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Lord, I base this, my personal prayer, on the ultimate vicious circle: reducing market covers .... resulting in .... more businesses selecting to self insure at the working layer .... resulting in  .... reducing market stability .... resulting in .... reducing market covers.





I believe in the purchase of insurance for those catastrophes that befall us, as this makes businesses strong.  I also believe that for bigger buyers it is right to take responsibility for working layer losses through deliberate self insurance if they so wish.





I fear that more and more insurers will be taken by surprise as bigger buyers take more of their own (working layer) risk, especially where the buyers are comfortable with their own quality of risk control  I am told, Oh Lord, that big buyers self insure up to 24%, and yet the more sophisticated ones self insure up to 50% of their risk (mostly working layer losses).  Does that mean that the market is going to lose another 26% of  risk?  They may be pound swapping with their clients at that level, but the investment income would be lost forever to the insurance market.





On Great Deity, if the insurance market is taken by surprise, they cannot plan for what is ahead, and may withdraw deliberately (or otherwise) from the market.





As this vicious circle gets faster, where we thought that we were insured, we find that we were not.  Where we were insured, we found our insurers have gone out of business!





I also fear, Oh Lord, that as this progresses, fewer wronged people are receiving justice and compensation in due time and in adequate amounts, and yet to my puzzlement, some individuals receive illogical windfalls.





The following might seem to be a list of woes, but I am hoping that you might be patient as I progress with this prayer by identifying what is wrong and searching for a way of breaking the vicious circle.





My personal theory, Oh Lord, is that there are two things wrong - the insurers and using a fundamentally flawed product - the "occurrence policy", and the compensation system, in the majority of cases, serves neither to compensate the victim nor to punish the malefactor.





Lord, I don't blame any particular section of society - least of all you earthly representatives, the insurance underwriters.  I believe that they, of all people, are reacting to the problems that we, as society, have made for ourselves with rapidly increasing technology and outdated compensation systems.  I pray that you will give insurers and the law makers the strength and wisdom to turn these problems into an opportunity.








We used to have a liability cover that covered our business.  We traded with the underwriter, information about our activities to the best of our ability, we paid the premium, and we received a policy cover that we set aside in our vaults.  Now when we bring out this wording, many years after it was written, we find that insurers are reluctant to admit that we had such wide cover, and they give us a hard time in making our claim.





I confess, Oh Almighty One, that our excess liability portfolio has a hole in it where some underwriters are no longer in business.  Fortunately we were able to purchase retrospective insurance for those losses that we did not know about, but our disclosure of known losses was thorough and we have mighty exposures for some of those claims in America.





NO RETURN FOR RISK CONTROL INVESTMENT Lord, it's not as if we're a bad risk - we do all the things you are supposed to do like identify, evaluate, reduce and so on - and we've done our product recall plan, checked our contract conditions, trained our managers in risk control - we've even developed amazing Total Quality Management systems.





And when it comes to Health and Safety, Lord, we try to be industry leaders in many of our businesses, and, Bless Their Cotton Socks, the other businesses are catching up rapidly to "best practice".  OK, so we might not have been as good as we are now, but we did what was considered common practice then.





Oh Allseeing Deity, I know, as underwriter to the whole world, you truly see all things, but please can I understand why I have to go to the Board again this year and explain that their cover has reduced and the premium has once again gone up?  I am the most miserable person in the company, Lord, all other managers have shown consistent returns for investments made.  Truly, it is difficult to go on asking the Board to continue investing in systems to improve the risk, when they just seem to get kicked in the teeth by the insurers.





EMPLOYERS' LIABILITIES Lord, it's even worse than that; not only are we being kicked in the teeth by the market, but we're being bitten on the backside by the old exposures that keep creeping out of the woodwork.  I am embarrassed, Oh Great All seeing Underwriter, to explain that the small metal sheet working factory we bought ten years ago, has now thirty deafness claims, and four asbestosis claims, and we've got no insurance records for them.





Lord, I can advise my management that we have specially negotiated "retro-active" cover in our Employers' Liability contract, but this will put their premiums up for losses that management perceive as being beyond their control.  They have accepted the principle that the premium must reflect the risk, but they argue with me that having exercised "best practice" in health and safety for the last ten years, they are now doubly penalised by the legal system.





NO LONG TERM GUARANTEE OF SOLVENCY  Oh Diplomat of the Highest Order, I am deeply troubled by the fact that my finance director keeps calling for financial reports on the biggest of our insurers, and asking me if they will still be in business in twenty years time, when our claims come home to roost.  I am troubled by the request to find AAA rated insurers to write our long term policies, and keep getting turned down by the Pearl, and Prudential.





LEGAL DEVELOPMENTS  Now that we are truly being kicked in the teeth, and bitten on the backside, Lord, you are adding to our woes, by allowing those terrible scourges, those parasites, those lawyers, to nibble our feet in the muddy waters of contingency fees.  Lord, i know that you are looking to protect the unfortunate people of our society - it is right and fitting that they are protected - but are we edging towards a similar hell as suffered by our beleaguered colleagues in the (dis)United States?





FIVE WISHES TO PUT RIGHT WHAT IS WRONG





WISH NUMBER ONE	  Lord, could you in your wisdom develop a fairer system of compensating the unfortunate people of our society that truly penalises the wicked employers who care not for the safety, health and welfare of their enslaved employees, the environment, and their long suffering customers?





Perhaps this system could be on a strict liability basis (with a state of the art defence as outlined below) to penalise those wicked employers who are big and strong enough to use many of those toe nibbling lawyers - they would otherwise laboriously defend obvious breaches of common sense care through costly law suits.





WISH NUMBER TWO  Oh God, so that those who suffer become not too greedy in their pursuit of compensation, perhaps there could be limits on the amounts of compensation so that comfort is provided without taking away the injured person's sense of self responsibility and esteem.





WISH NUMBER THREE  I wish, Oh Mighty One, that there would be world-wide "State of the Art Defence".  My vision is that this would place the burden of compensation onto society as a whole through some form of compensation pot if the damaging process could not have been foreseen to have created the damage based on WIDELY ACCEPTED scientific knowledge at the time that the process was operated.





I believe that this is vital to encourage new creations that honour and serve Your Great Creation, otherwise there would be no incentive for those wealth creating manufacturers to investigate and develop new technology.








WISH NUMBER FOUR  So that those wealth creators are persuaded to exercise the greatest possible care and caution, I wish that criminal penalties were powerful and prohibitive.  Lord, those who sin against others deliberately, should be severely punished, and that fines from such punishment be significant as to be financially painful and the proceeds of the fines to go into the compensation pot.  This is important, Lord.  If the punitive fines are directly given to the victim, I believe that this raises the expectations of the general public and erodes the principle of equity.





WISH NUMBER FIVE  I hope, Oh Mighty One, that i do not press too hard in my list of requests, but i do fervently wish that with all the above, some of your earthly underwriting representative might seize the opportunity to provide some new form of risk financing to help spread the burden of catastrophe loss across a multitude of wealth creating industries.





I understand that the days of liability covers as we know them, are coming to an end - I truly sympathise with the underwriter who is no longer prepared to give cover today for a liability in thirty or forty years time.  After all, in industry we do not (knowingly) produce goods that we cannot price for decades.  The corner-stone of staying in business is to know what your goods have cost and to set your selling price accordingly.





Lord, i would go further, and express my personal opinion that the current "occurrence" wording is a fundamentally flawed product.





Lord, my prayer is coming to an end, but this is perhaps the most important wish of all - as your earthly representatives give consideration to the product of the future, I beg that you give them the wisdom to include their customers in the development of those new products.  i remember an attempt in the mid 1980's when the market apparently foisted upon their unwilling customers a new product called "claims made".  It may be that the product was not as "user friendly" as the customers might have wished, but it would have been developed with guaranteed "run off" and "retro" arrangements across the industry.





Moreover, I see that there is an opportunity for the insurance market to enter into a new era of partnership with their customers for their mutual benefit in developing stable products that smooth the effect of retrospective liabilities.





SUMMARY





  Oh All Seeing Greatness, I am hopeful that with a new era of partnership between the customer and his insurer, and a pragmatic civil and criminal legal environment in which we all understand our responsibilities, the wronged victim will be properly compensated and we all will be encouraged to take better care of ourselves and our neighbours.
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