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Brian Quinn — Granite

Chris Burns — EBCG

Marc Reinhardt — Generali

GBV: Thank you all for agreeing to this interview.

employee benefits promise from a global

Can we start with a history of captives in general

HR basis. So now, many more companies

and of the use of captives for employee benefits over

are considering bringing employee benefits

the past 25 years?

into captives for the transparency, control
and governance rather than purely from a

Brian Quinn: Employee Benefit Captives

savings standpoint.

started back in the 1980s or 90s in the United
States for limited US risks, and then a few
European

companies

brought

the

idea

of

Non-US employee benefits to their captives
in the mid to late 90s. I was involved with
setting up the fifth Non-US benefit captive
arrangement for General Motors, which was
the first U.S. corporation to bring in non-US
benefits. It’s been slow to develop, and not a
lot of captives partook at this time. The ones
who did were mainly trying to realize some
savings on their local benefit plans and reduce

Marc Reinhardt: I can certainly attest to
that. I’d add that companies have been and are
looking for something more than multinational
pooling arrangements, which were a core
vehicle that companies had at their disposal
to manage international employee benefits for
many years. But there came a point where large
companies were looking at something above
and beyond the traditional pooling concept.

insurer and broker costs in the process.
As I remember, U.S. companies were not as
interested, but my company was the first to
bring it in purely to satisfy a requirement for
third-party businesses to in accordance with
IRS requirements within that sphere.

Chris

Burns:

programs

has

Cost

of

been

a

employee
critical

benefit

issue

for

multinationals for a long time and those costs
continue to rise - particularly in healthcare.
For example, medical inflation is currently
experiencing double digit growth in many

This area has evolved and expanded greatly

countries. In addition, with GM in the 80s and

since the mid-2000s, and a lot more companies

Deutsche Post and others in the 90s, the success

have come to see the value of both the savings,

of the early adopters of captives has been well

the control, understanding and transparency

noted. This has prompted other companies to

that we get via the captive for their global

look at captive involvement, as well.
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There has also been an increasing involvement

HR is concerned about cost, but that’s not

in benefits financing from risk management

their number-one concern. The HR function

and finance as well as HR for cost reasons. In

must provide a solid fiduciary benefits package

the U.S., for example, CFOs are getting involved

to employees. In essence, the captive brings

in the financing of health care because of it’s

those two business units closer together with a

sheer cost and impact on their P&L. In addition,

more integrated approach.

the adoption of enterprise risk management
has spurred interest in utilizing captives in
global benefits financing over the past decade.
I believe this trend will continue in the future.

CB: I agree. Upfront communication among
the various stakeholders in a corporation is
critical. I recommend that clients focus on
identifying key internal stakeholders first and

BQ: The fact that human resources and
finance/treasury

departments

are

then agree on a global strategy for utilizing

linking

a captive to finance their benefits programs

together in this effort has been a key element,

around the world. This process can provide a

in that people are noticing that the costs of

strong foundation to the long term success of

benefit programs outside the U.S. are going up

the their captive program...

exponentially, while U.S. medical inflation is
increasing at a much lower rate at the moment.

Once they agree on a long term captive

Whilst the US medical costs are still the most

strategy, support of top management is also

expensive globally, the rest of the world is

critical, along with their consultant, dedicat-

working as hard as it can trying to catch up.

ed staffing and the timeline/responsibility
for implementation.

GBV:

How is the balance of responsibilities

between the HR department on the one hand and

MR: From the network side, and adding to

risk management or finance on the other hand,

what Brian and Chris mentioned, cooperation

particularly when a captive is introduced?

between finance and HR is crucial to the success
of the captive program. You do have different

BQ: It depends. Every client is different and
there are varying levels of clients where the

models in terms of who takes the lead on final
decision making.

lead is taken by one or the other. You need to
have strong partners; it’s essential that they
work with each other and that HR understand

We have a number of captives where the

the cost of the benefits and the exposures going

ultimate decision rests with risk management

forward in terms of promises made.

finance,

but

always

having

HR

benefit

management involved in the decision making
finance/treasury

process. And we have other captives where they

function must understand that HR has a

are more in the background. So as the stable

fiduciary responsibility to provide benefits that

market decision-making is deferred more to

compare well to local market best practice and

the HR management team, the bottom line

benchmarks. And then the service level must

is that there needs to be close cooperation in

follow suit too.

either of those models.

At
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GBV: While this interview focuses on the global

insurance, which is required by the DoL. So, life

aspects of EB captives, could you provide us with an

and disability is the only thing they can bring

overview of the specifics of U.S. benefits coming into

into a captive. The U.S. is the outlier; no other

a captive, and the challenges and issues employees

country has as stringent or as bureaucratic a

face there?

system/approach.

CB: In the U.S., the number of companies
that have successfully gone through the ExPro
process is now over 30.

GBV: I was going to ask, because many U.S.
employers do self-insure or have a medical stoploss type of arrangement, would that be an an

More recently, the number and types of

alternative to a captive? And if so, does it work or

benefits you can place in a captive, for example

not with an EB captive that covers the rest of the

medical stop-loss and voluntary benefits, have

world? How do you make them work together?

also increased. Association health plans are
also being looked at by the DOL, which could
be a boost to the captives industry.

BQ: The U.S. is really treated separately.
Medical stop-loss policies can come into a
captive but are really just a financing mech-

What has tempered things a bit as far as

anism to manage your exposure – you get a

applications to the DOL has been, in part, a

self-insured plan using your captive to provide

reduction of some ancillary line costs such

long-term funding. It’s a great mechanism.

as life insurance. In addition, one of the DOL
requirements has been for the company to

But your global medical promise is very

increase benefits to employees. However, they

different from that of the U.S. There are

have not issued clear guidelines and I think it

different trends from country to country and

will help if they can set a bar in this area.

that’s why a captive on the international side
can help consolidate that risk. I don’t really
see how you can combine those, other than

BQ: There is a lot happening in the U.S. EB
space and it does change from day to day.

from a reporting point of view, because your
exposures in the U.S. are at least 10 to 20 times
what they would be in any other country from a
cost perspective. They are very different risks.

MR: It’s also fair to say that the U.S. is an
outlier from a regulatory perspective. We

The U.S. is also way ahead in terms of actual

have a process and protocol that needs to be

medical reporting and the ability to track trends.

followed with DoL approval and the ExPro pro-

The rest of the world is trying to catch up, but

cedure was off and on again, so there is a bit

some companies, like Maxis and Generali are

of regulatory uncertainty. That might explain

taking a lead in creating standardized and

why there is less activity around U.S. benefits

improved consolidated global medical reports.

and captives than one would expect in a huge

But that is still very much a work in progress.

market like the United States.
MR: Good point, Brian. Yes, it is modeled to a
BQ: You’re absolutely right. A lot of the

large extent on what large U.S. health insurers

major U.S. companies actually self-insure

have been doing for many years. It’s predicated

most of their risk anyway, and only buy life

on the ICD-10 coding system. We’re able to
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provide medical reporting in detail in about 20

MR: The profile of companies considering

countries right now and we’re aiming to go to

captives, as well as companies that have

40 in the next year.

recently taken that route, has changed over
time. It used to be that larger industrial

Keep in mind that there are vast differences

companies that had mature P&C programs in

in the type of medical plans we see around the

place, and had these captives up and running

world. But this capability gives captive and risk

for quite some time, were familiar with the risk

managers a line of sight into claim utilization

management of those programs. So they could

patterns that they didn’t have before.

piggyback employee benefits onto that.
What we’re seeing today is companies from

GBV: How do you view the current use of captives
as strategy to manage global employee benefits?

all industries – financial services, high tech,
and some that may not have a P&C captive –
considering the inclusion of employee benefit

BQ: It’s still currently underutilized. There

programs in a captive arrangement precisely

are probably just over 100 captives taking

based on cost savings, management, and risk.

international

into

So the profile of companies has changed as well,

the captive and 33 or 34 in the U.S., but it is

employee

benefit

risks

and I think this will lead to a further increase in

growing and there has been a noticeable uptick

the number of captives over the years.

of interest in the market since 2013.
Is the concept still underutilized? Absolutely.
Conservatively,

I

and

other

consultants

But I think we’re seeing a bit of a change in the

in the field estimate that at least 200 to 300

marketplace. From a network perspective, we

companies are looking to do this now, and the

expect to see more captives on the employee

potential is huge with the number of captives

benefits side in the future.

in the world at the moment.
CB: Two other points I’d like to make.
CB: The key question - is the rationale for
what led over 100 companies to utilize a global

The first is that an increasing number of

captive still in existence? I think the answer is

corporate benefits personnel are getting global

yes. Cost reduction, increased transparency and

titles. As they have this new responsibility, they

efficiency, along with the use of data, are so

must look into tackling their key global issues

important that they will continue to spur more

and captives can be a great solution.

companies to adopt captives in the future. The
success of those companies who have already
done it is very clear.

A second point – historically and in the good
times, there has been less pressure from the
C-suite to reduce costs, and in bad times there
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A wide range of savings for utilizing a global

has been a greater focus on belt tightening.

captive is between 15% and 35%, and with

However, I think that since the great recession

GM it’s closer to 30% to 35%. Those are big

of 10 years ago, things have fundamentally

numbers in the face of rising benefit costs

changed. Now companies are always looking

around the world. So the future is definitely

for ways to increase efficiency and reduce costs.

bright for a greater number of companies to

This phenomenon should spur more employee

begin utilizing a captive.

benefit captives in the future.
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GBV: What about diversification of P&C captives,

the company together, and that’s more easily

especially in view of better use of capital? Is that a

said than done. You have to be dedicated

driver or not?

to the concept. It requires engagement and
investment on the part of the company. Setting

BQ: It depends on the domicile of your

up a captive is a long-term commitment.

captive. If you are a U.S. or an offshore domicile
it’s not that big an issue. But it is a concern for

It’s also important to take some of the fear

European captives, because Solvency II has a

factor out of this. It’s not as complex as it

big emphasis on diversification and spread of

appears at first glance for some companies, and

risk, but it isn’t a main driver in the market

there is help out there to get the program off

in general.

the ground. Very few companies, at least in our

I think one driver is gaining control over
your global policies, understanding your global

experience, would go back to the old way once
they have taken the captive route.

exposures, accruing savings and manage your
global EB promise on a centralized basis.

BQ: I think a key development is the medical
reporting. Programs like those at Generali

GBV: What, then, is going to drive the growth of
the market? What are the obstacles that need to be
solved in order for the market to take off?
BQ: The biggest thing for me is an internal
issue for most companies. As long as there
is someone in the company who wants to

or Maxis are a key tool and a real attraction
for

companies;

they

bring

discipline

and

consistency that was never there before. This
is one of the pushes that the captive industry
has brought to employee benefits. The captives
were the driver that got Generali to take that
step, I think Mark would agree.

consider this, you can start the process by
making sure that HR and finance are working
together with the pillars we talked about.
Finance must understand that the benefits have
to be financed appropriately and that it has to
provide a certain level of benefits to manage
that risk, and HR must understand the cost.
That’s the main hurdle as time goes on.
With medical inflation ramping up on a

MR: Absolutely. Being an Italian company,
we like to compare things to fast cars. The
captive industry is the Formula 1 of the
employee benefits world, and they’re ahead of
a lot of these developments and have shaped
the industry in many ways.
And yes, this did push us along to develop

global basis at 10% a year, those costs have also

these

caught the attention of finance departments.

integrated way. It’s certainly a novelty that we

reporting

capabilities

in

a

globally

They want to manage and reduce the costs.

are able to pull this data together on that level of
detail for the first time. As reinsurance-based
networks we have always been aggregators.

MR: Taking on risk and managing it also

But now, with medical trends being vital to the

requires a mindset change from the traditional

management of employee benefits programs,

way of managing benefits through pooling

we need to provide that level of detail to allow

arrangements or other programs. You have

companies to go one step further in managing

to be willing to bring the stakeholders within

their risks.
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BQ: From the finance side, the accounting

There is a future opportunity to integrate

transparency that comes through is a huge

a global wellbeing strategy with a captive

benefit. A company can see its global spending

strategy, as both lead to many of the same

for employee benefits on a consolidated basis,

things: reduced cost, greater engagement,

where in the past they had to rely on pooling

better data and, more productive employees.

reports that came out once a year, six months
after the year end. At that point it wasn’t

The problem is how to move forward towards

relevant, or they had to rely on local accounting,

a global strategy for wellness into a companies

which for employee benefits is a difficult thing

local country markets as most vendors in the

to pull out of most company’s systems, since

digital health world that offer a wellbeing

benefits are generally tied to compensation.
We’re actually finding out what the insurance
side is costing, because while insurance was a
significant cost, it is still a small cost compared
to

employee

compensation.

Accounting

transparency is now reaching a global standard,
with Generali taking the lead in starting to bring
underwriting year accounting into employee
benefits, but again a work in progress.
Accounting for employee benefits is done on
a financial year basis. At first this is a struggle
for a lot of captives to take in and understand
because on the P&C side, all their accounts
have been done on an underwriting year basis,
attributing losses to the actual policy year that
the policy was written, whereas in EB that is not
the case. However, over time and experience
captives get to understand how to manage and
work with the Networks.

strategy are less than six or seven years old
and haven’t had a chance to expand in multiple
local markets around the world.
This is changing however as there are several
wellness firms that are now global. Mark can
attest to the fact that the networks are now
looking at aligning themselves with partners
in telemedicine and digital health on a global
basis. It’s exciting, because as a captive manager
you can utilize learnings from your data more
rapidly than with multinational pooling.
As you do this and find, for example that
your top three diseases globally are diabetes,
emotional health, and musculoskeletal issues,
you can partner with a telemedicine and digital
health firm in appropriate countries on local
solutions to attack these issues and improve
overall health.
MR: I can certainly attest to that, Chris.
Good point.

GBV: How do captive clients balance their risk

BQ: I agree with what Chris said. It’s a great

management goals and objectives for employee

risk management tool in showing companies

benefits strategy with an employee-focused well-

how to control costs.

being strategy? Can you touch upon the key trends
in prevention and musculoskeletal conditions?
GBV: Has this moved beyond experimentation to
CB: This is an exciting new area.. Many

the mainstream yet?

companies that have a wellbeing strategy in
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their home country are also looking for a way

CB: Early adopters have been relatively

to create a wellbeing strategy for their firm

successful and there is a general feeling that

globally involving all local countries.

the wellbeing industry is here to stay and going
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global. The question is which vendors will give

CB: I worked for a digital health start-up in

you greater engagement and bend the needle

Silicon Valley recently and I had to focus on

on overall costs – specifically in chronic disease

this issue every day. To be successful and grow,

areas that are prominent in local markets

most digital health vendors need to generate

and can be responsible for up to 80% of your

revenue not only in the employer space but,

healthcare costs.

also in the payer and provider markets.

BQ: There are quite a few companies that are

Partnering with a payer is very important

past the experimentation stage. One company

for digital health vendors. Most payers are

has had tremendous success in driving down

looking to partner with the best vendors as

costs and improving their employee experience

they are not technology firms and don’t have

by using these risk management techniques,

the internal expertise.

and using reporting to focus wellness on what
employees need on a local basis.
MR: We also see a small number of countries
that are actively utilizing these reports to
design wellness and wellbeing programs. We
tend to shy away from the concept of global
wellness as it’s difficult to define. The idea
of global wellness has to be adapted to local
conditions but a number of countries are
having success doing this on a coordinated
basis. It’s not mainstream yet but I think it will

GBV: A composite captive may include workers’
comp (P/C), health, and death & disability (both EB);
does the captive help in crossing boundaries among
these correlated risks?
BQ: I am seeing that development with a lot
of clients, especially with workers’ comp being
transferred from the risk side of the business to
HR because it’s more of an HR risk. But there are
other complexities with workers’ comp as well.

be in he future.
We also are seeing companies utilizing the
data in these reports to take action in a country
– and it doesn’t have to be a full-fledged
wellness program, it can be something very
simple like an issue with respiratory illnesses.
If you see an uptick in that category, for
example, it may mean changing the air filters
in a manufacturing plant more often.

CB: I agree that as digital health vendors
continue to establish partnerships with payers
in the U.S. and globally, it also makes sense
for them to partner with workers’ comp
providers. They have an opportunity to partner
with a workers’ comp firm and achieve greater
engagement of those that are on disability thru
their better technology and get people back to
work quicker at a lower cost.

So, a lot of good things are happening with
telemedicine and the technology being deployed

MR: I also believe there is a lot of opportunity

in this field, and I think we will see a lot more

for captives to become more involved. The

in the future to help companies manage their

focus has been on healthcare and medical

healthcare costs.

trend inflation and bending that proverbial
cost curve. But to some extent, there is an

Leanne’s Question: Do you foresee a wellness

underutilized opportunity here in integrated

or technology vendor driving a push to partner

disability case management, where captives

with the insurance carriers or the networks?

may become more involved. Dealing with
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long-tail LTD reserves may be a very big cost

When a company begins to look at utilizing

factor for a captive program as well. Do you

a global captive, a consultant can assist

agree, Brian?

their client with developing a detailed global
strategy and roadmap including : how can I
help my client assess if a captive solution is

BQ: Yes, and managing those is essential.
So dovetailing with workers’ comp, it’s very
important to get all that data together. Big
data is key,

and managing, understanding,

and accounting for things like LTD reserves is
imperative to companies as they develop.

right for them?
Who are the key internal stakeholders and are
they aligned? What are the best global networks
with a captive solution? Is an RFP needed to
arrive at the best network(s) to utilize? What
is the specific strategy for going forward, who

GBV: Many clients have a globally mobile workforce. How do they balance their corporate benefits
philosophy and strategy using a captive while also
meeting the demands of this mobile workforce?

are the key internal stakeholders to be involved
and what are the detailed next steps/timeline?
The rationale for having a broker in the local
country is reduced with a captive solution..

BQ: It’s no different from any other program

Commissions/fees that have historically been

in the captive. The mobile workforce is really a

assessed for involvement on local benefit

country of its own and a captive gives you more

programs will typically go away in the form

flexibility to put what you need in place.

of savings via the captive. However, the local
broker can still add significant value in several

The workforce is more demanding, and companies want to cater to these valued employees

key areas including enrollment, a local pension
plan or benefits design, to name a few.

who need to be kept happy and motivated. The
captive can provide a lot of flexibility here but
you do have to be conscious of tax and local
regulation issues.

The captive does actually

facilitate that and helps bring transparency.
MR: Captives can definitely help facilitate
global mobility, adding much more flexibility
from a local and financing perspective.

BQ: The main role of local brokers is
remarketing programs on an annual basis. That
goes away with a captive scenario where you
partner with someone on a long-term basis
and the captive sets the premium, and it will
always be the long-term cheaper solution.
Going back to what Chris said, a lot of brokers

GBV: How is the broker/consultant role changing
when a captive for benefits is introduced?

80

think their role is disappearing, but there are a
lot of places where local brokers can add a lot of
value. But they have to get out there and prove

CB: A Consultant needs to focus on several

that value with pension advice and design,

areas to be successful: first, they need to be

local benefit plan design, help with enrolment

able to ask the right questions of their client,

or claims management. The captive doesn’t get

understand what the client’s key needs are

rid of the broker, it just changes their role and

and will a global captive help them solve

purpose. They have to rethink and re-engineer

those issues?

with an eye on the future.

Global Benefits Vision - Issue 32

global-benefits-vision.com

GBV: How will digital health technology impact
employee benefits in captives?

CB: One of the major areas I look for in a
network is the constant refining of products
and services in order to stay ahead of major

CB: One of the key benefits of a captive is

trends. This process of continuos improvement

the availability and transparency of data..

is something I look for in a network’s leadership

The more you can slice and dice the data, the

and culture.

better. From a healthcare point of view, if you
can identify the top 3-5 medical conditions
in your employee population, you can now
utilize digital health technologies to help

GBV: Do you see any disruptors impacting captive
clients?

mitigate those predominant health issues in
your population.

MR: The possibility that an unforeseen entity
will enter the market with a new technology
approach or a new way of working with

GBV: What are captive clients asking for from
their insurance networks, carriers, brokers and

data that can disrupt the market has always
been there.

consultants?
We deal with many different regulatory
MR: Experience in managing reinsurance

environments that are becoming more complex,

and data flows goes without saying. But

and local laws may limit disruptions. On the

it’s going above and beyond the traditional

data/analytics side we could see disruptions

way of transferring reinsurance, and that is

on a local basis, such as clients going the self-

underwriting year data.

insured route in countries where the concept of
captives has not been deployed.

You need better, quicker, data flows, and
data sets to make more accurate underwriting

BQ: The key unknown has always been the

decisions— and we are addressing this. It is

local regulatory frameworks that change from

closely connected to medical reporting and the

year to year. We’ve had issues with countries

influence that will have on managing medical

that have restricted reinsurance coming into

programs. It’s not just about providing data on

captives but in nearly all those cases the

a timely basis every quarter. You must explain

restrictions were removed. I don’t see any

what is actionable for a client and a captive

other disruptors on that level.

manager based on that data.
CB: I don’t see any major disruptors other
Also, service levels must be consistent around

than if a major trend develops among companies

the globe, so we need network partners who

towards decentralization of operations globally.

can provide a level of consistency and engage

A captive doesn’t make sense for companies

on service level agreements, whether they are

that are globally decentralized. However, I

local or central.

don’t expect this to occur and as a result, I
believe the conditions for continued growth of

BQ: We also have to be concerned about

captives to be in place.

data privacy. Partners expect the networks
to consolidate the partnership and to roll out

MR: Captives are the disruptors, if you

initiatives, including managing data privacy on

consider traditional employee benefits. And I

a global basis.

mean that in a positive way.
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GBV: How do you see Blockchain (which is starting

CB: We talked about digital health techno-

to be used in the reinsurance market) impacting an EB

logies

becoming

mainstream

around

the

captive client?

world and how it will play a significant role
with captives in the future. Blockchain is now

MR: It’s being looked at with great interest.
One of the challenges is the transfer of data,

becoming another major area of focus among
Insurtech startups.

making sure it’s as timely, accurate and secure
as possible. On a local basis, the local carrier

You would be surprised at the number

has to reinsure that to the network, then we

of

Insurtech

have to consolidate it and get it over to the

on

Blockchain.

startups

captives. So there are a lot of touchpoints

Blockchain applies to the insurance world. As

in between.

a matter of fact, Generali is part of a Blockchain

It’s

that

also

are

focused

interesting

how

insurance industry initiative that may have
Mistakes could happen, and data accuracy

some beneficial aspects related to the security

may not be as good as it could or should be.

of global data as well as development of

With Blockchain, at least in theory, there is

“smart” contracts.

the possibility it will be much more accurate
and handled in a more expedited way. Whether
that will happen in practice or not remains to
be seen. But we do see some advantages if we
get it right.
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GBV: LeAnne, Chris, Brian, Marc, many thanks for
sharing these insights. ∞

