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MOTOR RECOVERY management should
be a high value part of every insurers
claims operation, as each pound recovered
goes straight to the bottom line.

In a soft market the spotlight ought to shine
more brightly on recoveries and experts at a
recent Post roundtable, in association with
Clear Technology, were, therefore, asked if
this is happening.

Wendy Lloyd, legal and third parties
manager for general insurance claims at
Co-operative Financial Services, started the
debate by explaining that CFS had taken
the decision to appoint a specialist division
for motor recoveries. She explained: In
2006 we changed our model so that the
motor recoveries unit was centralised and
became a specialist unit rather than being
a general part of the claims process. This
has been very successful and there has
been an increase in the volume and value of
recoveries that we make.

Matt Paterson, claims service manager at
Admiral, added that his rm had also done
this: We have specialist recovery teams and
have had for the best part of eight years. We
have long agreed that specialism is good and
people move from the recovery units to start
their liability training and then go into the
third party units from there and then on to
bodily injury .

And although this seemed to be a pattern
around the table, Tim Crossley, managing
director for Clear Technology, pointed out
that not all insurers are doing this. He said:

Both the US and UK markets are seeing
a trend towards specialisation and having
a professional team in place speci cally
focused on the recovery. Everyone recognises
it is important, but not everybody has got
the organisation here at the moment yet.

A new focus on motor recoveries has
prompted this move to specialisation
according to Natalie Cooksammy, solicitor
advocate and partner at Cozen O Connor.

Specialist units are developing and that has
alot to do with the fact the world is changing
and people are a lot more litigious than
before. In all fairness the insureds themselves
have become a lot more commercial, as they
know insurers can recover losses for non-
fault accident. In the last few years the whole
process has become much more expensive
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Motor recovery management should be high on all insurer priorities
as any money received goes directly back to the company. Stephanie
Denton seeks opinions on how the industry is treating this sector and

asks where can it can develop further.

than it used to be. Recoveries are far more
serious because the amounts are now higher
than they used to be.

And she believed pressure in the market
was making this even more important.

There is a lot of competition in the motor
claimsindustry, sheexplained. Insurersare
trying to out do each other in terms of what
they are offering, meaning that premiums
are much lower. However, at the same time,
insurers liabilities are going up because the
claims are more expensive. Recovery actions
make sense because insurers can recuperate
the money being paid out, in order to help
their bottom line pro ts.

John Searl, motor claims manager at Brit
Insurance, agreed costs are an issue: The
market is generally soft and costs are an
issue whether it is operating costs, claims
costs or recovery costs. So it is only right
that we look at all those areas and recovery
is something that helps get our money back
as quickly as possible as it goes on our
bottom line.

However, he argued that insurers have
always seen recoveries as high priority
and Mr Paterson agreed: We have always
recognised the recovery process to be a key
part of our business and that is why we
have had specialist teams for as long as we
have had.

The Motor Insurers Bureau also sees
motor recoveries as a high priority as
Michael Williams, its recovery manager,
explained: We are a funded organisation,
funded by the insurance companies. We
have been trying to collect as much as we

can back so it reduces the levy on insurance
companies each year. For example, if we
collect £15m, there will be a reduction of
£15min the overall levy. And he added key
to this was starting recoveries as early as
possible in the process.

Mr Crossley supported this: When we
talk to insurers out there everyone is looking
to bring the start of recoveries much earlier
in the claim life cycle and they are looking
at ways to use technology and processes to
support that.

In fact, Ms Cooksammy said recoveries
should ideally run concurrently with the
normal claims process: Ideally, when a claim
is submitted the recovery action should run
in tandem to the actual claim. The recovery
action should never hamper the claim because
that would undermine the insurance policy,
but it can be investigated and pursued if
insurers have specialised recovery units.

This arrangement is actually the best
method, as often third-party insurers can be
identi ed early and often chose to step in to
pay the claim from the outset. This helps the
innocent party s insurer because they do not
have to incur any nancial loss; the insured
because their claims history is protected and
their uninsured losses paid; and the third
party s insurer because they can ensure that
they mitigate their losses from the outset.

Mr Crossley added that identification
was needed for this: Identification is
key but it is also prioritisation as well. It
is important to understand the potential
recovery opportunity and the scale of it
and the recoverability of it as early as
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possible. I think one of the challenges that
motor recovery teams have is that it is hard
to decide which cases to attack when and
in what order. Help and assistance with
prioritisation of the work load is something
that we are seeing as an important factor.
Ms Cooksammy echoed this: The whole
ideal of a successful recovery action is the
earlier you get in there the more likely you
are to be able to identify the potential third
parties, assess their assets, and gather
the evidence needed to prove the claim.
Early identi cation is the key to success in
any recovery action without a shadow of
a doubt.
But Suzanne Kearney, director of SLS,
a Crawford company, considers that motor
departments are a lot more advanced on
the issue of recoveries than some other
insurance sectors. She explained: A lot
of insurers have focused on technological
developments and drive on recoveries in the
motor area and, from a liabilities point of
view, it is interesting to see how other areas
of the market are adopting methodologies
that have been applied to the motor industry.
The focus is on bringing recoveries to
the front end of the claims process and
exchanging information in the early stages
so the recovery can swiftly progress.
Queries were raised as to whether
data protection would be an issue but
Ms Cooksammy explained: What you
are trying to do is investigate and gather
evidence and identify the third party
there is no data protection on that. You
are trying to identify the third party and
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see whether or not they are liable, so you
are gathering evidence, if needed, forensic
evidence  and piecing it all together.

But she acknowledged that insurers would
s0on need to assess if pursuing recoveries are
cost effective: There is no point in pursuing
any recovery unless there is a pot at the end
of it. Some of it is down to judgement and
no one wants to throw good money after bad.
Theinitial letters nd out whether or not the
liable party is insured, and at that point you
can see if it is going to be an easy recovery
or a hard one. Once you go down the route
of asset checks there might be an issue over
whether it is cost effective to pursue it.

The debate next turned to how recovery
potential was recognised using technology
or the skills of individual staff. Ms Kearney
explained that this is not just down to one
thing: Success is a combination of process
and training of people. Motor claims and
recoveries are recognised as a specialist area

Recovery actions make sense because insurers
can recuperate the money being paid out, in
order to help their bottom line pro ts. cooksammy

and people need to be trained properly so they
can understand any ags the system brings
up. Any technological process will only get
so far, as it as still needs to have a trained
and skilled person looking at technical claims
aspects and recovery parameters.

Mr Searl explained for his rm: Itis down
to the individual claims handler to make the
decision. We still need someone with that
experience to make a decision although it
can be down to economics.

However, Mr Williams argued that
recovery is so specialised that it must be
the right person making the decision: We
don t rely on the claims handler to make the
decision to pursue recoveries. You can have
a claims handler who is trained in claims
handling, which is very customer focused,
but it is a different set of skills to actually
try to recover money.

Martyn Kyle, business development
director at Clear Technology, agreed that
this is true but added that systems could
be used to direct recoveries to people with
the right level of experience. He explained:

It helps if there is streaming of recoveries
so there is allocation of less complex claims
to people with less experience. This leaves
the experienced in the team to deal with the
more complex recoveries.

Mr Crossley echoed this and added: If
you capture the right data in the rst place
you are able to automatically come to some
sort of score of the recovery and then are
able to allocate that case to the right skill
level within the recoveries team.

He added that technology was needed
for the more complex claims: We have a
number of rms using scoring in the US
and the driver for that is that, if you give
it to the recoveries expert to decide what to
do, they will go for the low hanging fruit
because that means it is off their desk and
they have achieved something. That is not
always the best outcome for the individual
or the company so you cant really leave it
to the individual employee.

However, Mr Paterson said that the
right culture could tackle this: It is how
you manage teams that is important. We
celebrate and reward our spectacular
recoveries. People make a fuss so that is a
culture we have put in place. People want
the technical stuff and they want to achieve
dif cult things within our company.

And Mr Williams argued that some
technology could tackle those easier claims:

We have processes that can pick up on
the low hanging fruit, easy recoveries,
and collect on those automatically. By
their nature all uninsured claims are quite
hard work. For us insured claims are the
low hanging claims because they are less
challenging and they are easier to recover
than uninsured damages.

The debate then moved on to measuring
the success of recoveries with Mr Searl
explaining: Treating customers fairly is a
part of it this process as the policyholder
wants their no-claims discount protected,
so there is a customer care angle too.
However, he added that this problem is
often only identi ed when the policyholder
raises an issue.

Ms Lloyd added: With TCF we are going
to have to be able to say how we measure
it and we are all in the quandary of how to
answer that question and measure that.
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A solution was suggested by Mr Crossley:
If you could show you have procedures and
automated processes in place, which drive
behaviour by a certain time frame, that is
the best way to handle this. For example, the
claims can t go beyond a certain time-frame
because if it does this escalation occurs
to make sure the problem is highlighted
to someone. These are internal processes
where the system can ensure a claim is
not missed.

However, Mr Searl argued that the drive
at the moment from insurers is likely to be
money because we can measure that every
month and we can compare like to like .

We started to measure recoveries as a
percentage of accident damage spend awhile
ago, explained Mrs Lloyd. This enabled
us to benchmark against other insurers and
track our progress against previous years.
It is still dif cult to benchmark accurately
because you don t know how other insurers
are measuring, for example, what actually
makes up their calculation. However,
internally we publish recoveries in both
monetary value and as a percentage of AD
spend because people understand money.

However, Mr Paterson added that other

gures are relevant too: The interesting

gureisthe percentage you got back compared
to what you thought you were going to
get back.

However, Mr Williams explained the
MIB looked at the number of successful
recoveries rather than money recovered: One
of the main functions of the MIB is driving
down uninsured drivers. We will go after an
uninsured driver to put a message out to the
media that this will not be tolerated in the
UK. One of our measurements is the number
of defendants we are recovering from  not
just the value.

Ms Cooksammy agreed that this was
important and highlighted the importance
of recoveries for the public: If people think
they may be pursued they are more likely to
getinsurance. There isa moral and equitable
aspect to recovery actions, as why should the
faulty party get away with paying a claim
just because they decided not to take out a
policy of insurance.

However, she added that UK insurers in
general could learn from the US in terms
of measurement. There is a lot of focus
on this in the US, and the claims handler or
subrogation handler is assessed constantly
on what they have to do. The methodologies
adopted and the technology used is about
15 years ahead of what we have in the UK.
In terms of looking forward there is no
doubt the UK market needs to make that
transition. Most people think they do have
good subrogation practices and then they
look at the way the they are doing it in the
US. It is an education and an eye opener to
see just what is available.

Mr Kyle echoed this, adding: The US
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The big issue: the
panel discuss the need
to raise the pro le of
motor recovery.

is looking at the total potential. There is
benchmarking and that is where technology
is helping the market out. This is where the
UK can seek to improve.

As well at looking to measure success
rates it was agreed that measuring the cost
bene ts of recoveries were also important.
Ms Cooksammy explained that insurers
have this high on their list of priorities:

Economics are always a issue. The ability
to pay is a key factor but also legal costs
are an issue. A lot of legal costs are no-win-
no fee arrangements now, but investigation
costs and court fees can sometimes be
relatively high.

Mr Williams agreed that court fees are
an issue: We dont think everything is
recoverable. Some handlers say we would
like to settle the claim because if we get
involved in recovery it would escalate the
costs. Some defendants just want their day
in court and that can drive up the claims.
From a cost bene t 1 will look at my right to
waiver recovery to get a better settlement, as
in a sense we have actually made a saving by
not incurring high legal costs.

Mr Kyle explained that technology could
help for some costs such as investigation:
We have looked at low value claims that
are uneconomical to recover from and
technology makes it possible to automate
that. So they can work on low value claims
and accelerate the recovery process to drive
down costs.

And it seems insurers are happy to
invest in this area for the right information
according to Mrs Lloyd: We invested in the
ability to trace people online and check their

nancial status  we thought long and
hard about it but the bene ts have revealed
themselves very quickly. Although we
attempt to pursue every recovery regardless
of value, with this tool, we can make an
assessment on whether it is a viable option
to issue proceedings and chase the money
through the courts, especially for lower
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value claims. We still have to use our
judgement but at least we can see if they
have County Court Judgments and owe
substantial sums of money.

The question was then raised as to whether
insurers would, therefore, outsource this
process to save money. Ms Cooksammy
explained that this does happen but
acknowledged this approach is not problem
free: In the north of England there are a lot
of outsourcing companies that charge as
little as 2% for recoveries made. They do
this because they want to get their hands on
the personal injury work that often follows
road accidents, so they don t always mind if
they dont make a pro t on the road traf ¢
accident claims.

However, if insurers only outsourced
difficult cases keeping the easy ones
in-house  then many companies would
consider this unfair because they make money
on the cases where liability is proven  itsa
swings and roundabouts situation.

Obviously, if you only outsource the hard
work, there is the worry that companies
will increase their charges, to re ect the
dif cult recovery conditions of the work
being received.

Mr Searl agreed: This is a statistical
thing, no one wants to give away the easy
money and there are companies out there
that will take on hard recoveries. The
biggest percentage of cases are easy.

There was general agreement that things
still need to be improved and that the
industry has a long way to go if it wants
to offer everything it can to its customer in
terms of recovering all money owed.

We need to make sure the recoveries
process is in place at the outset of the claim,
explained Ms Kearney. At rst noti cation
of loss we need to be identifying if this
is a recoveries case and putting the right
processes in place. The motor insurance
industry is much more advanced in this than
other sectors but there is still work to do.

Mr Williams said advances would
be made if the industry had the right
technology: We need to make sure we have
the right collection and tracing technology
as at the moment we are borrowing from
other industries and our own needs are
falling short.

And Mr Crossley added that raising the
pro le of the issue would help: We need to
build on the good work in the market place
and raise the pro leto nancial directors as
to how much money there is a available to
insurers through recoveries.

Mrs Lloyd concluded by explaining that the
future would see a balancing act for insurers:

The biggest challenge is making everything
add up, such as, assessing the economic
bene tsof recovering on every claim, driving
down premiums, ensuring we treat all of our
customers fairly, lowering costs and helping
to increase the bottom line. POST
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