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Abstract 
As governments continue to face fiscal pressures and increas ing insurance costs, public 

entity risk pools will play an important role in public finance and public management. Since their 
emergence in the 1970s, public entity risk pools have evolved from their start-up stage into 
mature organizations with broad missions and responsibi li ties. As li ule academic research has 
been done in this area, this paper is to study the current generation of public entity risk pools in 
terms of the environment they are in, recent innovations, and problems they face , and future 
research questions. The main data source comes from an electron ic survey sent to the 
Association of Government Risk Pools' 300 members in 2(X)6 with 28% of response rate. 

I. Introd uction 
Public entity risk poolsl play an important role in public finance and public management. 

The Association of Governmental Risk Pools (AG RiP 2004, p.VII) defi nes a pool as " a separate 
and distinct legal entity composed of public entity members that have joined together to finance 
an exposure, liability or risk" through group purchase, group self-fund ing, or other cooperative 
means for primary and/or excess coverage. 

Public entity risk pools are public entities' response to the cyclical nature of the privale 
insurance markel. Since its emergence in the 1970s, public entity risk pools have evolved into 
mature organizations with broad missions and responsibilities. Though important to public 
finance and public management, very little academic research has been condUCled about public 
entity risk pools. The purpose of this paper is to study the current generation of public entity risk 
pools in terms of the environment they arc in, recent innovations, problems they face. The author 
wi ll highlight future research questions and hope more attention will be paid to this important 
public risk and management instrument. 

II. Public Entity Risk Pools: Development and Relevant Literature 
Publ ic entities face more risk exposures (e.g., general liabilities, property liabil ities, and 

legal liabilities, etc.) than their private cou nterparts (Head and Wong, 1999). To address these 
risks exposures, public risk management emerged as a new but important element of public 
managemeill. An effective risk management program can control and reduce the cost of risks, 
make good use of taxpayers' money, and protect the well-being of the community. In the area of 
public risk management, the most significant development is the use of public entity risk pools 
that stems from the mid-1970s and agai n in the mid-1 980s. The erosion of governmental 
immuni ty to third party liability made public entities the target of lawsuits and exposed them to 
liability in new areas. Insurance companies refused to provide coverage or they charged 
skyrocketing premiums for policies that were available. Public entit ies had to find alternative 
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financing mechani sms. While large governments turned to self-insurance program, small 
governments came together to pool their resources to finance various risks. Young and Reed 
(1995) emphasized that "pooling was a small government phenomenon" (p. 103). In his 1988 
survey, about 15,000- 17,000 small cities, lowns, counties, special di stricts, and school di stricts 
participated in suc h pools. About 80 percent of his participants had populations below 9,999, 
while 94 percent had popu lations below 25,000 (Young, 1995). 

The first public entit y ri sk pool was establ ished in 1974 by the Texas Munici pal League 
(Wander, 1980). In 1976, the state of California amended its laws 10 allow its local governments 
to pool their self-insured losses, and cities in Contra Costa County soon establi sh thei r liability 
and property pools. By 1985, pools for workers' compensation, property insurance and public 
liabilities had bee n set up in twenty-two states, including Alabama, Illinois, Texas. Florida, 
Connecticut, and Maine (Pouzar, 1985). 

Pools have many advantages. They offer long-term stability and protect the participants 
from the uncertaint ies caused by the cycles of insurance markets. They offer more favorable 
coverage, terms, conditions and li mits than private insurance companies and are tailored to the 
needs of their members (Head and Wong, 1999). For long-term members, benefits of belonging 
to a pool ex tend far beyond simple insurance coverage. Pools provide their members with full ­
se rvice ri sk management that helps to control risks and stabil ize the financ ing of governm ent. 
Members have created successful, long-term strategies that can have a significant impact on the 
fiscal health of thei r governments. In addition, in many cases, coverage programs through a pool 
may save members up to 60 percent of what they would have spen t 10 purchase commercial 
insurance (Washin gton Governmental Entity Pool, 2005). 

The establ ishment of the Association of Governmental Risk Pools (AGRiP) as an 
independent agency from the Public Risk and Insurance Management Association (PRlMA) in 
December 1998 indicated the growing need for and interest in risk pools (Ceniceros, 1999). Pool 
nu mbers and membership grew rapidly. The number of pools doubled between 1988 and 1993. 
Young and Reed (1995) estimate that in 1993 there were about 400 public ri sk pools covering 
35,000 members or 45 percent of all governmental entities in the U.S . Accordi ng to the Missouri 
Intergovernmental Risk Management Association (MIRMA ), there are about 500 public risk 
pools in the nation today that generate an estimated $6 bi llion in annual premiums. There are 
nearly 140 pools in Californ ia alone. Inte rgovernmental pooling arrangements exist in almost 
every state. It is estimated that 80 percent of local governments in the U.S. use risk pools for at 
least one type of insurance coverage (Greife r and Schwarz, 2(0 1). 

Since their inception in the 1970s, publ ic entity risk pools have experienced many 
changes . Pool s have evolved from a predominalllly risk-sharing tool into a long-term ri sk 
management strategy. Public entity risk pools have diversified their coverage (Young and Reed, 
1995) over the years from general liability coverage and workers' compensat ion to man y other 
risks such as crime, employee di shonesty, and employee benefits. Accordi ng to the AGRiP 
Sourcebook (2004), the major lines of coverage pools offer includes the following: 

• General liability 
a Automobile liability 
a Public officials/school boards 
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a Law enforcement professional 
a Medical malpractice 
a Employment practices 

• Property liability 
a Boiler & machinery 
o Electronic data processi ng 
o Auto physical damage 

• Worker compensation and unemployment compensation 
• Bonds (e.g. cri me, employee di shonesty, and public officials) 
• Health insurance, dental insurance, vision insurance 
• Other ancillary coverage such as spec ial events and pollution 

Moreover, public entity risk pools have expanded their services. They provide members 
educmional training, workshops, loss control audits, risk assessments, legal counsel, and on-site 
safety inspections (Greiger and Schwarz, 200 1). Pools have also become more sophisticated in 
their adm inistrative capabil ities by building up their own in-house experts to perform various 
functions. For instance, a 1988 su rvey fou nd that "pools were heavil y reliant on the use of third 
party admi nistrators (TPAs)" (Young and Reed, 1995 , p. 104) for a variety of services such as 
underwriting, claims management, lost control advising, actuarial services, financial 
management services, audit and accounti ng services, and healthcare network management. The 
AGRiP survey (2006b) found that a clear majority to a supermajori ty of the respondents were 
using in-house employees for all its admini strative fu nctions except legal services. 

According to AG RiP's 2006 (a) Annual CompenslIIion Survey, 80 percent of the 87 
resporH.lents have state-wide members and 15 percell! of the membershi p is regional within the 
state. Nati on -wide public risk pools are emerging. These incl ude national capti ves and risk 
retention groups (RRG) that serve constituencies in more than one state. Examples are the 
Housing Authority Insurance Group (HAIG) - a federall y chartered pool for Indian Housing 
Authorities (A MERlNO, Inc.); Transit Re - a pool of transit pools; the National League of Cities 
Mutual Insurance Company (NLC - MIC) - a captive rei nsurance poo l for state municipal league 
sponsored or endorsed pools; County Reinsurance Limited (CRL) - a captive reinsurance pool 
for county association-sponsored or-endorsed pools; and Government Entities Mutual (GEM) - a 
capti ve reinsurance pool for pools not eligible for NLC-MIC or CRL. 

There arc a great variety of public entity risk pools. Pool s can be classifi ed in the 
different ways. They can be capital ized or non-capitali zed. Capitalized pools require their 
members to make capital contributions, and non-capitalized pools do not. A majority of the 
pools are non-capitalized ]X)Ols. Pools can be assessable or non-assessable. In an assessable 
pool there is an express authority and obligation to issue and honor future assessments to fund 
losses. Pool members usually pay a minimum premium and are assessed at the end of some 
period to cover the losses o f that period. Fone and Young (2000) recommend that a member 
assessment provision be in place when fonni ng a pool. This provision would make clear the 
memhers' ohl igalions and is important for a pool to sllcceed. Young and Reed (1995) fOllnd that 
over 83 percent of their respondents stated that they cou ld assess all members if the pools' loss 
was worse than expected . 
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Pools can be primary pools or excess pools. In pri mary pools, there is either no 
deductible or a low deductible "fi rst dollar" coverage. Excess poo ls are above a self-insured 
retention - usually above $100,000. Pools can be independent or association-sponsored. When 
pool s started, many of them were sponsored by various local government associations. 
Independent pools were established later, which are not directl y affiliated or controlled by 
associations. According to the AGRiP's data (2004), approximately 25 percent of US pools are 
association-sponsored. This ratio is lower than the 57 percent reported by You ng and Reed 
(1995). 

Pools can be monoli ne, mutJtili ne or fleet depending on how many li nes of coverage they 
offer (AG RiP 2004). Monoli ne pool s offer only one line of coverage. Multiline pools offer two 
or more li nes of coverage. Members in fl eet pools can choose 10 participate in any li ne(s) of 
coverage. According to the AG RiP (2004), among the 339 responses that reported thei r type of 
pools, 96 are monoline pool s, 159 are multi line pools, 76 are fl eet, and 8 are other types. 

Membership eligibility differs among pools (AG RiP 2(04). Pools usuall y serve one type 
of jurisdiction that faces similar risks and needs, thu s pool s are homogenous. Some pools 
include more than one type of j urisdiction. According 10 the AGRiP (2004), 61 percent of pool s 
have onl y single type of govern ment enti ties, and 39 percent serve multiple types of entities. 

Pool s have establ ished themselves as a necessary risk management instrument for local 
governments, but they also face challenges . Back in 1993, pools indi cated that competition, state 
regulation, and the chall enge of mai ntain ing membershi p interest and participation were major 
issues (Young and Reed, 1995). According 10 Fone and Young (2000), in the years to come, 
competition either from the insurance market or from other pools is li kely to conti nue to be a big 
challenge. Pool s will need to take a strategic position 10 meet the challenges. 

While risk pools have become an important phenomenon, research on this topic is 
li mited. Young and Reed (1995) state that "pcrhaps one of the most remarkable aspects of 
pooli ng is the relative paucity of attention it has received in academic circles" (p. 97). Their 
work is a major co ntribut ion to th is area. Based on the results of the two nation-w ide surveys 
conducted in 1988 and 1993, Voung and Reed provide a comprehensive exami nation of pooli ng 
practices in terms of general administrati ve issues, membership characteri stics, pool 
administration, coverage, and financial management practices. They conclude that "pooli ng is 
not a transitory phenomenon, and that pools - in one form or another - will be part of the pu blic 
sector landscape for quite some time" (p. 111). To them, th is very nature of pennanency rai ses 
the important conceptual question - What precisely is pool ing? Though pools are described as 
intergovern mental entities and (rusts, these general terms cannot cover everything about pool s. 
Voung and Reed (1995) suggest more studies need to be done about the nature of pools and their 
fi nancial performance. 

Practitioner-oriented magazines and AG RiP are acti ve in disseminati ng information 
about pools. AGRiP conducted two types of onli ne surveys with its members in 2006 and in 
2007. One focused on executi ve salaries and benefi ts (AGRIP, 2006a; 2007a), and the other on 
pool demographic characteristics (AGRiP, 2oo6b; AGRiP, 2007b). Qiao (2007) ex plored 
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intergovernmental ri sk pools but onl y from the perspecti ve of how pools are used as a funding 
technique of general public ri sk man agement. 

Since Young's research, more than a decade has passed, and pools have experienced 
monumental changes (Worthington , 2007) and transformed from being start-ups in a crisis to 
mature organizations that arc the dominant public risk management force in their state. Further 
research is needed for this rich and blooming area. 

III. Methodology 
Data for this research comes from several sources. The major source is an electronic 

survey sent 10 the AGRiP's 300 members in September, 2006. The author designed the 
questionnaire, and AGRiP created an on line survey li nk and invited all its members 10 

participate. The survey was closed in December 2006, and the results were sent back to the 
author. Since AGRiP is the offi cial representati ve of government ri sk pools, its membership list 
is the best source for thi s survey. The number of respondents per question ranges from 81 to 84. 
The response rate is 28 percent. The second source is newsletters issued by various publi c ri sk 
pools. The author obtained the newsletters during her trip to the AGRiP's headquarters in Prague 
Oklahoma in September 2006. The thi rd source is a two-hou r long interview that the author 
conducted with the AGRiP chief executi ve offi cer, Harold Pumford , rcgarding the changes in 
publ ic risk pools over the years. The fourth source is the websites of AGRiP members. 

IV. Findings 

A. Membership composition 
Table I presents pool s' membership composition from the current survey and from the 

AGR iP Sourcebook (2004). The two sources reveal a very simi lar distribution of multiple v. 
single type(s) of jurisdictions. In the current survey, 30 out of the 8 1 respondents (37%) indi cate 
they serve multiple types of entities and 5 1 (63%) serve single types of members. The AGRiP 
Sourcebook (2004) reports 140 pools (or 39 %) have mu ltiple types of enti ties and 223 pools 
(61 %) have single members only. Based on the current survey, among the single-member pools, 
more pools serve school di stricts. 

B. Characteristics of Pool Executives 
The fi rst generation of pool directors came from the intergovernmental associations or 

publ ic agencies. As pools mature and as many of the original directors have retired, pools have a 
new generation of directors. What are their backgrounds? Are they from inside the pools or 
outside of the pools? The findings are reported in Table 2. There are two characteri stics of the 
current pool directors. Fi rst, they grew up with the pools. This is seen from the fac ts that they 
come from the internal promotion (2 1%), from another pool (17%), and from member 
organi zations (9%). All these together add up to 47 percent of the respondents. Second, 
business experi ence is coming into pool adm ini strat ion as seen by the fac t that 2 1 percent of the 
pool directo rs are from the insurance industry. 
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Gagne (2007b) reports a growing demand fo r demonstrated competency and 
credentiali ng in the field of pool manageme nt. For a pool manager to lead its organization into 
the futu re competitive environment, insurance background is important. At the same time a finn 
understanding about the pooling profession and practices - loss control , claims, fi nance, 
auditing, reinsurance and actuarial- is also essential. It looks like the current generation of pool 
directors possesses at least one side of the knowledge. When the other side of the knowledge is 
wanting. training programs like the professional designation available from the Insurance 
Education Assoc iation (lEA) and the Cali forn ia Joint Powers Authority can help (Gagne, 2007a). 
As di scussed later in th is art icle, how to cul tivate fu ture risk managers is a big concern in the 
public risk pool industry. 

[Insert Table 2 here] 

C. Changes and Innovation Practices 
One of the major goals of the research is to gauge how pools have changed over the 

years. In tenns of the environmental chan ges, competition from other pools exists to a certain 
extent. As Table 3 shows, 46 percent of the respondents confirmed competition from the other 
pools. But more pool directors (52%) see competition coming from pri vate insurance companies. 
Either as a response to the competition, or as an effort to provide goods and needed services to 
their members, pools have a strong desire to change and make innovations. There is an 
overwhelmi ng agreement (82% of the responders) thai without change and innovations, the pools 
would decli ne. Pool s themselves are an innovation , and they will continue to stay innovative. 
They (84% of the responders) also believe that they have succeeded in most of their changes and 
innovations in recent years. 

Then what are these changes and innovations? As shown in Table 3, some di versifyi ng 
of the product/service mi x (e.g. , into fi nanc ial services, life insurance, investment management) 
is happening, but o n a small scale (16% of the respondents). Are pool s looki ng to di versify by 
underwriting different types of local entities? Onl y 20 percent of the respondents (e.g., 9% and 
II %) confirmed this change, while 57 percent of the respondents denied it. Thi s means that 
pool s still remain relat ively homogenous in terms of their memberships. This may be a reason 
why pools do not percei ve other pool s as much competitors as pri vate insurers. 

[Insert Table 3 here] 

In tenns of whether pools are partic ipating in or considering joining a regional! natio nal 
excess or rei nsurance pools, more than 40 percent of the respondents confirm th is trend. 
Although there is no previous data to compare with, this is an important ph enomenon, and will 
be di scussed later. 

Many reported innovati ve methods used in the areas of delivering service, providi ng 
traini ng/education. expandi ng risk coverage, enhancing loss control efforts, providing loss 
prevention incenti ve programs, and using information technology in providing trai ning and 
communications. A few reported new pract ices in financial management. The specific activ ities 
and changes are reported in Appendix I. The reported innovations and changes are consis tent 
with Gagne's (2007b) fi nding. A pool must "constantly refine, repackage, and resell its programs 
to increase the pote nti al for member retentio n" (p. 8). 
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Reviewing the websites, newslel1ers, and the personal interview also reveal two more 
important changes. The fi rst one is that pools have moved to a holistic perspective in delivering 
risk management. Almost all of them have mission statements and strategic plans. They have a 
clear foc us on safety and ri sk control programs. Training and education are a highly integrated 
part of the programs. The survey shows that many are considering leadership development. 
Many pools are continui ng their commitment to the concept of we ll ness in the workplace. The 
concept of a holistic risk management approach (al so known as enterprise risk management or 
strategic risk management) has been used ex tensively in the private sector (Liebenberg and Hoyt 
2003); Qiao (2007) documented its emerging use in the public sector. This study seems to 
suggest that it is common among public entity risk pool s. 

The second major change is the creat ion of pools of pools. Pools are created with pools 
as members. Examples are the Government Entities Mut ual or Transit Reinsurance, the National 
League of Cities Mutual (NLC Mutual), and the Cou nty Reinsurance Limited (CRL) as 
discussed earlier. These are pools that have taken the pooli ng concept to share risk with other 
self-insured pool s across the li nes. Gagne (2007b) indicates that these pools of pools are created 
as a response to the emergi ng challenge of reinsurance consolidation. They are helpful at the 
excess layer that sits above the pools' self-insured retention leve l. There are some regional 
excess pools of pools. The California Excess Insurance Authori ty serves a number of other joint 
power authorities in California. Other regional reinsurance pools ex ist in four other states: Ohio, 
Iowa, Michigan, and Nebraska. The survey al so found that 42 percent of respondents indicate 
they are participating or are considering joining or forming a regional or national excess or 
reinsurance pool as shown in Table 3. 

D. How Changes Have Taken Place 
The findings are reported in Table 4. The most common source of ideas is from 

members' input. Other sources come from other pool s and conferences. Competiti on and trade 
journals prov ide additional sources . Seven more respondents stated (hat all of the sources help 
them to come up with new ideas. 

[Insert Table 4 here] 

What drives the interest in innovation? As shown in Table 5, the most important driver is 
the desire to meet the needs/demands of the pool members. This is logical since pools are 
established to provide services for their members. The second important factor is to maintain and 
ex pand the pools' membership, followed by a desire to secure more favorable excesslreinsurance 
terms. More than one third (36%) of the respondents indicate meeting or beati ng the competition 
moti vates innovation. Thi s competition can come from private insurance industry and from other 
pools, as di scussed earlier. In sum, most of the innovations deal with how to serve pool 
members. 
L1nsen Table 5 herel 

E. Issues, Challenges, and Problems 

What are the major issues, problems, and challenges pools will be facing in the next fi ve 
years? The author developed a li st of twelve issues from the li terature. The respondents are 
asked to identify from the list up to four issues. The results are rep0l1ed in Table 6. Looking at 
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the total times reported, maintaining the membership support and participation is the leading 
issue. Fifty-four times it is identified as an importan t issue . This is consistent with Jorgensen's 
(2008) comment that "self-insured groups (S IGs) work relentlessly to retain and grow 
membership" (p. 58). One way to do this is to communicate with members about the value-added 
services it can prov ide. Gagne (2007b) also has the same find ing. Membership retention and 
controlled growth are of great importance to hi s six interview panel ists. The next one is 
uncertainty arising from the new ri sks, followed by competition from pri vate insurance 
companies. By contrast, much fewer see competition from OIhers pools as a challenge. Looking 
at specifi c ratings, more respondents indicate competi tion from the pri vate insurance companies 
as the number one challenge (see Column 2 of Table 6). The second most common issue of 
concern is mai ntaining the membership support and participation . These two issues cou ld be 
comb ined as a survival issue for the pools. 
Unsert Table 6 here] 

The next generation of pool adminis trators al so emerges as an important issue for thirty­
one respondents. Gagne's interview paneli sts also reveal the same concern and they suggest that 
pool s develop succession plans and integrate the plan into the culture. Thi s is a big concern due 
to the following factors: I ) the essent ial characteristics for effecti ve leader ship is important to 
pool performance (Public Entity Risk Institute 2006); 2) pools' management would see 
signifi cant turnover in the next three to eight years; and 3) the emerging challenge of reinsurance 
consolidation, the ever changing insurance market, and the competition from the private sector 
and other pools make it essential that a pool manager shou ld have a high degree of not o nly 
technical experti se, but also profi ciency in pooli ng principl es and practices and a clear 
understanding of the unique needs of the pools membership (Gagne 2007b). It is important for 
pool managers and governing boards to select successors capable of handling this multi­
dimensional positio n. 

When asked what actions pools are taking being taken to address the issues pools are 
facing, there are a wide range of answers. However, several types of measures stand out. One 
type clearly focuses on the members and services to members. Another stream of action is 
commu nication among members, board members, and with OIher pools and working with other 
pool s. This is consistent with the fi nding that maintaining membership support and participation 
is one of the major problems and challenges. 

Organizational capability-building is also emphasized in over ten responses. Thi s 
includes developi ng and drafting a succession plan and grooming new leaders. Several also 
mention adding staff and increasing staff professional development and networki ng as well as 
orientation and trai ning of new board members. Many mentioned long-term plann ing and 
strategic plann ing as a way to address the issues they are facing. Another type of action is to 
bu ild fi scal capacity and improve the cost efficiency, incl uding initiati ng dividend programs, 
extendi ng discounts for good members, actuariall y determined adeq uate fu nding, and 
mai ntai ning fi nanci al strength to combat competition. 

V. Conclusion 
This research studied the current generation of public entity risk pools. It revealed many 

innovati ve practices and programs that public entity risk pools have engaged over the past few 
years in the areas of delivering services, providing training/education, expanding risk coverage, 
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enhancing loss control efforts. prov iding loss-prevention incentive programs, and using 
information technology. Particularl y interesting is the emergence of regional or national excess 
or reinsurance pools. There is also evidence that pu blic entity risk pools are taking a holistic 
perspective in delivering risk management and in fu nding risks. 

The survey al so found that the greatest motivation for the innovation is to meet the 
needs/demands of the members, followed by securing more fa vorable excess/reinsurance tenns, 
and meeting and beating competition. The major issues respondents identifi ed include 
maintaining membership support and participation, competi tion from private insurance 
companies, and uncertainty arising from new risks, and leadership succession. 

To conclude, the author offers two observations regarding pools and their innovations. 
First, public entity risk pools are member-oriented organizations. Serving the needs of their 
members is why they were created and why many innovated practices and programs took place 
as stated earlier. Member retention and improving and expanding the services will be very 
important for pool managers and will be a driving force for pools' developmem in the years to 
come. The second point is how changes in publ ic entity risk pools are related to private insurance 
market condition changes. To a large extent, the innovated practices and programs are irrelevant 
to what happens in the traditional insurance market. According to David Hayasaka, the former 
AGRi P board member and Executive Director of Washi ngton Schools Risk Management Pool, 
though the private insurance market helped to form pools in the fi rst place, pools develop 
regardless of market condit ions. Many innovative practices took place not because the current 
insurance market was hard or soft , but because the members needed them, or they wanted an 
edge against competitors. Many pools' innovations arc not avai lable in the private insurance 
market such as special education coverage, pre-claim coverage, and pre· loss legal consultation 
service. Indeed, how well poc>ls can meet the necds of their members and how well pools can 
communicate with their members and other stakeholders will determine the stabil ity and fi scal 
health of the pools. 

However, competition from the pri va te insurance industry and the changes in the overall 
fi nancial market do push the pools to be more innovat ive in providing services. For instance, to 
respond to the rapidly consolidating rei nsurance market , public entity risk pools "are designing 
innovative programs that call for innovat ive excess and reinsurance solutions" (S hull , 2005, p. 
I). The pressures of emerging and intense competition, the global reinsurance markel, and the 
emergence of new ri sks make it necessary for pools to fi nd ways to work with other pools and 
with the private sector as well to tap the talents and skill s that they need to open up new services 
for their members. 

This is an exploratory study about the current generat ion of pools. More studies about 
pools, their perfonnance and their roles in publ ic financial managemcnt is warranted . From a 
public budgeting and financial management perspecti ve, research topics should incl ude pools' 
fi scal cond itions, thei r investment strategies, the impact of pool service on their members' 
budgeti ng, and what fi scal constraints they will have when they move ahead . Poos also provide 
a rich ground to test such management theories as agency theory. Jus t as in a corporate setting, 
there are two sels of interests: pool 's members' and the director's. Given the fact thm pools focus 
on members, will the director's interest align with the members' ? And how? Or will agency 
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theory work the same for the pool setting as in the corporate setti ng? This would also be an 
interesting research question. 
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Table I . Types of public entities eligible fo r membership 

2006 Survey 2004 AGRi P Source Book 
(N=8 1) (N=363) 

Multiple T ypes of Entities 30 (37%) 140 (39%) 
Two types 13 (16%) 55 ( 15%) 
Three types 6(7%) 26 (7%) 
Four types 5 (8%) 30 (8%) 
Five types 2 (4%) 16 (4%) 
Six types 2 (2%) 8 (2%) 
Seve n types 1 (1 %) 5 (1 %) 
Eight types 1 (1 %) N/A 

Single T ype of Entities 51 (63%) 223 (6 1%) 
Municipalities 12 (15%) N/A 
Counties 7 (9%) N/A 
School districts 16 (20%) N/A 
Special diSiricts 3 (4%) N/A 
Housing authorities 6(7%) N/A 
Transit authorities 3 (4%) N/A 
Townships 3 (4%) N/A 

Table 2. The background of t he pool ' s current execut ive directors (N=84) 

Number o f Respondents % of the total respondents 

Another pool 14 17% 

The insurance industry 17 2 1% 

A pool service provider 5 6% 

The membership 7 9% 

Internal promotion within 
17 2 1% 

the pool 

Other 24 30% 
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Table 3. Competition, Innovations and Success (N=83) 

To what extent do you agree with the following statement? 

Not at 

Top number is the count of respondents. all Strongly 
Indi fferent Agreo Strongly 

Bottom % is percent of 10Iai respondents disagree agree 

We arc experiencing competition from 26 9 9 26 II 
other pools. 32% 11 % 11 % 32% 14% 

We arc experiencing competition from 10 IS II 29 13 
private insurance companies. 12% 22% 14% 36% 16% 

We have to make constant changes & t 4 9 36 30 innovations. otherwise we might fall 
1% 5% 11 % 44% 38% backward. 

We have succceded in most of our recent t I 10 42 24 
changes/innovations 1% t% 13% 54% 30% 

Wc arc divcrsifying our product/service 39 II IS II 2 
mix (e.g. into financial services life 48% 14% 22% 14% 2% insurance, etc.) 

We are looking to diversify by 33 13 19 7 9 
underwriting differen t types of local 

41% 16% 23% 9% 11 % 
entities. 

We are a participant in or arc considering 25 8 IS II 22 
joining a regionaV national reinsur;lrlce 31 % 10% 19% 14% 27% 
pooL 

Table 4. Sources for ideas to change (Multiple responses are permitted) (n=8 1) 

# of respondents % of total 

J acquire my ideas directly from members' input 65 8 1% 

J acquire my ideas from other pools 6 1 76% 

J acquire my ideas directly from conferences 57 71 % 

J acquire my ideas from the competition 39 49% 

J acquire my ideas from trade journals 30 38% 

Others 22 28% 

t" 
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Table 5. What Drives the Inte rest in Innovatio n ? (M ulti ple responses a re perm iu ed) (n=8 1) 

# of responde nts % of tOial 

To meet the needs/demands of our members 73 91% 

To maintain and expand the pool' s membership 41 51 % 

To sec ure more favo rabl e excess/reinsurance terms 32 40% 

To meet or beat the competitio n 29 36% 

Executive motivations 22 28% 

Other motiv~\t iolls 12 15% 

Access to capital 5 6% 

Table 6. The Most Important Four Issues Pools Will Be Facing in the Co m ing Fi ve Years 

N_81 Frequency of Ra ti n s # 1. #2. #3, #4. 
#1 issue '2 #3 issue .4 Total ti mes of being 

issue issue identified as an issue 
Maintaining the membership 15 17 16 6 54 
support and participation 
Uncertainty arising from the 8 6 II 16 41 
new risks . 
Competit ion from pri vate IS 8 I 13 40 
insurance compan ies 
Next genemtion of pool 6 6 10 9 31 
admin istrators 
Generating/maintaining 3 9 6 6 27 
adequate fin ancial capital 
State and/or Federal 10 4 7 6 27 
regulations. 
Com tit ion from other " 7 13 5 I 26 
Tort reform or loss of tort cap 3 9 10 4 26 
or immunity. 
Diffi cult to provide cost- 3 I 9 4 17 
effecti ve service . 
Lack of quali fi ed !'Sonnel 2 3 2 6 13 
Lack of a long-term mission 3 2 0 6 II 
and plan. 
Possible merge with other 0 I 2 2 5 

I Dools. 

Appendix 1: Selecti ve Changes and Innovations during 2003-2006 Reported in the Su rvey 

New coverage 

• Litigatio n 



Journal of !he Acade my of Fi nance : Summer 2C08 

• No-fault mold coverage for remediat ion and repair 
• No-fault acc ide nt insurance and WC-Free AcclHealth coverage for all volunteers 
• Modifying and broadening ex isting coverage, concentrating on poor performing members 

Education and training 
• Multi media and onli ne training 
• FATS -fire arms trai ning system 
• Training conso rtium with other agencies and training partnership with member assoc iations 
• Right-to-know training. law enforcement/jailer training 
• Leadership/supervisor training 
• Fireanns trai ning simulator. driver training simulator 
• Loss control training 
• Trainers go to the locals and to the hi gh- risk locations 
• Increasing freq uency in trai ning and providing systematic training program 

Loss control 
• Results-oriented risk control, loss control granls to members 
• Strong preventive benefi ts and personal service 
• Law enforceme nt loss control resources, safety audi ts 
• Cost allocation based on miles and hours 
• Implementi ng multiple risk control programs 
• Vehicle acc ident prevention program 
• Annual loss control evaluation rating an d loss control excellence program 
• loss incentive program (loss control premium credit program , premium incentives for 

compliance, safety credit program) 
• Linki ng root causation data to prevention programs 
• Comprehensive loss control , risk awareness program 
• Safet y videos and more services with new techn iques (more strategic data-dri ven approach) 
• Expanding safety audits, extensive outreach efforts 
• More proactive measures (e.g., testing employees ' strength, pro-employment physical) 
• Setti ng up loss prevention committees 
• Using onli ne inspection and increasing fi eld presence 

Fi nancing management 
• Using reinsurance instead of insurance 
• Balanci ng capital growth and dividends. sending di vidends to members 
• Providing capital contribution to captive insurer (GEM) 
• Developing a specific pool surpl us formula 
• Implementing dividend and rate stabili zation funding 
• Basing propert y premium on three year rolling loss 

New services 
• ED! transmission for medicalJimaging system in house 
• Offeri ng contract review services 

''0 
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• Establishing award/grant program 
• Providing general adm inistration technique support to membersh ip 
• Using in-house clai m database 

Claim administration 
• Using new technology such as onli ne claim report ing and web-based claim system 
• Using new software to streamline operation, using own data system 
• Bringing claim in house and increasi ng in-house staff 
• Starting investigation prior to claim being filed 
• Using comprehensive claims audit or ann ual claim audit 
• Hiring the best and loweri ng case loads 
• Using toll free telephone reporting, establ ishi ng best practices 
• Improving response time and closure, more training 10 the clai m slaff. 

Legal defense 
• More in-house counsels, more active rev iew 
• Early intervemion in administration and hearing 
• Using speciali sts in the fi eld of school law 
• Adding litigation management software 
• Cultivating new defense teams for spec ialized areas 
• Providing immediate access to legal cou nsel as needed, pre-defense reviews 
• Major incident investigations 
• Beller tracking cases referred to outside cou nsel 

'" 
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