
The program market is evolving. While most Program Administrators and Managing General
Agents (PAs/MGAs) wrestle with many of the challenges from years past, this year’s survey has
uncovered several new opportunities as well. Respondents expect continued growth through 2008
for a market that most perceive to be greater than USD20 billion in gross written premium (GWP).
Pricing, premium and new business production remain top concerns for PAs/MGAs, but they are
joined by appetites for mergers and acquisitions (M&A) and the use of outside capital to fuel new
endeavors.

While Guy Carpenter & Company, LLC (“Guy Carpenter”) attempts to maintain survey consistency
from one year to the next, we have to balance this goal against the emerging needs of the
PA/MGA marketplace. Further, respondents change each year. Thus, we provide this service as a
benchmark for key industry issues rather than as an effort to capture granular detail. Our goal is to
shed light on the direction of the PA/MGA market and stimulate appetites for program business.
We thank all who replied for investing time in this effort.

Survey Highlights
The program market continues to grow and more is expected. Carriers participating in this space
believe that recent results have been favorable and that combined ratios have and (will run 
consistently) below 100 percent.

New business production and premium growth, while maintaining current pricing levels, continue 
to be the biggest challenges facing program writers as they approach mid year 2008. 

Programs of almost any size are being considered. With carrier growth objectives, increases in 
capital and new markets entering the space, there appears to be market interest across the 
PA/MGA market.

New Opportunities and Old Challenges Converge
Fourth Annual Specialty Insurance Program Issuing 
Carrier Survey

May 2008

An update from Program Managers Solutions Specialty Practice

There is more on the carrier’s agenda than organic revenue growth. Most

PAs/MGAs, according to our annual survey, are eager to make acquisitions and

capitalize on a soft market to capture market share and position 

themselves for future opportunities.



Market Size and Dynamics
Almost uniformly, respondents perceive the PA/MGA market to be large. Ninety-two percent estimate
the total PA/MGA market to be at least USD20 billion in GWP. Thirty-three percent specified a range
of USD20 billion to USD30 billion, with 38 percent putting the market at USD30 billion to USD40 
billion. More than 20 percent believe that the PA/MGA market generates GWP in excess of USD40
billion. 
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FIGURE 1: HOW LARGE DO YOU BELIEVE THE PA/MGA MARKET IS?

    Source: Guy Carpenter & Company, LLC  
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The PA/MGA market is not only large; it is growing. Fifty-six percent of respondents expect the 
market to grow in 2008, while 32 percent indicated that it will remain flat. Only 12 percent think the
PA/MGA market will shrink this year. 

Profitability perceptions are fairly consistent. Ninety-two percent of respondents estimate a combined
ratio for the market of 90 percent to 100 percent, with 68 percent putting the market at 90 percent to
95 percent. The market may tighten, however, because the pressure to increase GWP could come at
the expense of bottom-line results.

Respondent attitudes toward PA/MGA challenges were focused on new business production (77 per-
cent), premium growth (66 percent) and maintaining rate levels (58 percent). As one might expect in
a softening market, obtaining professional submissions is a growing challenge for program carriers,
as well. The fact that the compatibility of systems is becoming a greater challenge is unsurprising,
particularly given carriers' increasing flexibility in the use of front end rate/quote/bind/issue systems. 
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FIGURE 2: OF THE FOLLOWING PROGRAM COMPONENTS, WHICH FIVE PRESENT THE GREATEST CHALLENGE FOR YOU?  

    Source: Guy Carpenter & Company, LLC  
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Because of the dynamics of the insurance industry as a whole and the program market segment in
particular, the challenges viewed as most important should be considered collectively rather than
individually. A company’s rate filings are going to affect the rate level it is able to charge. This, in
turn, will determine how competitive its product is in comparison to new competitors and ultimately 
if it will be able to maintain or increase current premium levels. This year’s respondents are 
obviously working through this set of interrelated challenges. 

Program Appetite
Program appetite suggests growth potential. Most PAs/MGAs want to know the program sizes in
which carriers are interested relative to annual minimum GWP thresholds. Survey results indicate
that there is interest in programs of almost all sizes. Eight percent of the respondents are targeting
programs with GWP below USD5 million GWP, and 12 percent are seeking programs greater than
USD20 million in GWP. The remaining 80 percent are looking for program sizes between the two
extremes. 
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FIGURE 3: WHICH BEST FITS YOUR TARGET ANNUAL PREMIUM SIZE?

    Source: Guy Carpenter & Company, LLC  
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Commercial lines did not change substantially year-over-year. PAs/MGAs generally are focused on
growing the same lines of business, particularly inland marine, property and auto liability. Umbrella
liability was the lone surprise, at 62 percent in 2008 (from 26 percent in 2007).
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    Source: Guy Carpenter & Company, LLC  

FIGURE 4: PROGRAM APPETITE FOR COMMERICAL LINES
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For personal lines, on the other hand, PAs/MGAs are shifting. This year, 31 percent of respondents
expressed an interested in growing business in the homeowners segment, a noticeable increase
from 21 percent in 2007. Thirty percent of survey participants last year indicated that they wanted to
grow their auto books. In 2008, auto dropped to 15 percent. Personal umbrella appears to be a
growth area, with 15 percent of this year respondents looking to increase their writings, versus 9 per-
cent last year. 



Operating Platform
Carriers are still flexible with regard to the services that PAs/MGAs provide, including system use
and claim handling. More than 80 percent of respondents expect the PA/MGA to underwrite, rate,
quote and bind the business, as well as issue and service policies. Loss control and premium audit
services remain important to some carriers, securing 39 percent and 42 percent, respectively. 
This is consistent with our 2007 findings.
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FIGURE 5: WHAT SERVICES DO YOU EXPECT PROGRAM ADMINISTRATORS TO PERFORM?

    Source: Guy Carpenter & Company, LLC  
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With the softening market and the need to produce new business and grow premium volume, this
year’s respondents continue to have robust procedures in place to monitor results and control the
processes involved in working with PAs/MGAs. Ninety two percent of all respondents conduct two or
more underwriting and operational audits of the PA/MGA each year. This is up slightly from last
year’s 86 percent. Consistency was noted in the number of claim audits conducted with 21 percent
of respondents this year conducting 4 or more audits, compared to 22 percent in 2007.



continued from the previous page

7

Mergers and Acquisitions
M&A was clearly on respondents’ minds this year, with 72 percent indicating interest in making
acquisitions. Fifty-four percent are interested in acquiring other PAs/MGAs, and 39 percent are 
interested in carriers. Twenty-three percent would like to acquire wholesalers, and none indicated 
an interest in acquiring third-party administrators (TPAs).

The majority of respondents plan to use company funds to make acquisitions (54 percent), 
though company stock is another popular way to self-finance acquisitions. Private equity garnered 
27 percent, and venture capital and bank financing lagged with only 8 percent of respondents each. 

Reinsurance Purchasing
Reinsurance continues to play an important role for program issuing carriers. They continue to buy
from both reinsurance intermediaries and directly from reinsurers, with 83 percent of respondents
using a combination of both approaches. But, the preferred structure has shifted slightly.
Respondents preferring quota share increased 67 percent – from 30 percent last year to 50 percent
this year. Carriers preferring excess of loss structures dropped from 61 percent in 2007 to 50 percent
in 2008, a change of 18 percent. 

Given that a number of this year’s respondents were small carriers, divisions, units or start-up 
markets, we noted an increase in those looking to buy program specific reinsurance versus rolling
new programs into existing treaty structures.

As program carriers continue to look for new ways to generate new opportunities, the reinsurance
intermediary continues to be a valuable resource. Where program specific reinsurance is not 
purchased, all respondents this year have indicated a willingness to compensate the producing 
intermediary for bringing them opportunities. They will either pay a finders fee directly to the 
intermediary (69 percent of the respondents) or increase the MGA commission so they can pay 
the intermediary (31 percent). 



About the Respondents
This year’s respondents were split evenly. Fifty percent were traditional multi-line insurance carriers,
and 50 percent were specialty carriers. This represents a slight change from 2007, in which 52 per-
cent were traditional carriers. More than half of all respondents had 2007 GWP of less than USD100
million, and 24 percent were between USD101 million and USD500 million. Among this year’s
respondents, there are three new MGA operations.
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FIGURE 6: RESPONDENTS BY PROGRAM WRITING SIZE

    Source: Guy Carpenter & Company, LLC  

 

Few changes are expected for the coming year, as most respondents did not indicate that their sizes
will increase or decrease substantially. Thirty-three percent of respondents indicated that they are
likely to exceed USD100 million in GWP compared to 24 percent in 2007. Most respondents plan to
write between one and five new programs in 2008, with 36 percent anticipating six to 10 new pro-
grams.
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Obviously new business production and premium growth are major objectives for program issuing
carriers. Regardless of the carriers’ current size or longevity in the program marketplace, production
and premium growth are critical to success. In today’s marketplace it comes as no surprise that they
are also considered major challenges. 
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FIGURE 7: NUMBER OF NEW PROGRAMS FOR 2008

    Source: Guy Carpenter & Company, LLC  

Eighty-eight percent of respondents have access to admitted paper in 41 or more states. Only 4 per-
cent are admitted in 25 or fewer states, while 8 percent are admitted in 26 to 40 states. Seventy-five
percent of respondents have access to non-admitted paper in 41 or more states, with the remaining
25 percent admitted in 25 or fewer states. This is consistent with responses for 2007, in which 86
percent had access to admitted paper in at least 41 states and 72 percent had non-admitted paper
in at least 41 states. 



Carrier interest in industry meetings and conferences continued to increase in 2008. This year, the
AAMGA annual meeting is the most popular with our respondents, as 85 percent claim they benefit
from attending (up from 52 percent in 2007). The popularity of NAPSLO’s annual meeting grew
slightly, from 61 percent to 65 percent this year. Sixty-nine percent replied that they benefited from
other conferences such as Peak Performance, PLUS, VCIA, to name a few. Mid-year meetings are
less popular, with only 27 percent of respondents saying they benefit from the AAMGA mid-year
meeting and 19 percent for the NAPSLO mid-year event.
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    Source: Guy Carpenter & Company, LLC  
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FIGURE 8: BEING A PROGRAM WRITER, WHAT MEETINGS/CONVENTIONS DO YOU BENEFIT FROM ATTENDING?
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The program market is as active as ever and continues to attract new capital. Regardless of program
size, organizational structure, technology platform or servicing capabilities, there appear to be parties
interested in doing business with PAs/MGAs. Whether it is to provide the insurance for programs,
partnering in expanding operations to grow revenues or to be the potential buyer of a PA/MGA oper-
ation, the results of our survey indicate all the ingredients are present for an exciting year in the pro-
gram marketplace.



Notes



Guy Carpenter & Company, LLC is the world’s leading risk and reinsurance specialist and a part of the Marsh & McLennan
Companies.  Guy Carpenter creates and executes reinsurance solutions and makes available capital market solutions* for
clients worldwide through 2,600 professionals across the globe.  The firm’s full breadth of services includes 16 centers of
excellence in Accident & Health, Agriculture, Alternative Risk Transfer, Environmental, General Casualty, Investment
Banking*, Life & Annuity, Marine & Energy, Professional Liability, Program Manager Solutions, Property, Retrocessional,
Structured Risk, Surety, Terror Risk, and Workers Compensation. GCFac®, Guy Carpenter’s dedicated global facultative
reinsurance unit, provides the placement strategies, information and timely market access that are critical to obtaining
strategic facultative reinsurance.  In addition, Guy Carpenter’s Instrat® unit utilizes industry-leading quantitative skills and
modeling tools that optimize the reinsurance decision-making process and help make the firm’s clients more successful.
Guy Carpenter’s website address is www.guycarp.com. 

* Securities or investments, as applicable, are offered in the United States through GC Securities, a division of MMC
Securities Corp., a US registered broker-dealer and member FINRA/SIPC. Main Office: 1166 Avenue of the Americas, New
York, NY 10036. Phone: (212) 345-5000. Advice on securities or investments in the European Union is provided through
GC Securities Ltd., authorized and regulated by the Financial Services Authority. Reinsurance products are placed through
qualified affiliates of Guy Carpenter. MMC Securities Corp., GC Securities Ltd. and Guy Carpenter are affiliates owned by
Marsh & McLennan Companies. 

Guy Carpenter & Company, LLC provides this report for general information only.  The information contained herein is
based on sources we believe reliable, but we do not guarantee its accuracy, and it should be understood to be general
insurance/reinsurance information only.  Guy Carpenter & Company, LLC makes no representations or warranties, express
or implied.  The information is not intended to be taken as advice with respect to any individual situation and cannot be
relied upon as such.  

Readers are cautioned not to place undue reliance on any historical, current or forward-looking statements.  Guy Carpenter
& Company, LLC undertakes no obligation to update or revise publicly any historical, current or forward-looking statements,
whether as a result of new information, research, future events or otherwise.

Statements concerning, tax, accounting, legal or regulatory matters should be understood to be general observations
based solely on our experience as reinsurance brokers and risk consultants, and may not be relied upon as tax, account-
ing, legal or regulatory advice which we are not authorized to provide.  All such matters should be reviewed with your own
qualified advisors in these areas.

This document or any portion of the information it contains may not be copied or reproduced in any form without the per-
mission of Guy Carpenter & Company, LLC, except that clients of Guy Carpenter & Company, LLC need not obtain such
permission when using this report for their internal purposes.

The trademark and service marks contained herein are the property of their respective owners.
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