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Taking a broad view handling risk
BY KEVIN SHALVEY

SHALVEY@PBN.COM

Since William K. Austin and Craig F.
Stanovich founded the consulting firm
Austin & Stanovich Risk Management
LLC in 2002, the firm has picked up
about 160 clients in 21 states. Austin has
served as an expert witness in New
Orleans in the wake of Hurricane 
Katrina, and the firm is currently 
consulting on construction sites in 
Florida and California. 

Austin recently spoke with 
Providence Business News about risk
management and insurance trends and
how they are tied to the economy.

PBN: What interesting trends are
you seeing now in the risk management
and insurance fields?

AUSTIN: The good news right now,
especially for businesses, is that insur-
ance is pretty plentiful – rates are soft-
ening so people can get coverage today
probably for a little less than they paid
a year ago. That’s the good news.

The challenge that businesses have
is not to get caught up in the pricing of
an insurance program. But they should
be making sure they still fully under-
stand any changes in exposure …that
they have the appropriate insurance in
place. People can sometimes get so
caught up in looking at the price that
they forget about the risk itself. So,
while there is good news, the challenge
is making sure you’re still aware of
what you need this for.

PBN: Do the economy and the fore-
closure crisis relate back to business
insurance and commercial developers?

AUSTIN: The economy – if it’s cool-
ing down on the sale of homes – obvi-
ously it’s also going to have a tremen-
dous effect on the ability to build homes
and that will have an effect on builders.
And ultimately I think that will have an
effect on insurance. Can they still afford
to maintain the insurance programs
even though their housing count, their
payrolls and their estimated receipts
are going down? To a certain extent,
insurance costs follow the exposure
basis, so if payroll goes down 10 per-
cent, your workers compensation [pre-
miums] should go down about 10 per-
cent. If you’re selling fewer homes or
doing less renovations, the cost of gen-

eral liability insurance should go down
as well.

Sometimes, what happens is people
become challenged and they look and
there are other expenses that maybe
they can’t manage as well so they take
deeper cuts in insurance by dropping
coverage, reducing limits. In some
ways, their overall exposure stays the
same, but now they’ve assumed more
risk than they did before because the
overall insurance program doesn’t real-
ly mirror the exposure. 

PBN: How would Austin & Stanovich
assess such risk?

AUSTIN: We’ve
seen a spike lately,
in that we’re doing
more audit-type
work, looking at
business insur-
ance programs
and helping peo-
ple decide, num-
ber one, whether
they’ve identified
all the obvious
risks of loss. And,
if so, does the
insurance pro-
gram follow that?
Is the insurance
program put
together on a rea-
sonable basis to provide coverage for
these types of risks? In some cases, we
find that people may have overlooked
some things and haven’t done a lot to
stay abreast of their companies. As
companies evolve, their risk profile
changes and the need for insurance –
the type and limits – can change as well.

PBN: How often does a company
need to reassess those issues?

AUSTIN: I would say it’s an ongoing
thing and that would play in nicely with
a trend that’s been emerging for six or
seven years … It’s referred to as enter-
prise risk management. Enterprise risk
management is the thought that, “let’s
not just worry about the things that are
typically subject to insurance – fire,
product liability claims, things of that
nature – but let’s think in terms of what
can happen to the organization in
total.” 

So a college, as an example, might

say that they have coverage in place if
someone sued because a student fell out
of a dorm room. An enterprise risk
model would look at this and say, “Let’s
not just worry about having insurance,
let’s figure out how this happened. How
did we fail as administrators to have the
proper safeguards in place?” At the end
of the day, even though you might have
insurance to cover that one claim, a
prospective parent might come on the
site and look at things and say this is
not a very safe premises. So even
though there was coverage for that one
student falling out of a window, maybe

10 parents decid-
ed that they
would send their
kid someplace
else. So there’s a
financial risk
beyond the insur-
ance risk.

In enterprise
risk, you take
this broader view
of things. You
look at things
from a reputation
standpoint, from
a credit stand-
point, not neces-
sarily just the
insurable risk.  

PBN: Would such a sys-
tem be more costly for a
client?

AUSTIN: No, in theory it
should reduce their cost
because they have a broad-
er view of things. 

Using the example of
the school again – let’s say
that a student sues the col-
lege for $100,000 and they
have insurance for it. It
was fortuitous, it wasn’t
planned, it wasn’t expect-
ed and the college has cov-
erage for it. But let’s say
there are ultimately 10 stu-
dents who don’t go to
school there because the
parents say it’s not well-
run … Well, at $30,000 a
year, a four-year student
would have brought in

$120,000. If you have 10 families that
have opted out, now there’s lost revenue
of $1.2 million. 

And this is one of the fundamentals
of enterprise risk. It’s: let’s take a look
at our reputation. If our consumer los-
es faith in us as an institution, what
does that mean? Because we did not
have the proper safeguard in place, we
had the prospect of losing 10 students.

PBN: Are consulting firms usually
dealing with this or are businesses
starting to do it in-house?

AUSTIN: Both ■
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WILLIAM K. AUSTIN, principal at 
Austin & Stanovich Insurance, 

in his Providence office.

As companies
evolve, their 
risk profile

changes and 
the need for
insurance …
can change 

as well.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 524288
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
    /AppleGothic
    /AquaKana
    /AquaKana-Bold
    /GeezaPro
    /GeezaPro-Bold
    /Geneva
    /HiraKakuPro-W3
    /HiraKakuPro-W6
    /HiraKakuStd-W8
    /HiraMaruPro-W4
    /HiraMinPro-W3
    /HiraMinPro-W6
    /LiGothicMed
    /LiHeiPro
    /LucidaGrande
    /LucidaGrande-Bold
    /Monaco
    /Osaka
    /Osaka-Mono
    /SIL-Hei-Med-Jian
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Average
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Average
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Average
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

>> setdistillerparams
<<
  /HWResolution [2540 2540]
  /PageSize [792.000 1224.000]
>> setpagedevice


