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Foreword
Aon is pleased to present you the findings of the 2011 Industrial and Materials Industry 
Report.  The industrial and materials industry grouping, which represents the largest 
concentration of Aon clients around the world, consists of manufacturers in several sub-
industries which include automotive, metals, construction and agricultural equipment, 
building materials, industrial machinery, and defense contractors.

Over the past few years, the industrial and materials sector has faced many risks and 
challenges, which have no doubt changed the way companies view and prioritize their 
resources in response to risk. In this report, we would like to highlight a few key findings 
and observations to guide you through the multitude of interesting risk management facts 
and figures:

• Industrial and materials respondents list economic slowdown as a top risk as they wrestle 
with the slow pace of recovery in the U.S. and the challenges of forecasting demand at a 
time when the European economy moves quickly into a recession while growth in China’s 
economy is expected to slow. 

•	 With raw materials and energy making a significant contribution to cost of goods sold, 
commodity price remains a top risk for the industrial and materials sector. Concerns over 
price volatility loom large.  When prices cannot be secured, cost structure, budget, inventory 
and production will all be affected.

•	 Business interruption and supply chain failure takes a high profile on the list of major risks, 
fueled by the impact of natural disasters around the world in 2011.  

•	 There is an undeniable interdependence among many of the top risks and economies around 
the globe.  It is more important than ever for organizations to embrace an enterprise-wide 
approach to managing risk, and optimize their strategy on a global basis. 

•	 While industry participants continue to enjoy favorable terms from a healthy insurance 
market, they also look for further efficiencies in their approach to risk financing through the 
use of captive insurance companies.

History provides only a partial understanding of risk for the future. In an industry that 
contributes significantly to the growth of Gross National Product in most industrialized nations, 
global manufacturers will be challenged by an ever evolving risk profile. To effectively manage 
risks, organizations must assess the likelihood and potential impact of all viable risk events in 
order to be prepared for the next catastrophe and maximize future growth opportunities. 

If you have any comments or questions about the survey, or wish to discuss the findings 
further, please contact your Aon account executive.

Best regards,
               

Mike Stankard 
Managing Director 
Industrial and Materials Practice 
Aon Risk Solutions 
mike.stankard@aon.com 
+1.248.936.5353
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Executive Summary
Organizational sustainability in the industrial and materials industry 
demands proactive understanding and management of risk . In the current 
environment, the industrial and materials industry’s risk profiles evolve 
quickly . Recent events such as regulatory reform, high-profile product 
recalls, changing consumer preferences, and natural catastrophes remind us 
that threats to organizations increasingly come from all directions and  
in many different forms . The ability to manage these risks is key to survival 
and success .

Staying fully informed and up-to-date with the latest trends around risk 
is the best way to remain competitive and relevant in the evolving global 
market . We provide this report to clients for this very reason — to help 
you stay abreast of emerging issues and to learn what your peers and 
competitors are doing to manage risks, overcome challenges and capture 
opportunities . The report is comprised of four main components:

	Risk insights include top 10 risks faced; reported readiness; losses related to risks; how organizations 
are identifying and assessing risks; external drivers affecting risk management.

	Client insights include priorities in choice of insurer; desired market changes; chief risk officer; risk 
management departments; retentions; limits; global programs; and use of captives.

	Market insights include discussion of coverage terms and conditions; carrier/market place 
participation and changes in premium rates.

	Financial insights include analyses of market environment for the industrial and materials sector.

Key Findings

Risk Insights
•	 Greatest risks – The two greatest risks cited by 

respondents in the industrial and materials sector to 
Aon’s 2011 Global Risk Management Survey are economic 
slowdown and commodity price risk.

•	 Risk preparedness for the top 10 risks – Compared 
to the overall respondent group, the industrial and 
materials industry’s average risk preparedness for the  

top 10 risks was 8 percent lower than the overall group 
of 69 percent. Respondents rate distribution or supply 
chain failure as the least prepared top risk, at 51 percent. 

•	 Losses associated with top risks – For the industrial and 
materials industry, economic slowdown tops the list of risks 
with the most losses in the past 12 months, at 76 percent.

•	 Identification and assessment of major risks – Survey 
respondents cite senior management’s intuition and 
experience as the primary method to identify and 
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assess major risks facing their organizations, followed 
by business unit risk registers and board level discussion 
and analysis. In practice, industrial and materials industry 
companies typically utilize a combination of the above 
methods as part of the regulatory compliance.  

•	 External drivers strengthening risk management – 
Economic volatility, investor demands and increased 
regulatory scrutiny are the most important external 
drivers strengthening risk management for the industrial 
and materials industry.

Client Insights
• Priorities in choice of insurer – Value for money/price is 

the highest ranked priority among industrial and materials 
respondents followed by financial stability/rating.

•	 Desired market changes – Industrial and materials 
respondents are looking for broader coverage/better terms 
and conditions, along with increased ability to recognize 
internal risk management through lower premiums.

•	 Chief risk officer – Twenty-two percent of the industrial 
and materials respondents say their organizations have 
a CRO, versus 31 percent for all industry respondent 
groups. Among the organizations with CROs, 12 
percent indicate that the CRO’s role includes traditional 
insurance/hazard risk management. The other 10 percent 
say their CROs do not handle traditional insurance/
hazard risk management.

•	 Risk management department – Sixty percent of 
industrial and materials respondents indicate that they 
have a formal risk management department. Among 
those, 54 percent say their risk management department 
reports to the CFO.  

•	 Retentions/deductibles – The majority of industrial and 
materials companies have not changed their retentions 
since the prior policy period.

•	 Umbrella/excess liability limits – The average limit 
purchased by surveyed industrial and materials companies 
is USD150 million. The highest limit purchased is USD1 
billion and the lowest limit purchased USD1 million. 

•	 Directors’ and officers’ liability limits – The average 
limit purchased by publicly traded companies in the  
S & P Sectors Industrials and Materials is USD77 million. 
The highest limit purchased amounts to USD500 million, 
while the lowest limit purchased is USD1 million. 

•	 Global programs – When industrial and materials 
respondents with operations in more than one country are 
asked how they purchase/control their insurance programs, 
61 percent indicate that their corporate headquarters 
controls procurement of all of their global and local 
insurance programs while 33 percent say their corporate 
headquarters purchase some lines and leave local offices 
to handle other lines. Among the global policies that 
organizations have purchased, the most common types are 
general liability including public/product liability, D&O, 
and property damage/business interruption. 

•	 Use of captives – Twenty-nine percent of surveyed 
industrial and materials companies report having an 
active captive or Protected Cell Company (PCC) while 
16 percent indicate a plan to create a new or additional 
captive or PCC in the next three years. The most 
common coverages currently underwritten are property, 
general/third party liability, and product liability and 
completed operations.

Market Insights 
• Coverage terms and conditions – The industrial and 

materials industry remains competitive in terms of 
coverage provided and enhancements available.

•	 Premiums rates – Commercial insurance in the industrial 
and materials industry is considered to have been in a 
soft market for many years. Based on current analytics 
available, the situation has started to abate but the level 
of change varies by coverage line.

Financial Insights
•	 Financial insights – In terms of annual revenue change, 

the manufacturing sector, which includes industrials and 
materials, has matched or outperformed the Russell 3000 
company group and experienced positive growth in the 
last seven quarters and is forecasted to continue to grow 
and top this group of companies in Q1 and Q2 of 2012.  
While this sector has seen expansion in market capital 
since Q4’09, year-on-year growth in the last two quarters 
of 2011 and first quarter of 2012 has turned negative.  If 
we look at employment numbers for the manufacturing 
sector since Q4’09, we observe an upward trend and 
positive year-on-year growth since Q4’10.
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Risk Insights
In today’s global environment, industrial and materials companies are facing increasingly complex 
challenges – global economic volatility, extensive regulatory and compliance changes, rising litigation, 
and supply chain failures that could potentially disrupt businesses. The stakes for organizations are 
high. It has never been more critical for businesses to access accurate and up-to-date information 
and proactively address business risk at every level of the organization. We find that companies in the 
industrial and materials industry are evaluating and enhancing their operational risk programs more 
frequently to better identify and quantify risk, and support risk retention and risk transfer strategies.

Within this section of the report, we provide industry specific insight into:

  Top 10 Risks

  Risk Preparedness for the Top 10 Risks

  Losses Associated with Top 10 Risks

  Identification and Assessment of Major Risks

  External Drivers Strengthening Risk Management

Top 10 Risks 

Respondents are provided a list of 49 risks and asked to select 10 that they believe to be the top risks facing their 
organizations. Economic slowdown is ranked as the most challenging risk for the industrial and materials sector as they 
wrestle with the slow economic recovery. 

Ranked second on the list is commodity price risk. Commodity price remains a top risk for the industrial and materials 
industry as respondents are still concerned over volatility in prices of raw materials and energy. When prices cannot be 
secured, cost structure, budget, inventory and production will all be affected.

Distribution or supply chain failure remains a key issue for this sector. The growing complexity of global supply chain 
interactions and rapid developments in technology are widening the range of supply chain risk issues for industrial and 
materials companies. Internal and external supply chain risks threaten business continuity.  This challenge is compounded 
as the trend to outsource component parts and offshore production becomes more prevalent in the industrial and materials 
industry.

Failure to attract or retain top talent rounds out the list of the top 10 risks. With the current high-unemployment rate, this 
seems counter intuitive. However, it does reflect the changing business environment– demographic shifts in the workforce, 
talent shortages, economic pressures and globalization, all of which are straining the process of recruiting and retaining top 
industry talent. Securing, retaining and maximizing talent require a thoughtfully designed talent strategy—one that includes 
rigorous and appropriate recruitment, assessment and development. As the global pool of available candidates becomes 
increasingly smaller, the ability to attract top talent has significant bottom-line implications. 

When we look at the top 10 risks as a whole, there is an undeniable interdependence among many of these risks as well as 
economies around the globe. It is more important than ever for organizations to embrace an enterprise-wide approach to 
managing risk, and optimize their strategy on a global basis.
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The natural disasters that occurred in Japan (earthquake and tsunami) and Thailand (flood) in 2011 caused widespread 
supply chain failures for the automotive and other industrial manufacturing sectors, and served as a wake-up call for all 
manufacturing companies to more carefully evaluate the interdependencies of their global operations more carefully.

Industrial and Materials industry 2011 Top 10 Risks

Rank Industrial and Materials Industry 2011 Top 10 Risks

1 Economic slowdown

2 Commodity price risk

3 Failture to innovate/meet customer needs

3 Business interruption

5 Increasing competition

6 Distribution or supply chain failure

7 Regulatory/legislative changes

8 Exchange rate fluctuation

9 Globalization/emerging markets

10 Failure to attract or retain top talent

Data Source: 2011 Global Risk Management Survey  
Where ranking numbers are duplicated that indicates a tie

If we break down this industry further to sub-industries or groups of companies which identify themselves as machinery and 
equipment manufacturers, non-aviation transportation manufacturing, and metal milling and manufacturing, we observe 
a general consistency in the prioritization of risk factors, with the exception of the risk of regulatory/legislative changes, 
which varies in priorities between the groups.

Machinery and Equipment Manufacturers/Non-Aviation Transporation Manufacturing 2011 Top 10 Risks

Rank
Machinery and Equipment Manufacturers 2011 
Top 10 Risks Rank

Non-Aviation Transporation Manufacturing 2011  
Top 10 Risks

1 Economic slowdown 1 Economic slowdown

2 Failture to innovate/meet customer needs 2 Failture to innovate/meet customer needs

3 Distribution or supply chain failure 2 Commodity price risk

3 Regulatory/legislative changes 2 Increasing competition

5 Business interruption 2 Distribution or supply chain failure

6 Globalization/emerging markets 6 Business interruption

7 Increasing competition 6 Failure to attract or retain top talent

8 Commodity price risk 8 Exchange rate fluctuation

8 Failure to attract or retain top talent 9 Regulatory/legislative changes

10 Exchange rate fluctuation 9 Technology failture/system failure

9 Damage to reputation/brand
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Metal Milling and Manufacturing 2011 Top 10 Risks

Rank Metal Milling and Manufacturing 2011 Top 10 Risks

1 Economic slowdown

2 Commodity price risk

3 Business interruption

4 Increasing competition

5 Failure to innovate/meet customer needs

6 Capital availability/credit risk

7 Exchange rate fluctuation

8 Commodity price risk

9 Cash flow/liquidity risk

9 Environmental risk

Data Source: 2011 Global Risk Management Survey  
Where ranking numbers are duplicated that indicates a tie

Risk Preparedness for the Top 10 Risks

Preparedness for risk was evidenced by having a plan in place to address the risk or having undertaken a formal review of 
that risk. Compared to the overall industries group, the industrial and materials industry’s average risk preparedness for the 
top 10 risks was 8 percent lower than the all industry group of 69 percent.

Top 10 Risks Reported Readiness - Industrial and Materials

0 10 20 30 40 50 60 70 80

Failure to attract or
retain top talent

Globalizing/emerging markets

Exchange rate fluctuation

Regulatory/legislative changes

Distribution or
supply chain failure

Increasing competition

Business interruption

Failure to innovate/
meet customer needs

Commodity price risk

Economic slowdown 59%

Industrial and Materials All Industries

64%
72%

76%
73%

68%
58%

69%
56%

71%
51%

68%
60%

65%
66%

73%
63%

72%
54%

60%

Data Source: 2011 Global Risk Management Survey
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Risk preparedness for distribution or supply chain failure and increasing competition display the greatest variance from 
the all industries group.  Risk preparedness for distribution or supply chain failure and increasing competition were 17 
percent and 15 percent below the all industries group levels respectively.  Distribution or supply chain failure is indicated by 
industrial and materials respondents as the least prepared among the top 10 risks, at 51 percent.

Losses Associated With Top 10 Risks

Among the top 10 risks, respondents cite economic slowdown as the top risk that has led to a loss of income in the past 
12 months. For the industrial and materials industry, 76 percent of surveyed companies say they have experienced a loss 
of income due to economic slowdown, which is above the all industries rate of 67 percent. On an aggregated basis, the 
average percentage reported by this industry for losses related to the top 10 risks was 32 percent compared to 31 percent 
for all industries.  Economic slowdown displays the greatest negative variance from the all industries group (9 percent) 
while a regulatory/legislative change has the greatest positive variance (8 percent). 

Despite the gradual economic recovery experienced in the US during 2011, we expect that the declining economic climate in 
Europe will have a significant impact on global manufacturers in 2012, making economic slowdown the industry’s top risk.

Loss of Income From Top 10 Risks - Industrials and Materials

0 10 20 30 40 50 60 70 80

Failure to attract or 
retain top talent

Globalizing/emerging markets

Exchange rate fluctuation

Regulatory/legislative changes

Distribution or supply chain failure

Increasing competition

Business interruption

Failure to innovate/
meet customer needs

Commodity price risk

Economic slowdown 76%

Industrial and Materials All Industries

67%
46%

45%
22%

20%
22%

20%
44%

42%
13%

16%
14%

22%
51%

43%
16%

19%
19%

14%

Data Source: 2011 Global Risk Management Survey
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Identification and Assessment of Major Risks 

Survey respondents say senior management’s intuition and experience is used as the primary method to identify and assess 
major risks facing their organizations, followed by business unit risk registers and board level discussion and analysis. In 
practice, industrial and materials companies are using a combination of the above methods as part of regulatory compliance.

Should organizations relying predominantly or exclusively on management experience and intuition for their major risk 
decisions be concerned?

In today’s fast evolving business environment, where the past may not always be the best predicator of the future, exclusive 
reliance on senior management’s intuition and experience to identify and assess risks could result in a significant loss to an 
organization. Some of the reasons include:

• Risk identification based on experience tends to miss emerging or new risks. 

• Risk identification based on intuition may be inconsistent and may not be given credence by others. 

• There may be a tendency toward risk aversion by managers with the view, “better safe than sorry.”

On the contrary, the use of risk registers, quantitative analysis and an enterprise-wide approach to identifying and assessing 
risk is desirable, adding consistency to the process and enabling the organization to more effectively assess the potential 
impact of an identified risk on the organization so it can deploy appropriate resources for treatment.  

As risks increase in complexity, industrial and materials companies must integrate intuition and experience with 
sophisticated analytics to make the most informed objective and predictive decisions.

Identification of Major Risks Assessment of Major Risks

Other

Structured
enterprise-wide

approach

External service 
provider/advisor

Business unit risk registers or 
key risk indicator worksheets

Senior
management 
intuition and
experience

Board level 
discussion and analysis

41%

19%

19%

4%

5%

12%

  

46%

10% 10%

4%

28%

Board level discussion 
and analysis

Senior management intuition 
and experience

Business unit risk registers 
or key risk indicator 

worksheets

External service
provider/advisor

Structured enterprise-wide
approach

Other
2%

Data Source: 2011 Global Risk Management Survey
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External Drivers Strengthening Risk Management (past two years)

Economic volatility, investor demands and increased regulatory scrutiny are the most important external drivers 
strengthening risk management for the industrial and materials industry.  Following the financial crisis, there has been 
a greater awareness in the industrial and materials industry of the need to protect assets and the balance sheet from 
unexpected loss. They also have to ensure full compliance with both new and existing regulations and disclosure 
requirements. Given the massive disruptions and threats to global supply chains from the recent Japan earthquake and 
tsunami, and the Thailand floods,  we expect natural weather events to move up the list of external drivers in the future.

External Drivers Strengthening Risk Management (past two years)

0% 10% 20% 30% 40% 50% 60%

Workforce issues

Political uncertainty

Natural weather events

Pressure from suppliers/vendors

Large third party liability
 losses/litigation

Other

Pressure from customers

Increased focus from regulators

Demand from investors for greater
disclosure and accountability

Economic volatility 56%

Industrial and Materials All Industries

50%
25%

22%
25%

38%

21%
18%

17%
14%

16%
19%

9%
6%

9%
14%

8%
11%

6%
13%

Data Source: 2011 Global Risk Management Survey
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Client Insights 

General Introduction

The right knowledge at the right time can literally change the world. The industrial and materials 
industry has capitalized on the timely information available to consumers and enterprises for some 
time. Similarly, Aon strives to empower clients with analytic, relevant, and timely risk insights that can 
help them make not just better decisions but the right ones to achieve their goals. Within this section 
of the report, we provide industry-specific insight into:

  Priorities in Choice of Insurer

  Desired Market Changes

  Chief Risk Officer

  Risk Management Department 

  Retentions/Deductibles

  Limits

  Global Programs 

  Use of Captives

Priorities in Choice of Insurer

Value for money/price is the highest ranked priority among industrial and materials respondents followed by financial 
stability/rating. This illustrates that concerns over pricing may be somewhat tempered by a carrier’s financial stability. 
We expect that value for money/pricing will continue to be an important factor in the foreseeable future as the industry 
experiences continued pressure on profit margins and is actively seeking cost savings opportunities. At the same time, 
industry experience seems to be less of a priority to industrial and materials clients while the ability to deliver a global 
program is more of a priority as compared with all industries. 

Priorities in Choice of Insurer

Priorities in Choice of Insurer
Industrial and 

Materials

Machinery and 
Equipment 

Manufacturers

Non-Aviation 
Transportation 
Manufacturing

Metal Milling and 
Manufacturing All Industries

Value for money/price 1 2 2 1 2

Financial stability/rating 2 1 3 2 1

Ability to deliver a global program 3 3 1 4 9

Claims service 4 4 4 3 3

Prompt settlement of large claims 5 6 5 5 5
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Priorities in Choice of Insurer
Industrial and 

Materials

Machinery and 
Equipment 

Manufacturers

Non-Aviation 
Transportation 
Manufacturing

Metal Milling and 
Manufacturing All Industries

Capacity 6 5 6 6 7

Long-term relationship 7 7 7 8 6

Industry experience 8 9 10 7 4

Flexibility/innovation/creativity 9 8 8 9 8

Speed and quality of documentation 10 10 9 10 10

Data Source: 2011 Global Risk Management Survey

Desired Market Changes

When asked what changes industrial and materials organizations would most like to see in the insurance market, the 
majority of respondents desire:

• Broader coverage/better terms and conditions

• Recognition of investments in internal risk management efforts through lower premiums

• More flexible and customized services

Desired Market Changes

0% 10% 20% 30% 40% 50% 60% 70%

Other

Increased capacity

More product innovation

More sophisticated information
 technology (IT) systems

Better quality of service

More flexibility

Recognition of investments in internal
 risk management e�orts through

 lower premiums

Broader coverage/better
 terms and conditions

63%
63%

Industrial and Materials All Industries

57%
58%

43%
52%

42%
42%

37%
28%

19%
32%

14%
18%

9%
7%

Data Source: 2011 Global Risk Management Survey
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Chief Risk Officer 

The responsibilities of a chief risk officer or CRO vary from company to company and industry to industry, but, chief risk 
officers are often given the responsibility for managing credit risk, market risk, and regulatory and compliance risk. Some 
CROs do not manage insurance/hazard risk.

In the 2011 survey, 22 percent of the industrial and materials respondents say their organizations have a CRO, versus 31 
percent for all industry respondent groups. Among the organizations with CROs, 12 percent indicate that the CRO’s role 
includes traditional insurance/hazard risk management. The other 10 percent say their CROs do not handle traditional 
insurance/hazard risk management. In this case, based on our experience, the responsibilities are typically handled by a risk 
manager, who reports to another area or an executive such as the CFO.

Chief Risk Officer

Role
Industrial and 

Materials

Machinery and 
Equipment 

Manufacturers

Non-Aviation 
Transportation 
Manufacturing

Metal Milling and 
Manufacturing All Industries

Yes, but this role does not include 
insurance risk management 10% 12% 21% 2% 12%

Yes, and this role includes insurance 
risk management 12% 12% 5% 16% 19%

No, but we are considering creating 
this position 6% 3% 5% 2% 6%

No, and we do not plan to create 
such a position 69% 71% 68% 76% 60%

Do not know 3% 3% 0% 4% 2%

Data Source: 2011 Global Risk Management Survey

Risk Management Department 

Sixty percent of industrial and materials respondents indicate that they have a formal risk management department. Among 
those, 54 percent say their risk management department reports to the CFO.  In the case where no formal risk management 
department exists, 41 percent say their CFO handle risk management.

Formal Risk Management Department

Yes
60%

Yes
40%

Data Source: 2011 Global Risk Management Survey
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Retentions/Deductibles 

Overall, retention levels in the industrial and materials industry have been consistent year-over-year, driven primarily  
by the soft market conditions and the minimal premium savings provided by underwriters for taking higher retentions.   
But as the rates begin to rise in lines such as property, some insureds are likely to trade higher deductibles and retentions 
for rate relief.

Changes in Deductibles/Retentions

Coverage 2011 2012

Auto Liability (All Industries) ↔ ↔

Worker’s Compensation ↔ ↔

General Liability ↔ ↔

Directors’ & Officers’ Liability ↔ ↔

Property ↔ ↔

↑ Deductibles/Retentions Increasing 

↔ No Significant Change in Deductibles/Retentions

↓ Deductibles/Retentions Decreasing 

Limits

Umbrella/Excess Liability
When it comes to selecting the appropriate level of excess liability limits, organizations utilize many different methods. An 
optimal program design, characterized by broad coverage and efficient use of insurance funds, is driven by a number of 
factors: risk severity, risk mitigation measures already in place or under consideration, the regulatory environment in which 
companies operate, historical trend of loss activities, the insurance marketplace and appetite for risk. 

For umbrella/excess liability, the average limit purchased by surveyed industrial and materials companies is USD150 million.  
The highest limit purchased is USD1 billion and the lowest limit purchased USD1 million. 

The level of limits purchased by industrial and materials companies is in direct proportion to a company’s revenue size -  
a larger company with a higher profile can represent a bigger target for legal actions. 

Ninety percent of all industrial and materials companies surveyed in the Global Risk Management Survey feel their umbrella/
excess liability limits are adequate while nine percent believe they should be higher and one percent say they should be lower.
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Umbrella/Excess Liability Limits (USD)

Revenue 
(USD) Minimum 1st Quartile Average Mode Median 3rd Quartile Maximum

All 1,000,000 50,000,000 149,608,333 100,000,000 100,000,000 200,000,000 1,000,000,000

<250M 1,000,000 13,750,000 35,800,000 50,000,000 22,500,000 50,000,000 100,000,000

250M-500B 10,000,000 21,250,000 34,285,714 40,000,000 32,500,000 40,000,000 100,000,000

500M-1B 25,000,000 46,250,000 72,812,500 100,000,000 75,000,000 100,000,000 150,000,000

1B-2B 25,000,000 78,750,000 133,850,000 100,000,000 100,000,000 200,000,000 350,000,000

2B-5B 75,000,000 100,000,000 135,416,667 100,000,000 100,000,000 181,250,000 250,000,000

5B-10B 125,000,000 150,000,000 269,090,909 125,000,000 250,000,000 375,000,000 500,000,000

>10B 145,000,000 337,500,000 447,000,000 350,000,000 400,000,000 475,000,000 1,000,000,000

Data Source: 2011 Global Risk Management Survey and other Aon proprietary databases

Directors’ and Officers’ Liability 
For D&O liability, the average limit purchased by publicly traded companies in the  S & P Sectors Industrials and Materials is 
USD77 million. The highest limit purchased amounts to USD500 million, while the lowest limit purchased is USD1 million. 

About 84 percent of all industrial and materials companies surveyed in the Global Risk Management Survey feel that their D&O 
liability limits are adequate while 16 percent believe they should be higher. No respondent feel they should be lower.

Directors’ and Officers’ Liability Limits (USD)

Market Cap 
(USD) Minimum 1st Quartile Average Mode Median 3rd Quartile Maximum

All 1,000,000 30,000,000 76,868,171 50,000,000 50,000,000 90,000,000 500,000,000

1M-50M 2,000,000 10,000,000 27,714,286 10,000,000 15,000,000 20,000,000 150,000,000

50M-100M 10,000,000 15,000,000 26,888,889 15,000,000 17,000,000 40,000,000 60,000,000

100M-250M 1,000,000 20,000,000 31,312,500 40,000,000 32,500,000 41,250,000 55,000,000

250M-500M 10,000,000 25,000,000 37,083,333 50,000,000 40,000,000 50,000,000 70,000,000

500M-1B 20,000,000 40,000,000 56,666,667 40,000,000 55,000,000 72,500,000 100,000,000

1B-2.5B 30,000,000 50,000,000 77,391,304 50,000,000 70,000,000 87,500,000 175,000,000

2.5B-5B 35,000,000 65,000,000 102,941,176 125,000,000 100,000,000 125,000,000 210,000,000

5B-10B 50,000,000 80,000,000 132,692,308 70,000,000 100,000,000 150,000,000 300,000,000

> 10B 31,379,980 162,500,000 257,598,570 150,000,000 257,500,000 301,250,000 500,000,000

Data Source: Aon Financial Services Group
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Global Programs 

With the prolonged economic downturn and increased globalization, the way industrial and materials companies handle 
their insurance programs and controls overall cost has come under greater scrutiny. However, many organizations with 
cross-border operations maintain a combination of local and global insurance policies implemented without much central 
oversight.  This has created overlapping policies which may involve multiple brokers, consultants and insurance carriers 
(each with individual service fees) that are disconnected from the overall global goals and program structure. In addition, 
the lack of visibility on international premiums, service fees or self-insured loss costs has made achieving placement 
efficiency and effective administration a greater challenge. 

Industrial and materials respondents with operations in more than one country are asked how they purchase/control their 
insurance programs; 61 percent indicate their corporate headquarters control procurement of all of their global and local 
insurance programs while 33 percent say their corporate headquarters purchase some lines and leave local offices to  
handle others.

Global Insurance Purchasing Habits

Category
Industrial and 

Materials All Industries

No, each operation buys its own insurance with no coordination 
from corporate headquarters 5% 3%

Corporate headquarters controls some lines and leaves local office 
to purchase other lines 33% 38%

Corporate headquarters controls procurement of ALL insurance 
programs (global/local) 61% 59%

Among industrial and materials organizations that control procurement of insurance for cross-border operations from their 
corporate headquarters, 36 percent indicate they use a combination of multiple methods and 58 percent indicate they 
purchase programs which have global policies issued to parent and local policies issued to local operations. 

While it is encouraging to see that industrial and materials companies were in control of their global and local programs, the 
key words are “coordination and central oversight.”  As companies increasingly rely on foreign resources, it becomes more 
important for them to take a holistic view of their risk finance strategies, ensuring global optimization of program cost and 
structure while addressing evolving compliance and regulatory concerns. 

Global coordination and administration ensures consistency, transparency, security, and ultimately peace of mind. 
Organizations with a centralized operating structure that can track and coordinate the procurement of all insurance 
programs (global/local) achieve the following benefits:  

• Reducing total cost of risk 

• Identifying coverage gaps or unnecessary retentions

• Maximizing local and global compliance  

• Avoiding redundant coverage
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Global Insurance Buying Patterns

Category
Industrial and 

Materials All Industries

Buy global policies issued to the parent with no local policies 4% 8%

Buy “programs” which may include global policies issued to parent 
and local policies issued to local operations 58% 50%

Buy local policies only 1% 4%

Combination of two or more of above 36% 37%

Among the global policies that organizations have purchased, the most common types indicated in the survey are: 

• General liability including public/product liability

• Property damage/business interruption 

• D&O liability

Traditionally, most companies simply considered general liability including public/product liability as well as property 
damage/business interruption insurance for their global insurance purchase. However, in recent years, globally administered 
D&O programs have gained popularity as local insurance and indemnification regulations and requirements evolve and 
carriers’ abilities to administer these programs strengthen.

Types of Global Insurance Coverages Purchased

Category
Industrial and 

Materials All Industries

General Liability including Public/Product Liability 95% 89%

Property Damage/Business Interruption 92% 81%

Directors and Officers Liability 65% 68%

Crime 47% 38%

Auto/Motor Vehicle Liability 41% 46%

Workers Compensation/Employers Liability 36% 45%

Other 15% 9%

Data Source: 2011 Global Risk Management Survey

Use of Captives

A pure captive is a special purpose insurance or reinsurance company formed primarily to (re)insure the risks of its owner 
and related parties. In addition to pure captives, group and mutual captives with multiple owners and a range of cell 
company structures minimize the barriers to entry into captives.

Twenty-nine percent of industrial and materials companies surveyed report having an active captive or Protected Cell 
Company (PCC) with 16 percent also indicating a plan to create a new or additional captive or PCC in the next three years. 
Nine percent of respondents report having a captive or PCC that is in run-off or dormant and 10 percent indicated a plan to 
close a captive in the next three years.



2012 Industrial & Materials Industry Report  Aon Risk Solutions 18

Organizations with a Captive or PCC

Category
Industrial and 

Materials All Industries

Plan to create a new or additional captive or PCC in the next 3 years 16% 12%

Currently have an active captive or PCC 29% 26%

Have a captive that is dormant/run-off 9% 6%

Do you plan to close a captive in the next 3 years 10% 8%

Data Source: 2011 Global Risk Management Survey

Of the industrial and materials companies that reported having a captive or Protected Cell Company (PCC), the most 
common coverages currently underwritten are property, general/third party liability, and product liability and completed 
operations.

Industrial and materials respondents indicate they have the greatest interest in expanding underwriting for the following 
risks over the next five years:

• Professional Indemnity/Errors and Omissions Liability – 8 percent

• Employee Benefits (Excluding Health/Medical and Life) – 7 percent

• Warranty – 5 percent

The above facts are interesting and tie in with a general trend – captive owners are seeking opportunities to create diversity 
across their portfolios and maximize their captives’ strategic impact.

Current and Future Coverage Underwritten

Coverage
2011 - Currently 
Underwritten

2011 - Continue/Plan to 
Underwrite Same/New 
Risk in Next Five Years

2011 - Percentage 
of Projected 
Change

Property 48% 42% -7%

General/Third Party Liability 42% 40% -2%

Product Liability and Completed Operations 40% 38% -2%

Employers Liability/Workers Compensation 27% 25% -2%

Auto Liability 25% 28% 3%

Marine 23% 20% -3%

Crime/Fidelity 17% 15% -2%

Directors and Officers Liability 17% 15% -2%

Environmental/Pollution 15% 17% 2%

Professional Indemnity/Errors and Omissions Liability 13% 22% 8%

Employee Benefits (Excluding Health/Medical and Life) 13% 20% 7%

Catastrophe 13% 17% 3%

Life 13% 12% -2%

Health/Medical 13% 10% -3%

Terrorism 12% 8% -3%
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Coverage
2011 - Currently 
Underwritten

2011 - Continue/Plan to 
Underwrite Same/New 
Risk in Next Five Years

2011 - Percentage 
of Projected 
Change

Credit/Trade Credit 10% 13% 3%

Third-Party Business 10% 10% 0%

Warranty 8% 13% 5%

Employment Practices Liability 8% 12% 3%

Financial Products 7% 7% 0%

Cyber Liability/Network Liability 3% 5% 2%

Aviation 3% 2% -2%

Owner Controlled Insurance Program/Contractor 
Controlled Insurance Program 2% 5% 3%

Sub-contractor default insurance 0% 2% 2%

Other 0% 0% 0%

Data Source: 2011 Global Risk Management Survey

*Note above chart rounds percentages
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Market Insights 

General Introduction

Access to timely insights on policies, premiums and carriers allows industrial and materials clients to 
make faster and more accurate decisions while seeking to obtain the best coverage and rates. Aon has 
invested resources to develop the industry’s leading platforms and ensure our clients have access to 
the data they need, when they need it. Aon’s Global Risk Insight Platform® (Aon GRIPSM) is an award-
winning electronic platform, tracking insurance placements globally and delivering critical marketplace 
intelligence to Aon associates and, ultimately, our clients. Findings by line of coverage include:

  Coverage Terms and Conditions 

  Carrier/Marketplace Participation

  Premium Rates 

Coverage Terms and Conditions

Overall the industrial and materials industry remains competitive in terms of coverage provided and enhancements 
available. For liability, reasonable coverage/program design enhancements and improved endorsement language are likely 
to be available; with continued focus on limitation of exposure to emerging risks.  More large insureds will opt for most 
favorable jurisdiction endorsement in lieu of a more costly off-shore punitive wrap policy. Insureds should be prepared to 
provide detailed underwriting information to obtain the best coverage terms.

Property terms and conditions are expected to remain consistent from 2011, although carriers will likely be more cautious 
and conservative with flood and contingent business interruption coverage in 2012.

For D&O, we have seen policies broadened to include affirmative coverage for costs to comply with the compensation 
clawback provisions imposed on executives under Section 304(a) of the Sarbanes-Oxley Act of 2002 and Section 954 of 
the Dodd-Frank Wall Street Reform and Consumer Protection Act amendment, which allow for informal inquiries of insured 
persons to trigger coverage under the D&O coverage, and deletion of pollution exclusion in its entirety from the D&O 
policy. 

In the exhibit below we have outlined by line of coverage current market conditions as it relates to coverage terms and 
conditions. 
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Coverage Terms and Conditions by Line of Coverage

Coverage
Coverage Terms and 

Conditions by Line of Coverage

Auto Liability (All Industries) ↔

Worker’s Compensation ↔

General Liability ↔

Umbrella/Excess Liability ↔

Directors’ & Officers’ Liability ↔/↑

Property ↔

↑ Coverage Terms and Conditions Broadening 

↔ Coverage Terms and Conditions Stable

↓ Coverage Terms and Conditions Restricting 

Carrier/Marketplace Participation

The exhibits below are based on information from Aon GRIPSM. Data shown in this section provides insights into carrier/
marketplace participation for casualty/liability, automobile liability, workers compensation, financial lines and property.  
This data is based on Aon placements only.

Top Carriers by Premium Volume U.S. (Alpha Order)

Casualty/Liability Automobile Workers Compensation Financial Lines Property

ACE ACE ACE AXIS ACE

Chartis Inc. Chartis Inc. Chartis Inc. Chartis Inc. ALLIANZ

Chubb Liberty Mutual Liberty Mutual Chubb Chartis Inc.

Travelers Travelers Travelers Travelers FM Global

Zurich Zurich Zurich Zurich Zurich

Data Source: Aon Global Risk Insight Platform

Common Reasons for Carriers not Quoting

Casualty/Liability Automobile Workers Compensation Financial Lines Property

Uncompetitive Uncompetitive Uncompetitive Underwriting concerns Underwriting concerns

Underwriting concerns Underwriting concerns Underwriting concerns Uncompetitive Uncompetitive

Class of Business Class of Business Class of Business No Response Class of Business

Loss Experience Loss Experience Loss Experience Class of Business Loss Experience

Terms & Conditions

Data Source: Aon Global Risk Insight Platform
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Common Reasons for Rejecting a Carriers Quote

Casualty/Liability Automobile Workers Compensation Financial Lines Property

Inferior Pricing Inferior Pricing Inferior Pricing Inferior Pricing Inferior Pricing

Incumbent Incumbent Incumbent Incumbent Poor Carrier Value 
Proposition

Poor Carrier Value 
Proposition

Inferior Terms & 
Conditions

Inferior Terms & 
Conditions

Inferior Terms & 
Conditions Incumbent

Inferior Terms & 
Conditions

Poor Carrier Value 
Proposition

Poor Carrier Value 
Proposition

Poor Carrier Value 
Proposition

Inferior Terms & 
Conditions

Terms & Conditions

Data Source: Aon Global Risk Insight Platform

Premium Rates

Commercial insurance in the industrial and materials sector is considered to have been in a soft market for many years. 
Based on current analytics available, this trend is starting to abate. 

With record levels of capacity, especially for excess casualty (excluding the lead layer), the casualty market for industrial 
and materials sector is expected to be stable throughout 2012.  The market will be increasingly bifurcated between new 
business/renewal business, high hazard/low hazard risks, and insureds with good loss history/poor loss history.  Depending 
upon the sector, historical rate change and risk profiles, insureds with extreme exposure reductions, poor loss history and 
high hazard risk categories may see a more significant rate increase. We anticipate that insureds will also closely scrutinize 
medical bill charges throughout 2012 in an effort to create additional sources of savings.

Property rates will be under pressure for most accounts in 2012.  We expect the majority of accounts to see upward rate 
pressure in the range of 5 percent to 15 percent.  Accounts with larger windstorm exposures could face higher rate pressure 
as RMS version 11 contains significantly higher loss estimates. Aon continues to stress the importance of detailed risk data 
for all clients with natural catastrophe exposures. 

For D&O liability, we anticipate pricing to remain soft as long as there continues to be ample capacity in the marketplace 
and carriers competing for business. Based on Aon’s FSG Quarterly D&O Pricing Index, pricing for the publicly traded 
companies in the S&P Sectors Industrials and Materials are down year-on-year 15.5 percent and 10.7 percent respectively.  

We expect that the Employment Practice Liability pricing and/or retentions will potentially increase for smaller employers. 
For large employers, however, pricing could level off, some may see small decreases while others remaining flat to slightly 
increase. Much of the claim development rests on the ability of the government to bring more systemic/class claims and on 
what the impact of those anticipated increases actually have on the frequency and severity in the larger employer space. 
To date, the Equal Employment Opportunity Commission (EEOC) and Office of Federal Contract Compliance Programs 
(OFCCP) have increased the number of cases they are investigating, cases that allegedly involve systemic discrimination. 
However, so far, this has not translated into more class action lawsuits or more catastrophic claims resolutions. Meanwhile, 
for smaller employers, we expect continued increase in both claims activities and loss ratio problems as the carriers attempt 
to right-size retentions and premiums in an evolving environment.

In 2012, we do not anticipate any change in commercial crime pricing from the 2011 market for the industrial and materials 
sector. When the Surety Association of America publishes its 2011 insurer results in mid-2012, we will probably see an 
increase in the industry loss ratio. However, we believe that this product will remain profitable for insurers, and will not 
have any impact on pricing.
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Premium Rate Changes Year-Over-Year
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All Products

Data Source: Aon Global Risk Insight Platform 

*Casualty/Liability is made up of multiple coverages including General liability and Umbrella/Excess Liability

**Financial lines is made up of multiple management liability coverages including D&O, Fiduciary, Crime and EPLI . 

**Specifically for D&O based on Aon’s FSG Quarterly D&O Pricing Index, pricing for publicly traded companies in S&P Sectors Industrials and Materials, were down year-on-year -15 .5 
percent and -10 .7 percent respectively .
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Financial Insights

General Introduction

Understanding current performance and perception of the future financial strength of a sector are important factors in any 
analysis. Within this section of the report, we provide insight into market environment for the Manufacturing sector. 

Industry Data

In terms of annual revenue change, the manufacturing sector, which includes industrials and materials, has matched 
or outperformed the Russell 3000 company group and experienced positive growth in the last seven quarters and 
is forecasted to continue to grow and top this group of companies in Q1 and Q2 of 2012.  While this sector has seen 
expansion in market capital since Q4’09, year-on-year growth in the last two quarters of 2011 and first quarter of 2012 has 
turned negative.  If we look at employment numbers for the manufacturing sector since Q4’09, we observe an upward 
trend and positive year-on-year growth since Q4’10.

Manufacturing Revenue YoY% Change*
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Manufacturing Market Capital YoY% Change*
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Manufacturing Employment YoY % Change 

-14.0%

-12.0%

-10.0%

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2.0%

4.0%

Q1'12Q4'11Q3'11Q2'11Q1'11Q4'10Q3'10Q2'10Q1'10Q4'09Q3'09Q2'09

Non-Farm Payrolls Manufacturing Employment

Data Source: Bloomberg 



2012 Industrial & Materials Industry Report  Aon Risk Solutions 26

Methodology, Notes and Disclaimers 
This report is based on data from Aon’s 2011 Global Risk Management Survey, Aon GRIPSM, Aon Financial Services Group and 
other proprietary databases. 

Results shown in this report based on the 2011 Global Risk Management Survey represent 109 global responses from 
Industrial and Materials companies from the following industries: Machinery and Equipment Manufacturers, Metal Milling and 
Manufacturing, Non-Aviation Transportation, Rubber, Plastics, Stone & Cement).  Breakdown of respondent base is a follows:

Revenue Range % of Respondents

< USD 1B 47%

USD 1B – USD 4.9B 28%

USD 5B – USD 9.9B 10%

USD 10B – USD 14.9B 3%

USD 15B – USD 24.9B 3%

USD 25B+ 6%

Cannot disclose 3%

D&O information from the Aon Financial Services Group database for industrial and materials is based on the S&P Sector 
Industrials and Materials.

Aon GRIPSM is the world’s leading global repository of global risk and insurance placement information providing fact-based 
insights into Aon’s USD78 billion in global premium flow. 

Bloomberg data incorporated pursuant to license. Aon takes no responsibility as to the accuracy of any of the reported 
information.

Along with the support of other Aon insurance and industry specialists, Aon Analytics has collected and tabulated results, 
provided analysis and interpretation of findings, and prepared this report. 

This report is furnished for informational purposes only. Do not distribute or copy. Aon has endeavored to confirm 
the correctness of the data and opinions expressed in this report, however, neither Aon nor its employees make any 
representation or warranty as to the accuracy or completeness of the data or opinions expressed herein. Aon has no  
liability to the recipient or any other party resulting from the use of, or reliance upon, the contents of this report.

Copyright 2012 Aon plc
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Aon Analytics provides clients with forward-looking 
business intelligence, comprehensive benchmarking and 
total cost-of-risk analysis as well as global market insights 
using proprietary technology like the Aon Global Risk 
Insight Platform to enable more informed and fact-based 
decision making around risk management, risk retention and 
risk transfer goals and objectives.

Aon Global Risk Insight Platform® (Aon GRIPSM) is the world’s 
leading global repository of global risk and insurance 
placement information. By providing fact-based insights 
into Aon’s USD78 billion in global premium flow, Aon GRIP 
helps identify the best placement option regardless of size, 
industry, coverage line or geography.

The Web-accessible data produced by Aon GRIPSM helps 
Aon brokers evaluate which markets to approach with a 
placement and which carriers may provide the best value 
for clients. It also gives Aon brokers a leg up when it comes 
to negotiations, making sure every conversation is based on 
the most complete, most current set of facts.

Based in Dublin, Ireland, the Aon Centre for Innovation and 
Analytics provides Aon colleagues and their clients around 
the globe fact-based market insights. As the owner of the 
Aon Global Risk Insight Platform (Aon GRIPSM), one of the 
world’s largest repositories of risk and insurance placement 
information, the Centre analyzes Aon’s USD78 billion global 
premium flow to identify innovative new products and to 
provide Aon brokers insights as to which markets and which 
carriers provide the best value for clients.

As the world’s leading insurance broker and risk advisory 
firm, Aon is committed to helping clients respond quickly 
and effectively to changing market conditions that may 
impact their businesses. The Aon Situation Room™, 
accessible at www.aon.com, provides clients with fact-
based information to help guide their businesses through 
this volatile period.

In the Aon Situation Room, clients will find current insurer 
financial strength ratings and the most recent updates from 
Aon’s Market Security Committee on specific carriers. The 
latest news, legislative action, and earnings information 
is included on the site as well. Clients can also register to 
receive up-to-date e-mail alerts.

Aon at a Glance
Aon Corporation (NYSE: AON) is the leading global provider 
of risk management services, insurance and reinsurance 
brokerage, and human capital consulting. Through its more 
than 59,000 colleagues worldwide, Aon readily delivers 
distinctive client value via innovative and effective risk 
management and workforce productivity solutions. Aon’s 
industry-leading global resources and technical expertise are 
delivered locally through more than 500 offices in more than 
120 countries.

Named the world’s best broker by Euromoney magazine’s 
2008, 2009 and 2010 Insurance Survey, Aon also ranked highest 

on Business Insurance’s listing of the world’s largest insurance 
brokers based on commercial retail, wholesale, reinsurance and 
personal lines brokerage revenues in 2008. A.M. Best deemed 
Aon the number one insurance broker based on brokerage 
revenues in 2007 and 2008, and Aon was voted best insurance 
intermediary, best reinsurance intermediary and best employee 
benefits consulting firm in 2007, 2008 and 2009 by the readers 
of Business Insurance. Visit http://www.aon.com for more 
information on Aon and http://www.aon.com/unitedin2010 to 
learn about Aon’s global partnership and shirt sponsorship with 
Manchester United.

For more information on Aon, log onto http://www.aon.com/.
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