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ANALOG ADJUSTING IN A DIGITAL WORLD
By Sandy Rodgers May 2008

The problem with not having enough goodproperty adjusters is finally being recognized,and U.S. domestic insurers are consideringhow to address this problem. It is disturbinghow long it has taken for such recognition. Thefirst published article on this subject known tothis author was the Conning Report (Property-
Casualty Claims Management—Adjusting to
New Realities—2001). It was followed by a2004 article authored by Ken Brownlee whichappeared in Claims Magazine in February 2004(“Where Is Insurance Education Headed?”).One is initially left with the question of whyinsurers needed so much time to recognizethis long-evident problem. A historical reviewis necessary to determine the solution, as wellas to prevent even greater problems in thefuture—which may not be a popular topic forcurrent claim management and executives.The solution will not be easy, but a changemust take place, or the future of propertyinsurance claims adjusting will be in jeopardy.
The Past: The Decade of the 1990sDuring the 1990s, there was a fundamentalchange within the industry which gaveincreased power to non-insurance business

management and operation personnel. Thiseffectively doomed adjusters. It involved threegeneral areas of management objectives: (1) Providing a desirable and competitivelypriced product/service to the customer(2) Creating and maintaining a staff that couldsatisfactorily service that product(3) Producing acceptable earnings returns toshareholders via cost efficient delivery ofthe product/servicesAttaining those objectives was historicallyaddressed in the same order, since the first
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two ultimately determined the business viabil-ity. Whether employees actually should be thepriority focus was up for debate, since it is theproduct and delivery which attracts or reducesthe customer base. Accomplishing the third andlast objective required a strong and knowledge-able workforce that could design, price, anddeliver the product efficiently. Somehow thosepriorities became confused as the 1990sdecade began, and just as a cart can be movedto precede the horse, shareholder return wasshifted to the forefront of managements' priori-ties. Various allegations also arose concerning

insurers’ attempts to manage that third objec-tive beyond efficient service delivery expenses.Those allegations involved the adoption of“aggressive” claim positions to encourage orintimidate policyholders to accept lesseramounts in claim settlements. One of the great motivators for this changewas the impact of a company’s earnings asrelated to the earnings forecasts of stock ana-lysts. Management’s focus became those earn-ings, while losing sight of what was generatingthose earnings. The “bottom line” became the
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priority. The easiest way for management toincrease earnings was to reduce expenses, butthey failed to recognize the impact on custom-ers and employees as financial managementrose to the forefront. For employees, the B.S. orB.A. degree was reduced in value as the indi-viduals with an M.B.A became most desirableas potential managers of expenses. These“financial” persons began to take over themanagement of many insurers, but they reallydid not understand the insurance business andmade decisions based solely on “the numbers,”often at the expense of long-term planning andstaff development. One might say that seniormanagement developed myopic vision—meetanalysts’ expectations, or else! Management did a very good job implement-ing change to accomplish this new manage-ment style. At the same time, technology wasmaking enormous strides allowing more datato be gathered, though it was frequently mis-used, misdirected, or of minimal value. Therewas recognition that some delivery expenseswere necessary, but many believed that tech-nology would reduce and control those deliv-ery costs. Those with experience in the insurance indus-try know that claim departments and claimpayments obviously reduce earnings. Profit-able years were seen by many as years of goodunderwriting, and bad years considered anindicator of poor claim operations. That per-ception easily led to the conclusion that chang-ing many claim operations would be appropri-ate as expenses were the easiest item toimpact across all areas without considerationof the indemnity impact. Computers prolifer-ated, and were initially and properly seen as atool to assist claim operations and adjusters tomake them more efficient. This helped, but it

didn’t end here. The term “artificial intelli-gence” entered the vocabulary, and was her-alded as a way to reduce both staffing and therequired training and education costs. From afinancial perspective it would create a rapidenhancement to earnings. (This approach wasultimately applied to underwriting also.) Claim authority of adjusters was also affectedas authority migrated to financial managerswho really did not understand loss adjustingand viewed it as just an expense adverselyinfluencing profits. With reduced adjustingexpenses, the analysts’ expectations could bemore readily met, and, of course, sharehold-ers liked the resulting earnings increase.Senior management was rewarded accord-ingly via increased salaries and bonuses,which routinely included stock shares oroptions, which further increased the empha-sis on earnings and stock value. Those whoviewed operations from only an immediatefinancial viewpoint were pleased, but failedto recognize the impact on their future opera-tions.
Reliance on TechnologyThere were many instances where technologydevelopers failed to understand the insuranceindustry, and particularly loss adjusting. How-ever, they excelled in knowing how to markettheir software to support this new financialmanagement style. It is easy to sell a flawedproduct to a customer who doesn’t understandthe complexities that have supposedly beensimplified via technology. Technology is greatfor storing data. It can be a great tool to assistin reaching an objective, but it was and is beingused as a method or determinant of a lossadjustment, reducing the application of soundjudgment. 
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Real experts in the claim business would saythat “adjustment is a combination of art andscience.” Technology, based in science, wasdeveloped and used without recognition of thenecessary application of the required art. The“art” can only be learned through a combina-tion of claim and insurance education andexperience. An experienced adjuster coined aphrase long ago that describes the technologyimpact on loss adjustments: “Technologyturned technicians into typists, and typists intotechnicians.” 
Impact on the Staff AdjusterWhat happened to those who saw the ultimateimpact of this change in management philoso-phy? It is fair to say that many in the businessfelt the adverse impact but were not in a posi-tion to halt it. Still others recognized the issue,but did not want to question upper manage-ment’s philosophy, since failure to meet thenumerical objectives would place them in aposition where they would be considered“nonteam players.” Being on the team and pos-itive recognition by their superiors becamemuch more important than taking exceptionand possibly jeopardizing their careers. Man-agement ranks gradually filled with more inex-perienced property claim staff who couldadapt to management “by and for the num-bers,” but at the expense of quality. Thisapproach continued into the 21st Century, withincreasing authority held by nontechnical per-sons who really do not understand what “thenumbers” actually represent. It became apparent to the “numbers” manag-ers that training and education was yetanother expense available for reduction. Edu-cation budgets were cut in the belief that databases created by software producers could

decrease the adjuster’s required knowledge todeliver the services and maintain customersatisfaction. This led to not only inadequateeducation, but also the teaching of incorrect orimproper subject matter. New adjusters begantheir work with an inadequate but unrecog-nized lack of knowledge. Existing experienced adjusters, reporting tomanagers who did not fully understand theart of loss adjustment, became frustratedwith their inability to do their job. Some expe-rienced adjusters endeavored to adjust lossesunder their new limited roles, while awaitingretirement. Others took early retirement ifavailable. Some also left insurers to join vari-ous vendor firms, become independentadjusters, or work for brokers who recog-nized their value and major impact on policy-holders. 
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Impact on Outside ExpensesDuring this period, more claims werereferred to defense counsel. This should nothave been an unexpected result consideringthe decreased number of experienced adjust-ers who had commonly resolved disputesthemselves. Adjusters with real knowledgeand experience are competent to resolvemost adjustment issues with only minimaluse of third parties. Those adjusters oftenused counsel only when they or their man-ager had determined what should be done,but were unable to reach agreement via dis-cussion and negotiation, an issue of law arosewhich they could not address, or suit wasfiled by the policyholder. Even then, theadjuster retained control of the claim and theextent of involvement of counsel or otherthird parties. The less experienced and inade-quately trained personnel must rely on suchthird-party expertise, often to mask adjusterinability to deal with difficult issues—or theability of their manager to provide appropri-ate guidance.Adjuster control of defense counsels erodedand reliance on outside counsel to make deci-sions reversed the roles of each party. Cer-tainly it was in counsels' interest to do a goodjob in exchange for a fee, and in manyrespects, the counsel effectively took over theclaim and the adjuster merely reported on thestatus. The oversight of counsel also becameone of endeavoring to manage what wasunderstood—fees and expenses. The qualityof the advice and ultimate result was over-looked. Many situations arose where aninsurer defense counsel became involvedwithout actually knowing the business ofinsurance. However, they did remember whatinsurers had forgotten—customer satisfac-

tion. In many instances, they satisfied theircustomer, the insurer, often agreeing toaccept lower fees, but at the cost of alienatingthe insurer’s customer via reduced quality.Many experienced adjusters were furtherfrustrated when they saw a “supportive” legalanalysis that they felt was incorrect, but coulddo nothing about it. There was a time when referral to outsidecounsel was sometimes seen as adjuster inade-quacy. In valid disputes, there were also occa-sions where the adjuster would receive a legalopinion, but overruled it because the opinionfailed to recognize the intent of the insurancecontract or that a legal victory would actuallyset a bad precedent. Reflecting these changes,there are now many published decisions thatare in conflict with insurance intent, but arerelied upon by others. A change also occurred in the use of accoun-tants, engineers, and other parties. Theadjustment of time element losses provides agood example of this change. Adjustersappeared to lose the ability to adjust theselosses, and instead, immediately and auto-matically referred them to accountants—andfrequently neither of them, nor the adjuster’smanager, really understood such coverage. Itis fair to say that in some cases, the adjusterhad no idea what to do on a business inter-ruption loss and effectively abandoned it tothe accountant for determination of both cov-erage application and the loss amount. Theaccountant had no choice but to attempt acomplete loss adjustment. Failure to attemptto do the full adjustment could mean that theaccountant had failed to satisfy his customerand he would no longer receive assignmentsfrom that adjuster/insurer. This also led toincreased litigation.
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Impact on the Independent AdjusterAll these changes had an adverse impact onindependent adjusters. Independent adjusterfees became another expense managementissue for insurers, who lost sight of the “art” ofadjustment and compared independent adjust-ers and their bills to internal expectations oftheir own staff. This led to an insurer positionthat only their staff adjusters could adjustlosses per the insurers’ methodology and atlower cost. Assignments to independents werereduced, so independents had to then reevalu-ate their expenses, including compensation.The normal salary and benefits programstarted changing to one of variable compensa-tion based on the billings by the adjuster. Thisalso contributed to the reduction of personneland was a detriment to a quality work product. This actually increased industry costs in manycircumstances. It became difficult to get multi-ple insurers on the same risk to agree to useonly one independent adjuster as each felt itsown approach was better and more cost effec-tive. Even when there was agreement, individ-ual insurers still wanted the independent tofollow its own company rules, proce-dures, and opinions—often at theadvice of their counsel. The lesserqualified insurer claim personsinvolved became the commondenominator of the adjustment. Tokeep the insurer customers, manytimes the independent had no choicebut to adapt to the imprudent con-trols, stifling processes, and rigiddemands. It also had the effect ofincreasing the time to complete theloss adjustment, generating addi-tional fees for all insurers involved as

well as the operating costs of the independent. This issue of increased use of outside counselalso influenced the independent adjuster andthe overall claim expense of the insurer. Con-flicting positions among insurers and theirindividual counsels became common. (Fiveparticipating insurers could result in five dif-ferent counsels involved, each endeavoring tohave its own opinion prevail.) These modern changes may well be the resultof the change in insurer and independentadjuster relations which took place about ahalf-century ago. At that time, the GeneralAdjustment Bureau (GAB) was actually ownedby insurers. GAB, and also other independentadjuster firms, ran their own educational pro-grams for adjusters. Insurers relied on theirexpertise. A legal issue surfaced involving anti-trust concerns, and insurers divested them-selves of their ownership interests. Insurershad always paid for adjustment services, butbeing owners, they also shared in GAB profits. Once the ownership interests were eliminated,insurers began to only look at the adjustmentcosts involved, and how those feescould be reduced—but often absentthe knowledge to understand thoseexpenses and services. Over time,insurers determined that hiringtheir own adjustment staff wouldallow them to directly control theadjusters and, in many cases, insur-ers hired adjusters and managersfrom the ranks of independents.During such transitions, many staffadjusters were trained at the inde-pendents' schools, such as the GABtraining center in Denver. 
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This change led to reduced use of indepen-dent adjusters, who finally had to reducecosts by eliminating their educational pro-grams to meet the fee reduction demands ofinsurers. Ironically, over a few decades, theroles reversed, and independents eventuallyfound that it was more cost effective torecruit good staff adjusters and get out of thebasic education business. The training andeducation was shifted to insurers, who wereoften ill-prepared to address that need.Today, insurers provide a training ground foradjusters, and those with the best expertiseare frequently recruited by independents.Those former staff adjusters with a solidbackground would have their skills honed viamentoring by the more senior independentadjusters. Understandably, some independents adaptedto the new structures because of continuedemployment necessity. Others resisted, whichled to fewer assignments from insurers.Lastly, many of the most experienced inde-pendent adjusters selected the retirementroute. This all led to “dwindling ranks” ofgood independent adjusters, who had tradi-tionally been considered the best source ofadjusting expertise for the most complexlosses. 
The Present: Where Is the 

Industry Now?The adjuster ranks now include many poorlytrained employees with lower levels of exper-tise. There are still some who are better edu-cated and skilled, but frustrated with theirwork, and just wait for retirement at the earli-est opportunity. The number of really experi-enced and knowledgeable adjusters continuesto decline rapidly. 

Management's focus on expenses, with alreadyreduced employee skill levels, combines to cre-ate increasing indemnity payments. Indem-nity costs have long been viewed as manage-able via increased premiums, and“technological underwriting.” It has been eas-ier for management to focus on expensesbecause comparing numbers is much easierand requires very little real knowledge of theindustry. (Underwriter expertise has beenaffected in the same manner as adjuster exper-tise; in many companies a computer programmay now determine the acceptance or rejec-tion of a risk). Increases in indemnity payments are com-monly explained by things such as catastro-phes or an adverse litigation environment.Both areas certainly influence insurer operat-ing results—but how could adjuster expertisebe overlooked for so long? It is easy to over-look that which is not understood! At the sametime, senior management’s focus on expenseshinders meaningful training and education. Askilled work force is imperative to balanceindemnity and expense dollars, but cannot beattained absent managers with appropriatetechnical expertise overseeing not only lossadjustments, but the training and education ofadjusters.
The frustration level of employees has alsobeen overlooked or disregarded by manymanagers. Brokers have encountered manyinstances where a good staff or independentadjuster advises of the insurers’ position ona specific claim, but at the same time—directly or indirectly—apologizes for thedecision. On occasion, it also becomes veryapparent that the adjuster knows the posi-tion is incorrect as it cannot reasonably beexplained. When required procedures are
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counter-productive to accomplishing anagreed objective, a good adjuster may effec-tively apologize to the broker (and some-times the policyholder) for having to followsuch procedure or process. Skilled adjusters have also indicated that aninsurer has obtained a legal opinion that sup-ports a recognized incorrect position—it maynot be directly stated, but it may becomeapparent when the adjuster cannot explain theposition when questioned. Adjusters see farmore insurance losses than attorneys, andgood adjusters were traditionally consideredmore knowledgeable regarding the underwrit-ing intent and application of policy provisions.It was also not uncommon for defense coun-sels to privately consult with such adjusters inpreparing their defense. The situation haschanged. In some instances outside counselmay now endeavor to satisfy its insurer cus-tomer by effectively affirming the insurer’sposition, though it may be incorrect. Suchactions ultimately return not only a fee for thelegal opinion, but also a fee for trial of theissue—the latter being paid whether the litiga-tion is won or lost. (The same would be truewith a potential appeal.) A “battle” might evenbe won in this manner, but potentially it mayultimately result in the loss of a litigation “war”while increasing expenses.Where is the customer left? Many, particularlylarger policyholders, are more frequentlyquestioning the use of insurance as a risk man-agement tool. The policyholder purchasesinsurance because of an underlying need forfinancial security. When a loss occurs, theinsured frequently finds that he/she is dealingwith a poorly educated and inexperiencedadjuster, or one who is totally frustrated, andwhose role is perceived as that of an adversary

rather than a business partner. In many cases,when the insurer’s position is correct butadverse to the policyholder, the adjuster lackssufficient insurance education or customerservice skills to adequately explain the posi-tion to the policyholder. This last issue again isalso the result of insufficient claim training andeducation.
The Future: Can Adjuster and 

Claim Quality be Restored?

It is easy to address these problems generally.The industry must train and educate theiradjusters, with emphasis on the insuranceeducation portion. And adjusters must beallowed to adjust losses. The real question thatremains is whether insurers will have thecourage and determination to make the neces-sary and appropriate operational changes toactually produce good adjusters. The immedi-ate problem that surfaces is whether insurersstill even have the personnel who can imple-ment such a change and improve adjusterexpertise. Ultimately, the question will revertback to the financial impact.
Management Recognition of 
Claims Impacts

Senior management must adopt a differentview of priorities, beginning with the recogni-tion that expense and financial management isonly one component of a much larger issue. Asuccessful business must have a well-trainedand educated staff empowered to accomplishits goals. That means that employees should bea high priority of a successful business as noth-ing can be accomplished for the customer poli-cyholders, or shareholders, without a qualitystaff. Further, adjusters are the best public
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relations representatives that an insurer has,and insurers must capitalize on, that resourceby providing the proper educational opportu-nities for employees. 
Adjusters know that they will meet policyhold-ers at the worst possible time for that cus-tomer, and their actions will determine thecustomer’s evaluation of the insurer andwhether the customer will become a propo-nent or opponent of the insurer. The adjustermust understand that it really is that customerwho provides the revenue to pay his salary,cover all insurer expenses, and produceinsurer earnings. In turn, management mustunderstand that the adjuster is the best repre-sentative of their company to the public and isin a position to have a great impact upon thecompany’s success—whether a claim is cov-ered or not.The policyholder must become either the firstor second priority for the insurer—one canhave a spirited debate as to whether theemployee or customer has the highest priority.If a good adjuster can “sell” his company tothat policyholder, the insurer will also obtainmore customers who want that particular

insurer to be their partner in maintainingfinancial security—and they will make suchrecommendations to others, both in personaland business relationships. The overall objec-tive is to create a partnership, rather than anadversarial relationship.The third priority is the insurer’s success mea-sured by the value of the return to sharehold-ers. By educating, supporting, and developingthe employees, the insurer can enhance reve-nues via new and retained customers withreduced disputes and litigation. That trainingmust include education on how to deal withlosses in a cost-efficient manner and the recog-nition of necessary versus unnecessaryexpenses. Individual adjuster expenses mustbe addressed individually, not by strict blanketrules. Guidelines and good judgment are betterthan rules and also help develop new manag-ers. Successful implementation should then beseen in the financial results of the insurer. Agood claim operation dealing with a qualityproduct insuring an appropriate risk for aproper price should enhance the insurer’sprofits, and result in satisfied shareholders,retained business, and increased stock values.The opposite approach, as we have seen in thepast, will not work.
Claim Management and OperationsManagers who cannot adjust a loss themselvescannot really manage the technical issuesrelating to claims, or the education or evalua-tion of the work of technical employees. Thatdoes not mean he/she can’t manage people.Management must recognize the very techni-cal, if not professional knowledge needed toadjust losses, and know when to rely on reallygood adjusters to make decisions on their own.The manager’s role should be that of encourag-
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ing and supporting the staff, but stayingremoved from the technical issues if he/shedoes not have superior knowledge of thoseissues. That raises the question of how to evaluateadjusters. One probably can’t evaluate theirperformance without sufficient technical claimknowledge and appreciation of the claim envi-ronment—it cannot be done only by reports ornumbers. A manager could use others, typi-cally the older and more experienced adjusterswith a solid background, who can conducttechnical evaluations on their behalf. The idealwould be to have managers who have movedup through the adjuster ranks because of solidtechnical expertise. But how many currentlyexist? Auditing of claim resolutions is certainlynecessary, but it must be done by personsqualified to have actually adjusted the lossthemselves and understand the process andissues involved.
Recruiting and Retaining Good 
Adjusters Recruiting and retaining good employees mustbe addressed together. One suggestionrecently offered was to train constructionmanagers to become property adjusters, ormarina/boatyard managers to become marineadjusters. This can possibly be done in the fieldof marine claims. In the property claim area,one will rarely find a quality adjuster whocame from a construction background. Anadjuster must know insurance, and have aworking knowledge of construction, account-ing, and various other secondary technicalfields. The priority is insurance coverage, andthe required investigation to allow a propercoverage application and valuation determina-tion. A thorough understanding of insuring

intent is the basic issue. An adjuster can neverbe expected to have all the answers on everysubject, but must recognize what questionsmust be raised and resolved on every claim,and how to obtain the necessary informationto resolve those questions. 
The ability to personally prepare estimatesand determine most causation issues is appro-priate for small losses, particularly in personallines. In commercial lines, it is far more impor-tant for the adjuster to know the more com-plex field of insurance, coupled with the abilityto evaluate loss causation, value, and the appli-cation of policy coverage to each of thoseareas. Some of the very best adjusters are notqualified to write estimates on even routine,and certainly not the larger and more complex,losses. But their ability to properly adjust aloss by evaluating such estimates is very good.The in-depth knowledge of fields like construc-tion cost estimating should be left to contrac-tors who have that expertise.
A survey of adjusters will find few who enteredthe industry because of desire; most becameinvolved in the claim business by accident.Often, they just needed a job! It is doubtful thatcreative programs with flexible work hoursand work-at-home arrangements as somehave suggested would have any value inrecruitment or engender loyalty. By necessity,any good adjuster has always worked flexiblehours and also works in hotels, on parkbenches, in the car, and at home. Loyalty canbe best obtained by the employer first beingloyal to the employee, and providing therequired education, tools, and authority to per-form the employee’s work. Claim authoritymust be granted based on the adjuster’sproven ability, rather than arbitrarily assignedby a nontechnical manager. Employee/
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employer mutual respect is a giant step towardmaintaining a high morale level, and highmorale has a direct relationship to employeeloyalty. Many indications are that morale iscurrently at an all-time low, and may be get-ting worse. The myriad of “rules” or “proce-dures” previously mentioned is fueling themorale problem.
Pay must be commensurate with what theadjuster is expected to do and the level ofexpertise required. Premium pay is requiredfor those who do a premium job. The level ofpay is a separate issue, but must be sufficientto attract and retain good employees. Pay mustalso be commensurate with meaningful pro-fessional titles for adjusters. At one time somefirms used not only observed expertise, butalso employed a testing program to determineif one should be promoted to positions such asGeneral Adjuster or Executive GeneralAdjuster. Such tests are difficult to design, butare probably the only way to supplement thesubjective valuation of the individual’s level oftechnical insurance and loss expertise.
Along with direct pay it is important to alsoconsider how the adjuster’s expenses are eval-uated and managed. Imagine an adjuster with$1 million dollars in settlement authority on aspecific claim producing a settlement satisfac-tory to all involved for $750,000—and havinghis expense report returned because of a viola-tion of a parking “rule.” The expense rejectionexplanation is that a claim was made for a valetparking charge that exceeded open lot chargesby $2, and expense rules only allow for self-parking. Maybe it was raining and the policy-holder was with the adjuster when the chargewas incurred—or just a long walk to an openlot. All adjusters encounter such problems,which serve only to reinforce the message that

indemnity dollars are worth less than expensedollars, and the adjuster cannot be trustedwith company money. Why is the adjustertrusted to properly use that $1 million author-ity, but have no authority on parking price dif-ferences of $2? Such actions send a messagethat saving $250,000 in indemnity is lessimportant than the $2 parking charge. Expenses must also be managed with theapplication of art—was the expense reason-able for the circumstances and result? Firmrules and procedures can be applicable to cler-ical functions—they are not appropriate fortechnical professionals whose job responsibili-ties should include appropriate expense man-agement, and also encompass issues of subjec-tivity. Expense rules are frequently seen as“escapes” for managers who don’t like havingto make such decisions, or do not have theability to address expenses properly. Guide-lines rather than rules should be the norm. 
Adjuster Career PathsTurnover seems to be okay as a method of get-ting rid of “deadwood.” Getting rid of nonper-forming personnel (i.e., positive turnover) iscertainly a good adjuster motivator—goodadjusters generally have no regard for thepoor ones. However, allowing “deadwoodadjusters” to continue their work for essen-tially the same pay as a good adjuster creates asignificant morale problem. Some poor per-forming adjusters actually are promoted tosupervisors, thus ratifying the benefits of poorresults. (The “Peter Principle” is alive and wellunder these circumstances.) Managers must berespected, or will fail themselves, their subor-dinates, and ultimately their superiors. Theycertainly will be unable to attain the desiredperformance level. If the manager has the nec-
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essary technical knowledge or can rely onsomeone who does, eliminating nonperform-ers really can be a motivator for other employ-ees. It can also convey the message that perfor-mance will be rewarded, and a solid careerpath exists. 
It must also be recognized that many of thevery best adjusters really like their job anddon’t want to enter management. In that case,there should also be a career path for thosewho want to simply be the very best techni-cians and adjust losses. Titles should not con-tinue to be dispensed without merit, as indi-cated in the comments regarding compensa-tion. The industry already has far too many“General Adjusters” or other enhancedadjuster titles that are meaningless and haveno relationship to the ability of the individual.Managers must recognize that passing outtitles because of longevity or a flawed skillsevaluation is a detriment to the insurer andinsults the good employee. 
Low adjuster turnover can be an indicator ofloyalty and good employee morale. It can alsoreflect poor technical management skills.Turnover should never be considered as amethod to “eliminate deadwood”—deadwoodadjusters should be identified and eliminatedbased on their inability to perform the jobresponsibilities. Salaries are a frequently overlooked issue fortop level adjusters. What would be the returnto an insurer if a really good adjuster wasawarded a pay raise of even an additional$20,000 per year along with the necessaryauthority to do the job? If the adjuster has realexpertise, the insurer will recoup that costmany times over via the savings of indemnitydollars—only one claim of any consequence

can produce that savings. But will his managerbe able to see that indemnity savings and theskills that produced it? Ironically, the industryhas little problem paying high hourly rates foroutside experts and attorneys, but there aresome internal adjusters with better skills thanthe outside resource.
Training and EducationEducation is the key to producing qualityadjusters, and mentoring programs are theonly way to do that—especially at the upperlevels. Classroom education is also required, ofcourse. Education must cover a broad spec-trum of topics for the recently recruitedadjuster. As experience increases, the educa-tion must continue in a more specialized con-text, such as retail, service, or manufacturingbusiness interruption, transit, or other special-ties. At the same time, the adjuster’s workshould certainly provide a challenge, but he/she should NOT be assigned losses that exceedabilities—unless a mentor is always available. The educational process must involve basicunderwriting issues. For reasons unknown,there has always been an internal barrierbetween underwriters and adjusters. Each canprovide valuable assistance to the other inmany aspects, and each needs to know muchmore about the work of the other. Togetherthey can frequently resolve coverage issuesregarding intent, and each can provide valu-able insight to the other. Adjusters should beencouraged to get to know and work with theirunderwriters.There is much to suggest that, where possible,adjusters should first learn to deal with per-sonal lines losses. Not only are there far fewercomplexities, but it provides a great learning
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experience of insurance basics and how to dealwith people across a wide range of circum-stances. 
Mentoring programs are simple in concept butdifficult to implement. The first step is to iden-tify qualified mentors—and more than onemay be required during the progression of anyindividual adjuster. Too many times, the men-tor is selected without determination ofwhether the individual excels in the neededskills. It is unfair to all when an unqualifiedmentor is providing guidance to a less experi-enced adjuster. (One is reminded of the olddescription of a long-time employee known tohave far less knowledge and skill than hisexperience would indicate, described as “hav-ing 1 year's experience 10 times!”) The senioradjuster in an office may not be a good mentor.There have been situations identified wheremanagement’s most respected adjuster in anoffice was not the most qualified, and wasmentoring adjusters who were actually betterthan the mentor. That results from inadequatetechnical management. 
A competent evaluation of current adjusterswould be in order—but it must be conductedby those competent to evaluate adjusters. Aperson with the current title of GeneralAdjuster may not have the knowledge onewould expect of a General Adjuster. It may beappropriate to also obtain input from hispeers, policyholders, brokers, agents, outsidecounsel—or recently retired quality adjusterswho would be willing to provide such identifi-cation assistance. Retired adjusters might alsobe considered for assistance in classroom edu-cation—whether such persons were formerlystaff adjusters, or independent adjusters.Underwriters might also provide excellentinput. It would be helpful to determine the via-

bility of a testing method to assist in evaluatingthe level of technical knowledge and includenarrative questions with subjective compo-nents. Management will face a real challenge imple-menting a mentoring program, even if they canset up an appropriate program with qualifiedpersonnel. Mentoring means that two personswill be on the same loss, at least for much ofthe time. That creates additional adjustingexpenses, especially for the first few yearswhen more quality adjusters are required.Mentoring success is directly linked to man-agement’s tolerance for the additional expenseof two adjusters working on the same loss.Reports from a mentor are important to moni-tor adjuster progress, but the reports them-selves must be evaluated carefully. Like manyclaim reports, a mentoring report may meetreporting objectives, but fail to provide mean-ingful information on the knowledge and skillsprogression of the adjuster. The employee,mentor, and manager certainly must worktogether, and they must understand the objec-tive. Reports of progress are appropriate ifthey are meaningful—and all involved shouldbe in agreement, including the employee. Thedifficulty in measuring progress reports is oneof having technically qualified management orsupervising adjusters who can assess theprogress, as opposed to assessment of thereport itself.
Staff Adjusters versus Independent 
Adjusters Most insurers have increased the number ofstaff adjusters and in the process reduced theiruse of independents. This again gave insurersmore control in that losses were to be done
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“their way,” whether right or wrong. Cost hasalso been a basis to reduce reliance on inde-pendents, as it was less costly to use lesserqualified staff adjusters.
Throughout the industry, most experiencedclaim professionals recognize that because ofexposure to many more varied and specializedlosses and well-known industry mentors,there have always been more highly qualifiedindependents than staff adjusters. Of course,there are now fewer independent adjusters.Many have retired because of insurer pressureto reduce hourly rates. They experienced thesame frustrations of many good staff adjusterswho were trying to adjust losses properly,while being told to do so under set procedures.Independents have also adopted such expensemanagement approaches by necessity. Thereare still many better qualified independentadjusters than staff adjusters when more com-plex or specialized losses are encountered, butthey are frequently not being utilized properly.
Can Loss Adjusting Be Resurrected?Certainly the abilities of adjusters can begreatly improved via training and education,but the cost, time, and necessary quality mustbe established by technically qualified man-agement. Companies must recognize that tech-nology can greatly assist adjusters, but it ismerely a tool, not an end unto itself. Recentlythere appeared in the trade press an advertise-ment for a 5-hour computer based course “toprovide advanced training for the propertyclaims adjuster and those interested in prop-erty claims.” The course purportedly covered“every issue” raised in property claims, with“assessment of the legal issues faced.” Uponcompletion, the adjuster would have a back-ground “sufficient to complete the adjustment

of the most complex property insuranceclaims.” The cost was only $100. (It is permis-sible to laugh.) Sadly, such offerings may actu-ally be purchased by well-meaning claim man-agers because they are supposedly costefficient. Will managers understand that thereare actually few individual insurance topicsthat can be taught in only 5 hours? Five years of quality education and experiencemight be a reasonable time objective for devel-oping a good personal lines adjuster. For acommercial adjuster the 5-year quality educa-tion and experience period will, with very rareexception, produce only a reasonably compe-tent commercial adjuster for the smaller androutine losses. The more complex commerciallosses require at least 10 years' experience,but even that is a somewhat aggressive timeline. The ability to deal with the “most com-plex” losses will normally require a longerperiod—an additional 5 years might be suffi-cient. In all cases, and at each level, an appro-priately skilled mentor will need to be avail-able. The type of loss might also impact thespecific mentor used in commercial losses,since many may be quite specialized. 
The FutureRecognition of the decreasing number of quali-fied adjusters is hopefully an indication thatmanagement is ready to address this problem.That must be done soon while there are still anumber of experienced adjusters available.Some of the best adjusters who have alreadyleft the industry might be willing to come backto work, either on a full-time, part-time, orcontract basis—if they are convinced that achange is really underway. Likely they wouldenjoy helping facilitate a change by conductingeducational sessions, mentoring, and adjust-
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ment review and evaluation that has meaning-ful impact. They could also assist in the evalua-tion of current and future employees' technicalcompetency.The issue of technical management and super-vision of adjusters must also be addressed.That will be a difficult problem, as manage-ment and supervision currently in place will beresistant to a revaluation of their technicalexpertise. Managers without the requiredtechnical knowledge have only limited abilityto oversee any loss or properly evaluate thosedoing the adjustment. It may be that the verybest experienced adjusters, especially thosewho have already left the industry, could cur-rently be utilized for this purpose since theycan afford to be candid without fear of adverseemployer reaction. It may be a cliché, but the property insuranceindustry really is at a crossroads. Continuedbelief that property losses can be essentiallyautomated and adjusted via rules and pro-cesses might possibly have some applicationon the smallest and most routine losses. How-ever, on all other losses, senior managementcannot continue to believe that indemnity pay-ments are subordinate to expense controls, orthat loss adjusting can be accomplished viaprocesses designed for purely financial pur-poses. Loss adjusting is a technical field that

cannot properly function when controlled byfinancial managers. Can senior management make the change tomanage more than expenses and processes?Can management identify the proper person-nel with the required technical skills to man-age loss adjustments? The historic lows in thenumber of experienced adjusters, adjustermorale, and more dissatisfied customers hascreated a unique opportunity for insurers will-ing to address those issues. Customers expectto pay for a quality product and service—andit is the customers who will ultimately deter-mine the success or failure of any industry orindividual company. Adjusters are currentlytasked with providing “quality” services to thecustomer, but typically cannot do so in thepresent industry environment. These problems can be corrected, but willrequire qualified adjusters with the appropri-ate authority to properly resolve claims with-out inappropriate nontechnical management“interference.” There must be a change in theinternal claim environment. The question iswhether senior claim management will allowsuch changes to be implemented while therequired resources are still available—or willthey continue to manage only the currentfinancial issues and ignore the ultimate impacton the industry?

Opinions expressed herein are those of the author and are not necessarily held by the author’s employer or IRMI. This publica-
tion does not give legal accounting, or other professional advice. If such advice is needed, consult with your attorney, accoun-
tant or other qualified advisor.
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