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The captive market in 2022

The past two years have seen a phenomenal increase 
in the rate of growth for captive formations, peaking 
in the fourth quarter of 2020, but with growth 
remaining strong throughout 2021 and 2022 also.

According to a presentation by Marsh Captive 
Solutions1, recent growth in new captive formations 
is comparable to that seen during the hard insurance 
market of the 1980s. Around 200 new captives were 
formed in 2020 and 2021 – equivalent to around 
$3.4bn in captive insurance premiums. 

Over the last two years, the worldwide Covid 
pandemic, combined with a challenging insurance 
market for conventional risk transfer, has presented 
some of the most complex challenges to risk 
managers for a generation. 

As risk managers look to utilize every solution 
available to address these unprecedented challenges, 
captives have become an increasingly valuable risk 
financing tool to more organizations than ever before. 

This rate of growth is expected to continue for the 
remainder of 2022, and into 2023, with captive 
managers in receipt of a continual flow of captive 
enquiries and feasibility studies.

Captive formations are typically a trailing indicator 
of a hard market, but the current increase in activity 
is also indicative of continuing economic volatility 
combined with a growing awareness among  
corporate insureds of what captive insurance 
companies are and how they can be used.

The profile of captive ownership is changing, with a 
diverse range of companies choosing to set them up 
– either as means of reducing insurance costs and the 
impact of market volatility, or to supply capacity for 
classes of business such as professional indemnity 
where insureds are struggling to secure coverage 
from the commercial market. Over a third (36%) of 
the captive formations Marsh referenced in its recent 
webinar were companies with less than $500mn in 
annual revenue. 

1 2022 Captive Landscape webinar | Marsh Captive Solutions

A notable feature of this growth trend is the rise  
in non-traditional coverages that are now being 
written by captive insurers, with risks such as  
third-party business (e.g., contractor / vendor 
programs, extended warranties etc), terrorism,  
cyber liability, business interruption and directors’  
and officers’ (D&O) liability being covered by  
captive programs.

Captives are also being set up to not just place such 
risks but are also being used to deliver additional 
capacity to boost excess programme limits when the 
conventional markets cannot deliver.

The maturing managing general agent (MGA) and 
insurtech sectors are also turning to captives as 
a means of both boosting capacity and improving 
profit margins. Given that MGAs / insurtechs typically 
work with fronting carriers and that captives are 
one of the few vehicles that can be used to reinsure 
fronting arrangements, captive ownership has proved 
beneficial to MGAs wanting to secure a competitive 
edge over rivals.

Whereas the captive market in the past was 
dominated by single parent structures, the relative 
ease and lower cost of forming a cell captive has 
seen this sector grow significantly, with property, 
professional liability and general liability some  
of the leading coverages written by recently formed 
cell companies. 

Speed to market appears to be a major driver, as 
the continuing hard market in commercial insurance 
is driving cell formations ahead of insureds’ next 
renewal period, in a time frame that would be more 
difficult to achieve with a full captive.

New captive formations are being seen across most 
captive domiciles globally, driven predominantly by 
North American parent companies but also with 
significant growth among parents from Australia and 
the Asia Pacific region.
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According to Marsh, the largest proportion  
of new captive formations seen in the past  
24 months by the industry has been for financial 
institutions, with companies in the healthcare  
sector also comprised a significant proportion  
of new captive parents.

As the captive market continues to expand, with 
the potential for growth in existing coverages and 
new lines of business such as employee benefits, 
third party business and emerging risks associated 
with ESG strategies, the captive claims landscape 
will become ever more active and complex, driving 
appetite from captive managers to partner with global 
claims services firms that can deliver third party 
claims expertise.

The golden rules of captive claims 
management for global corporate companies

What are the essentials of captive claims 
management for global corporate companies?  
How do we reach a single version of the truth to 
proactively manage claims? For global corporates 
running worldwide captive programs, the key to 
successful claims management is in the timely 
collection of accurate data, pursuit of recoveries  
and ultimately the protection of businesses and 
brands, says Benedict Burke, chief client officer, 
Global Client Development, Crawford & Company. 

With every passing year the actions of captive 
insurers behind global brands become increasingly 
influential. Insights established from their acquisition 
of claims data over time means that subtle changes to 
an organization’s risk profile can be made, helping to 
reduce exposures through targeted mitigations and 
allowing the business to move with the times.

However, as businesses expand into new territories 
and jurisdictions, new risks in relation to compliance 
and claims management issues emerge. Global 
brands and their captive operations must therefore 
evolve in their approach to claims handling to meet 
these risks head on.

“Over the last two years, the worldwide Covid pandemic,  
combined with challenging insurance market for conventional  
risk transfer, has presented some of the most complex challenges  
to risk managers for a generation.”
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First notification of loss

Pursuing recoveries

In order to remain ahead of the curve, captive 
managers are increasingly looking to third party 
administrators to support them with data collection 
at first notification of loss. Collecting information as 
quickly as possible after an incident has occurred 
means that data can be aggregated and leveraged to 
make strategic decisions, helping risk managers to 
reach that elusive single version of the truth.  
Of course, no system is perfect, but without a 
uniform and systematic approach the process will be 
dangerously flawed and the ability to defend claims 
rendered much weaker.

For example, with the correct training, a local 
manager should be able to submit claims information 
via digital channels and upload data to a corporate 
intranet. Bespoke fields can be created as part of this 
digital submission process to ensure the company’s 
objectives are reflected accurately.  

Many corporates have exposures that require a 
concerted effort to recover costs from third parties 
via subrogation. This is particularly true of industries 
like oil and gas companies whose fuel forecourts are 
a magnet for incidents like vehicles colliding with 
pumps and other infrastructure, or vehicles moving 
while still connected to the pumps.

There might be a concerted effort by the corporate 
which owns the captive, to reduce the number of 
personal injury claims being brought against the 
brand by members of the public, and as such the 
data capture needs to incorporate fields relating to 
the evidence required in settling and defending such 
claims. For example, where did the incident occur? 
Were there any witnesses? What were the precise 
circumstances? If the claim was notified after the 
incident, how long afterwards and by what method  
did this take place? 

If a corporate risk manager or claims handling team is 
obliged to ‘chase’ this kind of information, it can have 
a highly negative impact on captive claims outcomes. 
Associated costs for investigation can accumulate 
and leave the captive owners with little choice but 
to consider the economics and settle claims on the 
balance of probabilities. This raises additional risks, 
including the potential for fraud and exaggeration if 
an organisation appears to be a ‘soft touch’ for injury 
claims. The key is always to put forward your best 
defence by collecting evidence at the scene.

Thankfully, the benefits of active risk management  
in this particular industry are self-evident.  
Fuel companies have led the way in delivering data 
through evidence gathering tools such as CCTV and 
automatic number plate recognition. At the same 
time, where evidence of claim-worthy damage from 
these sources is less than incontrovertible, local 
management of forecourts should continue to receive 
training on how to submit information and capture 
claims as soon as is practical. 
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Your customers, your risk

React fast

Reputation is central to every brand’s success.  
A survey by Forbes magazine revealed that CEOs 
calculate as much as 40 percent of their asset  
value is locked into their brand. The actions of  
a captive insurance operation which has a 
 customer-facing role is therefore of key  
importance as an extension to that brand.

In view of this, captives should be considering the 
customer journey when they settle claims made 
against them, particularly when a third-party 
administrator (TPA) is acting on their behalf.  
For example, does the corporate provide authorisation 
for the TPA to use assets that are unique to that 
particular brand as a means of compensating people 
in addition to a financial settlement?  

For many captives, the number one priority is to 
act quickly in the event that a situation may be in 
danger of getting out of control. This is particularly 
true of corporates whose goods have a high degree 
of vulnerability to product recalls. Pharmaceutical 
industry clients have developed sophisticated 
procedures supported by their captive insurance 
program with an integrated and well-defined claims 
management operation. 

If the claimant is a guest or a paying customer of the 
corporate, then they clearly wanted to form some 
kind of association with the brand before the loss that 
prompted their claim. Equipping your claims teams 
with benefits, goods or services associated with that 
brand can help to rebuild that association and can 
really enhance the claims journey for everyone.

Another key aspect of that journey is delivered by the 
treasury management function. Paying claims in a 
local currency may seem like an obvious choice, but 
it can be difficult to implement in a consistent way 
across the globe, unless your TPA has an escrow 
account which can be audited and authorised for the 
payment of claims and disbursements, and which is 
aided by technology to help manage multi-territory 
currency transactions.

These can include instant alerts to mobilise key 
members of management as a potential recall 
situation escalates. When a particular product 
generates losses somewhere in the world, 
management can make decisions as the situation 
unfolds, as long as the data capture from each 
country or jurisdiction is presented in a uniform way. 
This process can represent the difference between 
instigating a recall at the behest of a diligent regulator, 
or withdrawing a product from circulation before any 
brand damage is incurred.

“Reputation is central to every brand’s success. A survey by Forbes 
magazine revealed that CEOs calculate as much as 40 percent of 
their asset value is locked into their brand.”
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Building resilience
Crisis management and business continuity are  
also increasingly a part of the TPA’s responsibilities. 
As a result, claims firms are obliged to stay abreast 
of the latest regulations, as would any insurer with an 
exposure to new rules that compel the insured to act 
in the event of a breach of regulations. 

For example, this can be particularly important 
in a product recall situation or increasingly in the 
event of a data breach following cyber-attack. In 
the latter situation, the adoption of the EU General 
Data Protection Regulations (GDPR) in 2016, and 
its implementation in 2018, introduced one of the 
toughest data privacy and security laws in the world. 

Under GDPR, data controllers such as brands have 
an obligation to inform customers as soon as possible 
whether or not their data has been compromised, 
while informing the relevant data protection authority 
within 72 hours of a breach occurring. Failure to 
comply with the regulations can result in hefty 
regulatory fines and leave brands open to legal action 
by customers whose data has been compromised.

This obligation has raised question marks about the 
ability of companies to find the source of a problem 
within 72 hours, let alone tell millions of customers 
that they could be affected. Nevertheless, the 
experiences of major retail brands in the US show 
that the consequences can be severe for brands who 
either fail to notice that a breach has occurred and/or 
inform their clients in a timely fashion. 

Another example is the D&O liability market,  
where premium rates hardened steeply  between 
2019 and 2021, on the back of increased claims 
activity, driven by multiple factors including COVID-19, 
cyber security issues, and a rise in activist investors. 
In the future, issues around brands’ ESG strategies 
and regulatory obligations are widely expected to be a 
driver of D&O claims.

With a recent change in Delaware corporate law 
enabling captive insurance to write Side A coverage 
for D&O policies, insureds who have routinely faced 
50 percent+ increases in rates online are increasingly 
looking at options in the captive market to secure 
D&O coverage.

Issues such as these are at the forefront of thinking 
for TPAs who need to work globally with captives 
and their parent companies while staying ahead of 
regulatory issues which dictate how claims should 
be handled. With many of the industries that are 
vulnerable to incidents such as product recall events, 
cyber breaches, or securities class actions now 
featuring a high proportion of captive owners it is 
surely time to start discussing the practicalities of 
how captives should respond to claims arising from 
such events. 
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The 10 golden rules of  
captive claims management

1. Set up your claims management program in clear alignment with your risk retention and 
placement strategy liaising with your Insurer, Broker and chosen TPA.

2. Ensure you comply with claims handling and settlement compliance regimes globally.

3. Collect a broad range of bespoke data at point of loss, insured or not insured.

4. Manage claims appropriately to support your brand and wider business reputation.

5. Subrogate and manage cost of risk efficiently with an evidenced based approach.

6. Aggregate loss and treasury data globally and agree beforehand one version of the  
truth with your brokers and insurers.

7. Utilise your data to model and manage total cost of risk and to inform your  
captive actuarial process.

8. Have pre-loss plans to respond to potential crisis scenarios.

9. Understand how your program will perform in the event of a significant incident,  
insured or not insured.

10. Have a robust stewardship program aimed at consistency.
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Predictive analytics
All of these activities reveal how the captive has 
evolved beyond a risk financing mechanism into  
an essential tool for global corporates to collect  
and aggregate data about themselves, their 
customers, the general public and any other  
relevant data, as well as informing the brand’s risk 
management strategy.

The challenge for captives is to ensure that whether 
they or a partner are responsible for collecting data, 
the process of tracing and recording the origins  
of data and its movement between databases is 
carefully managed.

The next step in the evolution of the captive insurer 
must surely be to deliver predictive analytics and feed 
that information back to the captive’s management 
team at an actuarial level. With the development of 
geocoded information, and the growing deployment 
of ‘smallsat’ satellite constellations, it is perfectly 
feasible to overlay mapping systems with hurricane 
tracking software, add in severity models and the 
costs of rebuilding at a local level with the result that 
captive owners can calculate an accurate reserve for 
a network of properties before the next storm passes 
through a region where they have exposures.



About Crawford & Company®

For over 80 years, Crawford has solved the world’s claims handling challenges and helped businesses 
keep their focus where it belongs – on people. 

10,000+ employees  |  50,000 field resources  |  70 countries  |  $18B claims managed annually
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Learn more at
www.crawco.com 

For more information
For more information about how Crawford could be the perfect partner for your captive, contact:

Jeff Carr
Global Relationship Leader 
+44 7393 460840
jeff.carr@crawco.co.uk

Tenesha Frazier-Levett
Global Relationship Leader
+1 404 670 0856
tenesha_frazier@us.crawco.com
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James Rayner
Global Relationship Leader
+44 7850 365 567
james.rayner@crawco.co.uk 


