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What’s Going On... continued from page 7

One of the more exciting features of the meeting is the 
chance to share market trends and common issues with 
our constituents. Our open discussion and idea exchange 
segment of the meeting proved fruitful once again. The 
main themes seemed to be the constraints of the current 
economy and how pricing has been affected. How is the 
economy affecting pricing? What are the carriers’ appe-
tites these days? The free exchange touched on common 
problems, as well.

Another area of discussion was the benefits and costs of 
the Zywave product line. Zywave’s HR Connection product 
has been used by a few agencies in ARM to help increase 
revenues. The HR Connection is a smorgasbord of ben-
efits offered to employees at no cost to their employers. 
Employees enter through a portal and have access to 
various insurance products and services, many provided 
by our regional agencies. The ability to write business on 
a 24/7 basis has an appeal that may offset the cost of the 
system. One agency in our membership has a dedicated 
staff member devoted exclusively to the various Zywave 
employee benefits lines of business, offering the products 
to their commercial customers. Zywave is also able to 
provide a monthly email newsletter for agencies, helping 
them reach clients and prospects.

On a national level, ARM is attempting to lead the way in 
bringing Zywave to its membership. It’s a tool we’re seeing 
more of, a leading technology that’s helping members 
increase business. 

We held the first ARM of NC meeting with the eleven 
agents in that group. The first meeting was in January, and 
plans have been made to hold semi-annual meetings with 
the group. The next meeting will be held in mid-May at 
Pinehurst.

book of business generating an 18% loss ratio. We found 
this company has different contracts for those generating 
over $5 million and $10 million in annual premium. We 
are now looking into the possibility of aggregating busi-
ness with this company for those generating less than $10 
million. Two years ago we identified over $54 million our 
agents are writing with this company, so we will see where 
it goes. 

The general consensus at the round table discussion is 
that agencies are working harder for less money. Their 
policy count continues to grow, but revenues are down. 
While this hurts in the short run, they all know that by 
providing their expertise and service in their marketplace, 
they are well positioned to grow and reap the benefits if 
and when the market changes. 

ARM South is still looking for niches where we can cap-
ture a significant book of business by providing better 
forms, price or knowledge to provide our members with 
an unfair competitive advantage. We are also looking 
for those opportunities that arise where we can step in 
and become the middle man, especially if the CSRs are 
processing all of the information. The times are tough in 
our economy, but the future is bright for Associated Risk 
Managers, especially here in the South. 

ARM Virginia
By Dick Simmons

RPS vendors and employee portals topped the discussion 
at the ARM of Virginia quarterly meeting. One of the RPS 
representatives— HCI in Tampa— is an office that we have 
conducted more business with recently. Also the Iroquois 
Group addressed the membership.
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group was having difficulty convincing the members that 
its pricey dues were worth it. Efforts to develop national 
programs were disconnected, too. As McSpadden puts it, 
“The national was coming up with programs no one really 
wanted at the grassroots level.”

The board discussed the foundation of the national 
group— why did it exist? What benefit was it giving to 
its state members? What did the states need that they 
weren’t getting from national membership? During those 
discussions, the focus shifted to the recent acquisition 
of ARM of California by Arthur J. Gallagher & Co. “They 
were some really good guys who understood our posi-
tion because they too grew out of being an independent 
broker,” says McSpadden, “which is what we’re all about.”

ARM International met with the Gallagher team and 
within a few short months, the collaboration resulted in 
what’s now known as ARM Partners, a relationship with 
Gallagher whereby Gallagher handles much of ARM 
International’s back-office functions. From Gallagher, ARM 
receives help in organizing meetings and getting word 
out to the membership, and a newsletter that reaches all 
ARM members. Also they serve as the communications 
switch between ARM agents and all of the markets and 
sources that Gallagher has to offer to ARM agents.

The partnership was an instant success. ARM agents 
have been able to take advantage of some key Gallagher 
services, including the Arthur J. Gallagher subsidiary, Risk 
Placement Services, Inc., an E&S wholesale group started a 
year prior to the ARM/Gallagher partnership. 

That’s not the only partnership that’s been beneficial to 
ARM agents. ARM International has also partnered with 
AFCO Premium Funding, which handles the operations 
side of ARM’s premium financing company, ARMFICO. 
AFCO handles the group’s licensing and offers what 
McSpadden says is “the best buy rate anyone gets.”

The Constants
What has remained the same is the focus on the state and 
regional groups. “Most of what we get out of ARM as an 
agency we get out of it because of our participation in the 
state organization,” says McSpadden. 

As an agency owner, McSpadden contends that the state 
meetings are key to his agency’s success. An example: in 
1986, another ARM agency was looking for a buyer. The 
offers the agency had received were from people they 

didn’t like or trust, so they decided to ask McSpadden’s 
agency if they were interested. It was McSpadden’s largest 
acquisition, and a huge boost to his business.

Another ARM relationship moved McSpadden’s agency 
into a new product line. A niche carrier out of Minnesota 
had built a relationship with ARM of Illinois, providing it 
with specialized coverage for commercial agribusiness. 
Looking to expand into Indiana, the company, Tristate 
Insurance Company (now Continental Western Insurance 
Company), reached out to ARM of Illinois, which con-
nected the company with ARM of Indiana. “My agency had 
some opportunities to work with large, regional agricul-
tural co-ops,” says McSpadden. “In 2 ½ years, we picked 
up six major accounts in that area, which amounted to 
approximately $1.8 million in premium. That’s a market we 
wouldn’t have had if we weren’t an ARM agent. That has 
evolved into being one of my agency’s specialties. One of 
the ways we now brand ourselves grew out of that ARM 
relationship.”

Evolution and Growth
Looking to the future, McSpadden says ARM International 
will continue to develop programs that meet the needs 
of the state and regional ARM membership. “We would 
like to carefully expand on a geographic basis. That’s an 
ongoing process. We also want to find opportunities at the 
insurance-company level nationally or almost nationally 
where we could put together something like an aggre-
gated deal.”

He’s apprehensive when it comes to aggregate deals in 
general. “We found out a few years ago there was a big 
push to become more like an aggregator, such as Iroquois, 
which requires some carrier contract changes, or ISU, 
which requires that the agency changes their name and 
takes the aggregator’s national contracts. We found out 
that while our members would like to get either higher 
profit sharing agreement or higher commissions, they 
really value their independence and they’re not willing 
to change their name or be forced to attend meetings or 
change their contractual relationships with their carriers. 
We decided that independence was first, so let’s look for 
opportunities.”

One such opportunity did present itself, but the company 
with which ARM had ironed out an acceptable aggregate 
arrangement was acquired by another company, which 
was unwilling to share the same philosophical approach 
to aggregation.

ARM 40-Year Anniversary... continued from page 1

continued on page 10
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It’s no secret that Florida has borne the brunt of the reces-
sion. Housing booms that created such bright prospects 
in the last decade fell through the foundations of the con-
struction industry when the real estate market collapsed. 
For agents working in the Florida market, business has 
been further hindered by a staggering 63% drop in work-
ers compensation rates over the last three years.

That’s why ARM South has developed a new program 
specifically targeted to help some of the country’s hardest 
hit agents regain their business strength. Through a busi-
ness relationship between Risk Placement Services and 
its healthcare division, HCI, ARM South is able to bring its 
member agents, and various healthcare providers, support 
services, and a new prospecting software tool, ADVISEN. 

Additionally, our goal is to provide agents with tools 
and knowledge to increase their selling power. We have 
devised a strategy to target prospects by drilling down 
into existing agency clients and targeted classes of 

Growing Business  
During the Recession

Medical Professional Liability and General Liability. That 
strategy, combined with educational materials and train-
ing, will help our agents realize more quickly the benefits 
of new revenue from our unique relationship with HCI and 
the professional liability product offerings. The training 
includes understanding computer-generated prospect 
information, including existing customers, and culling 
prospects and sales opportunities from these lists. And the 
potential is there— HCI has written two new hospitals in 
Georgia just this year.

We at ARM South, Inc. are working with each individual 
agency and agent to help them prospect their existing 
client base or any geographic area around them in order 
to write new business. Our mission is to help our agents 
locate new sources of revenue and to arm them with the 
tools and knowledge needed to boost their sales and rev-
enue potential, and open up new avenues of opportunity 
to help agents attain their goals. “Strong As Many. Power-
ful As One.”

By Lewis Maddux, ARM South, Inc.

Does Social  
Networking Work?

Would you really use Facebook to prospect? Too often 
we professionals tend to look on social networking sites 
and tools in more of the “social” aspect rather than at the 
networking potential. Yet if you consider that prospecting 
is an extension of relationship building, social networking 
tools make perfect sense.

How do you build a client base now? Whether it’s by pros-
pecting and cold calling or through referrals, you’re using 
a one-on-one connection to reach potential customers 
and establish a relationship. The same holds true for social 
networking sites, such as LinkedIn, Facebook, or Twitter. In 
your daily interactions with clients, colleagues, and other 
followers, you’re building relationships. The only differ-
ence is the manner in which you contact clients.

continued on page 11

By Terry Quested, ARM of Ohio

ARM 40-Year Anniversary... continued from page 9

Still, McSpadden and team press on. The associa-
tion is committed to an ongoing effort to work 
with other carriers to build something similar for 
middle markets or personal lines business. The 
goal is to attain two national partners to develop 
preferred relationships with, thus giving mem-
bers more options for their businesses.

It’s those options and the ability to create value 
that have really paid off for the membership. 
McSpadden reports that ARM International’s 
partnership with Gallagher has brought more 
vision and focus to the national level, which has 
allowed them to lower dues to one-third of what 
they were prior to the ARM Partners alliance. 

When asked what appeals most about ARM, 
McSpadden says it’s the people and the ideas 
shared in each meeting. It’s also “getting together 
with peers with whom you can share openly. That 
develops both friendships and opportunities.”
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Like any other method of client contact, you must put in 
the effort. Simply joining Facebook or Twitter does not 
bring in any more business than obtaining a prospect list 
and doing nothing with it. You have to interact with your 
prospects, offering assistance when needed and remind-
ing them you’re there should they need your help with 
insurance issues.

Ask Jim Foster, Vice President of Employee Benefits at 
CAI Insurance Agency, Cincinnati. He’s proof that social 
networking can increase business and bring in hundreds 
of potential customers. Having grown his Facebook 
account to hundreds of friends, he posted a short mes-
sage reminding his network that he was available to help 
with any insurance needs. Within two hours, he received 
his first inquiry. A week later, more inquiries. He wrote four 
new accounts— two personal lines, one individual life, and 

The most common response to the question posed above 
is “any company doing contracting with a governmen-
tal entity”. While that is correct, it is not the full answer. 
There are many more instances aside from government 
work that surety is a requirement. With today’s current 
economy, more and more private owners are requiring 
their contractors to provide bonds. In addition, with the 
increased cost and limited availability of bank letters of 
credit, surety bonds have become a much more attractive 
form of financial security.

There are two main classes of surety, Construction and 
Commercial. 

Construction Surety clients are the bricks and sticks 
contractors who routinely require Bid and Performance & 
Payment Bonds. These clients are the GC’s, road builders 
and subcontractor trades. 

Commercial Surety clients, whose businesses are as 
diverse as the types of bonds they require, often include 
suppliers, manufacturers, healthcare firms, developers/
homebuilders, banks and insurance companies. Bonds 
range from the mundane License and Permit bonds to the 
more exotic Court, Customs and Financial obligations. 

To begin these discussions with your clients and prospects, 
the following is a list of five “ice breakers” we use every day:

one commercial account. Upon posting a similar message 
several weeks later, he again wrote another new account.

Jim’s story is not unique; several of his colleagues at CAI 
are sold on the importance of Facebook as they too had 
similar success. Each now considers Facebook as part of 
their personal marketing strategy. It’s more than a place 
to track down high school friends— it’s a place to cultivate 
new and future client relationships. 

While not all agents will have the same success, CAI’s 
experience points out the value of connecting with poten-
tial clients on a more personal level. Social networking 
tools are a great way to develop a more casual relation-
ship based on connection rather than the hard sell. The 
key is to build an approach much like that of your offline 
marketing efforts

1.	 How often do you need bonds?
2.	 Have you ever had to take a pass on a job or project 

because of limited or no surety capacity?
3.	 Do you have a stand-by surety facility in place? If so, 

are you happy with the terms & conditions offered by 
the existing surety?

4.	 When is the last time you had a professional surety 
broker look at your program and compare it to what is 
available in today’s marketplace?

5.	 Do you have any letters of credit or collateral in place 
supporting your existing program? 

As an ARM Partner, you have full access to Gallagher’s 
expertise in surety. This in turn gives you access to 40 
of the top contract & commercial surety markets and 
Gallagher’s on-call surety staff. Gallagher Surety has the 
expertise and critical mass to place most surety programs 
in a timely matter, with some of the most competitive 
terms and conditions available. 

By adding surety to your portfolio of client offerings, not 
only do you round out your client’s insurance coverages, 
you also prevent other brokers from working their way 
into your relationship. Let this be the year you add surety 
to your book of business.

Jon Schroeder is Area Vice President of Arthur J. Gallagher and Co.’s Surety 
Division. He is located at the AJG home office in Itasca, Illinois, and can be 
reached at 630.694.5226 or jon_schroeder@ajg.com 

Who Uses Surety Bonds?

Does Social Networking Work?... continued from page 10

By Jon Schroeder
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ARM Associated Risk Managers
Strong as MANY. Powerful as ONE.

Scott Spangler 630-285-4324 | scott_spangler@ajg.com Rose Marie Rigoni 630-285-4211 | rose_marie_rigoni@ajg.com

Terrorism— Are You Covered?
When looking at a typical client’s needs, what is foremost 
in their mind? In all probability it isn’t the threat of a ter-
rorist attack. Many risk managers rationalize that their 
facilities are not high-profile targets and perhaps not 
located in a city that attracts attention from terrorists. 

However, a more complete assessment of the terrorism 
risk shows that even non metropolitan/rural locations may 
face a threat from both home-grown and foreign terror-
ists. Moreover, recent threats support the concept that the 
risk is growing. 

In looking at the terrorism threat in the U.S. one of the most 
common questions asked is “what exactly is our threat?” 
After all, since September 11, 2001 there has not been a 
successful terrorist attack in the United States. The answer 
is, unfortunately, the threat of an attack has not dissipated. 
In fact, there were more foiled terrorist plots by Islamic 
extremists last year than in any previous year. In addition, 
there is also a growing threat from home-grown single 
interest groups such as animal rights and environmental 
activists that are resorting to increasingly violent protests. 

The question is, how should an insured protect them-
selves against terrorism? There are a number of questions 
which regularly arise in connection with terrorism cover-
age which are important to understand as part of the risk 
management process.

Q. What exactly is TRIA/TRIPRA?
A. The “Terrorism Risk Insurance Act” TRIA was established 
by the federal government after 9/11 which for certain lines 
of coverage forces insurers to offer some terrorism coverage 
as defined by the act. The trade off is that the government is 
the reinsurer of last resort. This act has been extended over 
the years, the most recent version being TRIPRA— the “Terror-
ism Risk Insurance Reauthorisation Act”.

Q. What are the shortfalls of TRIA/TRIPRA?
A. The first thing to remember is that this is a government 
act rather than an insurance contract, and that means that 
an act is only triggered if the government says so! In fact, the 
Secretary of State, Secretary of Treasury and the Attorney 
General all have to be in agreement to trigger the act.

The event needs to exceed $5,000,000 in losses for the TRIA 
to trigger and an insured to claim.

A poor and confusing definition of terrorism. For example, 
this could leave uncertainty such as to whether an attack to 
influence a commercial concern would trigger the coverage.

Certain lines of coverage are excluded under TRIA, such as 
errors and omission (although D&O is specifically included), 
automobile physical damage/liability and crime.

Liability TRIA coverage requires a physical damage trigger 
rather than a bodily injury trigger.

Pricing is often based as a % of the property and casualty pre-
mium rather than the actual exposure.

Q. When is TRIA/TRIPRA set to expire?
A. TRIA has been extended a number of times, and the last 
extension (TRIPRA) came into existence on January 1, 2008 
and is due to expire December 31, 2014. However, President 
Obama has proposed cutting back on the act and possibly 
eventually doing away with it. The proposals include higher 
deductibles and co-payments for insurance companies 
(which could increase the cost of TRIA premium) and the 
elimination of coverage for domestic acts of terrorism. This 
highlights the fact that this is an act rather than a pure insur-
ance contract and the act can be changed by legislation at 
any time. 

Q. What are the alternatives to TRIA?
A. The first is keep your fingers crossed and hope for the best! 
However, prudent risk management would suggest that 
some sort of terrorism coverage should be seriously consid-
ered.

The stand alone terrorism market has grown in the past few 
years and now offers a strong and robust alternative to TRIA 
offering better coverage from markets who want to write 
the coverage. The coverage provided can offer both property 
and liability terrorism and also in some instances can offer 
Nuclear, Biological, Chemical, Radiological cover (NBCR).

To conclude, terrorism is not something that is going to 
disappear and looking at a clients needs and explaining 
the alternatives should be considered a vital part of the risk 
management process.

Tim Davies is Divisional Director, Crisis Solutions at Gallagher London. 
Tim can be reached at telephone +44 (0) 20 7204 8530, via e-mail: 
tim_davies@ajg.com, or visit their website at www.ajginternational.com

By Tim Davies


