerniurn does their 

Fee lor % of 
smlGe I2tmlua 

?ase check al1 that applyl 

Fee lor Not 
smlGe Provided 

iation systerns, casualty actuaries, 
mentor insurance consultants who 
ns. sell-insurance studies. etc. pp 



Rlsk Financlng 

How do you finance your general liability, auto liabilily and workers' compensation programs? 
(please check al1 that apply) 

General Auto Workers' 
Liability Liabiliy Compensation 

Fixed Cost Program O O O 
lncurred Loss Retrospectively Rated Plan O O P 
Paid Loss Retrospectively Rated Plan 0 O O 
Deductible Program O a O 
Pooling Arrangement O 0 0 
Captive lnsurer 3 O O 
Purchasing Group 3 3 O 
Risk Retention Group 3 O O 
Qualiiied Set-lnsurance Program 3 a O 
Dividend Program Ll 9 a 

1990 Cornpany Data 

Thls informatlon, partlcularly revenues, Is necessary for survey compllatlon. If actual 
data cannot be supplled, please provlde estlmates. 

7 1 Please check one box in Col. A and indicate corresponding figure in Col. B 

Total 1990 worldwide 1 revenues 
3 gross sales 
2 budget (11 unir o! gov?. 

non-proht org . university, etc) 

7 2 Deposas (if a banklng organization) 

7 3 Total year-end assets (from financia1 statement) 

7.4 Is your organization privately held? 3 Privately held 
2 Not privately held 

7 5 Total 1990 year-end number of employees in your organization (include both full-time and part- 
time employees, if your business is seasonal. provide the average number of employees): 

U.S. Canadian Other Total 



PART 11: PROPERTV AND LIABILITY 

Property lnsurance Prograrn 

We are trying to determine your organization's total 199 
inlernational and domestic. as well as your insured valut 
captives and risk shanng pools. 

Property Coverage (check al1 that apply) 

A. Property Coverage is primanly: 
O (1) All risk 
O (2) Fire 
o (3) DIC 

(4) EC only 
O (5) Speclied perils 

C Predominan1 Property Valuation Bass 
2 (1) Replacement Cost 
3 (2) Actual Cash Value (ACV) 
O (3) Other (please specify): 

1990 Property Premiums, lnsured Values, Lirnlls (Please 1 
policy is written on a blanket basis where sub-components 
lis! the insured value on line A. 1 only.) 

Pro~ertv darnaae . . 
Business interniption (Bl) 
O included in A.l  
Extra expense (€E) 
3 included in A.1 
Flood 
3 included in A.l 
Earthquake, excluding CA 
O included in A.1 
Boiler and machinery 
dired damage, BI. and EE 
O included in A.l 
Fidelitylcrirne insurance 
Financia1 institutions 
blanket bond 
Callornia earthquake 
InlandIOcean Manne 
Other property: 

Coverage 
Not 

Purchased 

O 
P 

a 
P 

P 
a 

P 
P 

P 
O 

Total Premlums (sum of A.l through G) 

ISURANCE 

xopefty insurance premium, both 
Please include premiums paid to 

?fty limit is set: 
1) Blanket basis 
!) Speclied per loss 
5) Olher 

3kdown premium components. lf a 
? not separately identifiable. please 



9.0 Liability lnsurance Program 
m 

We are trying to determine the ultimate cost of your organization's total 1990 liability insurance premium 
(exduding workers' compensation) as well as the limits. Please include premiums for guaranteed cost 

I 
programs. estimated ultimate retrospectively rated program wst. and for captives and nsk sharing pools. 

Coveraae I 
Primary general, auto 
and. fl included in 

O O 
policy. products 
1 includes product liability 

Excess general. auto 
and. fl included in 

O 

policies. produds 
1 lncludes product liability 

Umbrella O 
First a 
Second O 
All other 
excess 

O 

Produd liability if a 
separate policy is 
purchased (including O 0 
excess) 

Product type 
{e g aircraft products) 

Professional Iiabilny 
if a separate policy is 
purchased (including O O 
excess) 

Professional coverage: 
(e g medicai malpractice) 

Directors' 8 otficers' 
Iiahility 

O O 
Environmental impairment O O 

liabil~ty 
FiduciarylERISA liability 0 O 
Owned 8 non-owned O O 

aircraft Iiabiiiiy 

Other liability: 

Total Prernlums (sum of A through I) 



10.0 Workers' Compensation lnsurance Progre 

We are trying to determine the ultimate cost of your organization'i 
program as well as your predominant per occurrence deductible or re 
guaranteed cost programs. estimated utimate retrospedively rated p 
premiums for captives. 

10.1 Workers' compensationlemployers liabiltly premiums. 
including cost of leners of credit, excess workers' 
compensalion premiums. and bonds for seH-insurers 

10.2 Payments lo state funds 

10.3 Payments lo Canadian provincial workers' cornpensation boa 

10 .4  Total Premlums & Payments 

11 .O Self-Assumed Workers' Compensation Lo 

We are trying to determine what portion of your workers' compensa 
insured. This reflects costs for losses which actually occurred in 19 
been reported or the costs have been paid. For your convenience, 
their lhree components - amounts already paid, outstanding rece 
you expect lo pay in the future), and estimated incurred-but-not-repo 
occurred in that year. 

No Self- 
Assumed 
lpss 

1 1 .1 1990 self-assumed P S 4 
workers' comp. losses 

1 1.2 Claims adjustment fees and other $ 
expenses (interna1 and external) 
no1 included above 

11.3 Total Losses & Fees $ 9 

1 1.4 Do you keep records on self-assumed workers' compensatio 

11.5 Predominant 1990 workers' compensation per occurrence rí 
program is fixed cost, please wríte "fixed wst. ") 

990 total workers' compensation 
tion. Please include prerniums for 
ram cost for the accident year and 

i losses are self-assumed or seti- 
- whether or not the losses have 
? have separated these costs into 
S (amounts on known claims that 
i (IBNR) amounts on clairns which 

sses? O Records kept 
9 No records kepl 

ition or deductible: (If your 



12 .0  Property 

Please specify or estimate the dollar amount of self-assumed or selt-insured propefly losses experienced 
by your company in 1990. This could include losses within property program deductibles and auto 
physical damage losses. These should be bsses which are otherwise insurable and should exclude 
ordinary business expenses (e.9. inventofy shrinkage). 

1 2.1 Total 1990 Selt-Assumed Properly Losses S 

12.2 Do you keep records on seH-assumed propeity losses? Q Records kept 
No records kept 

12.3 Predominant 1990 propeity retention or deductible S 

13.0  Liability 

We are trying to determine what portion of your total liability costs are self-insured or self-assumed. This 
reflects costs tor losses which actually occurred in 1990 - whether or not the losses have been reponed 
or the costs have been paid. For your convenience, we have separated these costs into their three 
cornponents - amounts already paid on losses which occurred in that year. outstanding reserves 
(amounts on known claims that you expect to pay in the future) on claims which occurred in that year, and 
estirnated incurred-but-not-reponed (IBNR) arnounts tor these claims. 

NOTE: The cost of any unrecovered products-recall expense should be included in your answer to 
question B. EEO and EPA suits and settlements not covered by insurance should be included in your 
response to questions C and D. 

13 1 1990 Selí.Assumed Liability Losses 

No SeH- 
Assumed Reserved IBNR 
lQss Amounls Amounts 

General and auto liability 3 $ $ $ 

Produd liability 3 $ $ $ 

I 
Professional liability 3 $ $ $ 

Other liability iosses 3 $ $ $ 

Ciaims adjustment fees and other $ 
expenses, including legal costs, no1 
included above. 

Total Losses 6 Fees $ $ $ m - 
13 2 Do you keep records on se#-assumed liabilrty losses? a Records kept 

3 NO records kept 

13 3 Predominant 1990 general liability policy retention or deductible $ 



14.0 Slngle-Parent Captlve Insurers 

In question 14.1 we are trying lo  evaluate the net cost or benefit 01 
wmpany if applicable. The to the 
Thus, we are trying to determine the extra cost (loss) o1 benefit (ir 
program. These arnounts include both undenvriiing and investmen 
risks and are M o r e  income taxes. 

14.1  Captive insurance company's profit or loss 

OGRAM 

iny wholly-owned captive insurance 

m e )  01 your organization's captive 
ncome and are related to your own 

990 

Jet Profit 

det Loss 



APPENDIX C: APPLICABLE STANDARD INDUSTAIAL CUSSlFlCATlON CODES 

Cost of Rlsk 

1 Mining 8 Energy 

2 Food, Agriculture 

3 Food. Tobacco. Textiles 
(Manufaduring) 

4 Const~ction - Building. 
Heavy, Special 

5 Lurnber, Furniture. Packaging 

6 Printing. Publishing 

7 Chernicals. Rubber, Plastic 

8 Prirnary Metals, Leather, Stone 

9 Metal Products 

10 Machinery 

1 1 Electrical Equiprnent. 
Instrurnents 

12 Misc. Manufacturing Industries 

13 Transportation Equipment 

Metal Mining 
Coal Minirg 
Oil and Gas Extraaion 
Mining and Quanying of Nonrnetallic Minerals, except Fuels 
Petmleum Retining and Related lndustries 
Pipelines, except Natural Gas 

Agricunural Production - Cmps 
Agricultura1 Production - Livestock 
Agricunural Sewices 
Forestry 
Fishing. Hunting. and Trapping 

Food and Kindred Products 
Tobacco Produds 
Textile Mill Products 
Apparel and Other Textile Produds 

Building Construction - General Contractors and Operative Builders 
Heavy Construction other than Building Construction; Contractors 
Construction - Special Trade Contractors 

Lumber and Wood Products, except Furniture 
Furniture and Fixtures 
Paper and Allied Produds 

Printing. Publishing and Allied lndustries 

Chemicals and Allied Products (includes Pharrnaceuticals) 
Rubber and Miscellaneous Plastic Products 

Leather and Leather Products 
Stone, Clay, Glass and Concrete Products 
Primary Metal lndustries 

Fabricated Metal Products. except Machinery and Transpoitation 
Equiprnent 

Industrial and Cornmercial Machinery and Cornpiter Equiprnent 

Electronic and Oiher Electrical Equiprnent and Cornponents. except 
Cornputer Equiprnent 
Measuring. Analyzing and Controliing Instrurnents: Photographic. 
Medical, and Optical Goods: Watches and Clocks 

Miscellaneous Manufacturing lndustries 

Transportation Equiprnent 



14 Transportation Sewice 

15 Telecommunications 

16 Electric Uility 

17 Natural Gas Uiiliiy 

18 Combination Utility 

19 Wholesale Trade 

20 Retail Trade 

2 1 Finance - Bank. SBL. 
Holding Companies 

22  Finance - Real Estate. Other 

23 lnsurance 

24 Personal, Business Sewice 

25 Heatlh Care 

Railmad Transporiatio 
Local and Subuhan T sil 8 Intewrban Hwy. Passenger Transp 
Motor Freight Trans ion and Warehousing 
Water Transporiation 
Transportation by Air 
Transportation Sewices 

Communications. ~ e l e ~ l o n e ,  Radio and TV Broadcasting. etc 

Electric Utilties 1 
Gas Production and Dist ibution 1 
Combined Electric and 
Al1 üther Uiliies 

Wholesale Trade - 
Wholesale Trade - 

Building Materials, H . Garden Supply, Mobile Home Dealers 
General Merchandis 
Food Stores 
Automotive Dealers ne Service Stations 
Apparel and Accesso 
Home Furniture, Fur nd Equipment Stores 
Eating and Dnnking Plac 
Miscellaneous Retai 

Depository lnstitutions 
Nondepository Credit Ins 
Holding and Other lnvest 

Security and Commodty rokers, Dealers. Exchanges and Se~ices 
Real Estate t 
lnsurance Caniers 
lnsurance Agents. Broker 

Hotels. Rooming Houses, Carnps and Olher Lodging Places 
Personal Cervices I 
Business Services 
Auto Repair. Sewices and 
Miscellaneous Repair Se 
Motion Pictures 

Legal Se~ ices  

i 
Amusement and Recreatic 

Engineering, Accounting, i 
Sewices, Not Elsewhere C 

Heallh Sewices, Hospitals 

irking 
?S 

Sewices 

search. Mgmt. and Related Services 
jsitied 

linics, Labs, Nuning Homes, etc. 



8200 Educstbnal Servim, Unhrenities, Cchook, Libraties, etc. 
8300 Sodal Seivices, Daycare, Residetial Care, etc. 
8400 Museums, Ad Galeties and Botanical and Zoologii Gardens 
8600 Membenhip Oganisatbm 

4300 United States Postal Service 
8940 Munkipalhies 
8950 Chies 
8960 Counties 
8970 States 





MAP 80-COS-COS 


