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CAPTIVES

By Alex Wright

T
he Covid-19 pandemic has forced many employers to rethink their 
relationship with employees as health and wellbeing have come into 
sharp focus.

With infection rates still at dangerous levels as well as a steady 
number of staff working from home, many of whom have developed 

long-term health problems, the need for comprehensive and affordable medical 
and health care benefits has never been greater.

At the same time, businesses want to distinguish themselves as the employer of 
choice in an ever-competitive jobs market, to attract and retain the best talent.

That’s why companies have been expanding their employee benefits plans 
beyond traditional medical stop-loss, retiree benefits, group term life and long-
term disability, to include the likes of digital health care.

“Employers recognize they have a duty of care and responsibility towards 
employees and their families,” said Maxis GBN’s head of business development, 
Ricardo Almeida. 

“The pandemic shed light on the importance of the employee benefits 
program as well as several gaps and opportunities to improve the overall system.”

However, providing such schemes that cover everything from telemedicine 
to enhanced employee assistance programs (EAPs) comes at a considerable 
financial cost. Added to that, because of the uncertainty around how the 
pandemic will affect employee health plan costs, including the consequences of 
deferred treatments and routine health checks as well as long-term health care, 
there has been more conservative pricing of employee benefits risks.

To mitigate against health plan cost hikes, in particular, many firms have 
expanded their wellness programs, including preventative initiatives such as 
healthy eating and physical activity promotions, as well as extending plans to 
support employee mental health.

Finding affordable coverage in the traditional market is a challenge in 
itself, which is why there has been an uptick in businesses turning to captive 
insurance as a more cost-effective solution that offers greater flexibility to suit 
their program and better claims control. It’s not limited to new captives either: 
existing programs have been extending their offerings too.

“Most employers that are self-funded, including those involved in captive 
programs, have taken similar approaches to the pandemic,” said Ken Gumbiner, 
head of accident and health sales, North America, at Swiss Re Corporate 
Solutions. “In addition to offering the federally-mandated benefits, they have 

expanded benefits to include telemedicine for all medical conditions that can be 
treated telephonically at a 100% benefit.”

THE IMPORTANCE OF EMPLOYEE BENEFIT PLANS
The pandemic has merely reinforced the importance of employee benefit 

plans, with employers prioritizing employee health and safety, said Mike 
Madden, senior vice president, benefits, North America at Artex. They have also 
increased their focus on continued access to health care for furloughed workers, 
while ensuring testing for Covid-19 
is covered by their health plans, he 
added.

“Employers are focusing on 
physical as well as mental health,” said 
Madden. “They are also looking to 
ensure that their benefit plan remains 
both relevant and compliant given all 
the changes related to Covid-19.”

A risk manager, who asked to 
remain anonymous, said that many 
short and long-term life, health and 
disability risks had increased because 
of Covid-19. As a result, his company 

SUMMARY 
• Stressed by COVID, employees 
are needing expanded access to 
benefits programs.

• Claims data, as sorted through 
a captive, can help determine the 
effectiveness of benefit programs.

• Flexibility and greater 
effectiveness are just two benefits 
to an employee benefits captive.

“Most captive programs start 
with medical stop loss, which 
doesn’t require a fronting 
carrier or Department of 
Labor approval and can fit into 
the existing plan structure.”  
— Kathryn Christensen, senior consultant at Aon.

With employee stress on the rise, captives may prove to be an important benefits tool.

CAPTIVES

The Benefits/Captive 
Connection
With the demand for 
employee benefits 
escalating, companies 
might want to look 
to captives as a way 
to control costs and 
increase efficiency.
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has taken a more preventative 
approach to its benefits offering by 
making sure there is greater access to 
treatments.

“We’ve put in place strategic 
health and wellbeing programs, and 
we measure the effectiveness of those 
based on claims data that comes 
through the captive,” he said. “Once 
you have that data, you can evaluate 
what’s driving claims trends and put 
in place effective mitigation and 
prevention strategies.”  

Aside from the core benefits 
employers provide, there has been an 
increase in the provision of voluntary 
benefits too, according to a survey by 
Spring Consulting Group. The study 
found that accident, critical illness 
and paid family care leave were the 
most popular, with 50% of companies 
saying they offered these benefits.

“Employers have been looking 
at how they can extend their 
employee benefits plans,” said Karin 
Landry, managing partner at Spring 
Consulting Group. “This includes 
the increasingly significant use of 
voluntary benefits such as short-
term disability, extra life insurance, 
hospital indemnity and critical illness 
coverage.”

One of the key areas has been 
the increased access to a host of 
telephonic and web-based services. 
Telemedicine has enabled employees 
to safely access health care in their 
own homes, with virtual examinations 
replacing hospital and clinic visits.

“The biggest expansion of care has 
been the acceleration and acceptance 
of telemedicine benefits,” said QBE’s 
head of accident and health, Tara 
Krauss. 

“Providers of care advanced their 
digital IQ and rapidly rolled out the 
technological advancements necessary 
to offer telehealth options to patients.”

In addition to medical benefits, 
employers have provided greater 
access to behavioural health assistance 
and employee leave to address the 
challenges of Covid-19, including 
the added pressures of the new ways 
of working, many of which have 
adversely affected workers’ mental 

health and wellbeing. They have also 
expanded their benefits coverage to 
staff who were furloughed due to the 
pandemic and extended their EAPs to 
offer more financial advice.

Lately, there has been a surge 
in the use of group captives by 
companies with 75 to 400 employees 
keen to actively improve their quality 
of care and cost containment, said 
Gumbiner. That’s why employer 
captives are such an attractive 
proposition, he said.

“Employer captives provide a way 
for multiple employers to share in 
the risk together to minimize the 
volatility they may experience on their 
own,” said Gumbiner. 

“They also benefit from the 
combined experience of the other 
members relating to the best 
administration, pharmacy benefit 
manager and vendor options.”

UPTAKE OF CAPTIVES
The key advantages of using 

captives to insure employee benefits 
plans is they can better control risks 
and claims, and reduce overall health 
care plan costs. They also offer greater 
flexibility to meet the needs of specific 
employee benefits plans.

“The most compelling reason 
to consider using a captive for 
employee benefits is achieving 
greater efficiencies and flexibility 
of coverage,” said Lorraine Stack, 
managing director at Marsh Captive 
Solutions. 

“That includes having better 
control over pricing by eliminating 
frictional costs, as well as providing 
greater transparency for the analysis 
of claims activity.” 

Through better analysis of the 
data, companies can engage in highly-
targeted employee initiatives to slash 
claims and premiums costs. Such 
schemes can also improve the general 
staff health and wellbeing, thus 
increasing productivity and reducing 
absence.

“By using captive insurance 
companies to participate in employee 
benefits programs, companies are able 
to more efficiently finance existing 

programs and to use data analytics to 
drive better decision-making; in terms 
of both plan structure and claims 
handling,” said Kathryn Christensen, 
senior consultant at Aon. 

“Most captive programs start 
with medical stop loss, which 
doesn’t require a fronting carrier or 
Department of Labor approval and can 
fit into the existing plan structure.”

David Wiesner, regional director, 
employee benefits, at EPIC Insurance 
Brokers and Consultants, added 
that the goal for employers using 

captives to enhance 
their employee 
benefit offerings is to 
provide a preferred 
way to participate in 
excess reinsurance. 
As stakeholders, 
employees also 
directly contribute 
towards the 
program’s results, 
which isn’t the case 
with commercial 
reinsurance, he said.

Being in a 

Employers have been looking at how 
they can extend their employee benefits 
plans. This includes the increasingly 
significant use of voluntary benefits 
such as short-term disability, extra 
life insurance, hospital indemnity and 
critical illness coverage.” 
— Karin Landry, managing partner at Spring Consulting Group.

group captive program as a small 
to medium-sized employer also 
reduces a firm’s exposure to the risks 
and traditional market volatility, 
enables them to achieve economies 
of scale and share best practice, thus 
improving both quality and cost of 
medical care for their workers. Larger 
employers, however, may benefit 
more from using a single parent 
captive, particularly if they are already 
funding the cost of administering 
and managing that captive for other 
property and casualty risks.

“Captives provide an effective 
solution for employers looking 
to combine the financing of their 
employee benefits with their property 
and casualty risks,” said Vermont’s 
deputy commissioner of captive 
insurance, Dave Provost. 

“In doing so, they also centralize 
all their risks in one place, ensuring 
all functions are pulling in the right 
direction.”&

ALEX WRIGHT is a freelance journalist 
based in the UK. He can be reached at 
riskletters@theinstitutes.org.

The multinational employee benefi ts program
The problem for many multinationals is that their employee 
benefi ts plans are covered by hundreds of diff erent insurers 
across multiple jurisdictions, each of which has its own set of 
regulations, making oversight increasingly diffi  cult. But the 
pandemic has prompted employers to draw on relationships with 
their global brokers/consultants and benefi ts networks to better 
understand their policies, exclusions and the need for changes.

“Multinational companies with a higher degree of centralized 
control and an established global benefi ts governance model 
have naturally fared better during the crisis, as they were able 
to expand their coverage more consistently, broadly and quickly 
across multiple markets,” said Maxis GBN’s head of business 
development, Ricardo Almeida. 

“As an example, multinationals that have been reinsuring their 
employee benefi ts through a captive were best placed to remove 
potential local exclusions and ensure their people had the 
coverage when they needed it most.”

As well as bolstering their core employee benefi ts coverage, 
multinationals have implemented or improved their global 
wellness initiatives through telemedicine, mental health support 
and EAPs. To support this, multinationals have been increasingly 
adopting captive insurance to manage their employee benefi ts 
and off er a more centralized approach, with more than 80 million 
fi rms using such a structure, according to Willis Towers Watson.

“By diversifying their risk through a global program, employers 
are able to off set the negative experience from vulnerable 
locations against those that have been less aff ected,” said 
Almeida. 

“This is the ultimate goal for any global employee benefi ts 
programme: greater stability through economies of scale by 
consolidating all your benefi ts into one central place.”
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