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International Household Goods
Insurance - A Sea Of Change On The
Horizon
International Household Goods in
Transit and Storage insurance coverage
has, since the advent of the relocation
industry, been the sole property and
casualty insurance offering to thoroughly
penetrate the relocation industry. It
is without exception the insurance
programme that to this point has engaged
the most awareness and resources, and by
extension drives the most revenue in the
global mobility sector.
Recently, a preponderance of persuasive
facts and influential forces have emerged
that will challenge the primacy of
household goods insurance and all
those involved in its deployment and
distribution.
The convergence of these socioeconomic factors will give rise to a
momentous market shift, and signal the
emergence of an entirely new spectrum
of risk exposures and risk management
solutions, stakeholders and participants,
and workflows and procedures.

socialism, population density, cultural
considerations and consumer preferences
give rise to a real estate landscape largely
bereft of standalone, single family
dwellings in Asia and Latin America.
Bearing this in mind, it is not surprising
that Brookfield’s 2012 Global Relocation
Trends Report identifies China, Brazil,
India and Russia as the leading emerging
and/or challenging locations for
programme managers.
The bottom line is that assignees bound
for emerging markets from industrialised
western nations must necessarily scale down
their living space while on assignment.
The destination location will be by default
less able to absorb the household goods
from their country of origin. Conversely,
assignees from emerging markets with
few if any household furnishings and no
predilection for sprawling detached single
family dwellings will not be filling overseas
shipping containers with household goods
pre-departure.

1) Globalisation of Business

2) Contracting Assignment
Durations

The unabated expansion of global
business means that increasing numbers of
emerging market locations are registering
on surveys and in reports at both
assignment destinations and origins.
In bygone years where northern
hemisphere and western block capitalist
industrialised economies dominated both
categories, it would not be uncommon
for an assignee's household to occupy a
detached single family dwelling on both
ends of the transfer. Accordingly, the
concept of emptying the contents of one
dwelling into another of comparable size
was a reasonable proposition.
As emerging markets play a larger role in
a widening spectrum of global locations,
programme managers have been compelled
to rethink strategy as these assumptions are
exposed to new realities.
One enduring legacy of socialism in
the Eastern block is a general absence
of sprawling standalone single-family
dwellings the likes of which are common
in suburbanised North America and
parts of Western Europe. Meanwhile,

Simply put, the shorter the assignment the
less resources are being allotted to manage
it, as evidenced by a 2006 report entitled
Measuring the Value of International
Assignments, in which PWC highlights
the steeply sloped relationship between
assignees length of stay and allowances.
Recently, Mercer’s 2013 Worldwide
International Assignments Policies and
Practices Report reveals that the duration
of long-term assignments is trending
down. Where not so long ago long-term
assignments neared the five-year mark,
Mercer reports that the average duration
of a long-term assignment now comes in
at under three years.
The time, energy and resources required
to co-ordinate the logistics of transiting
insured household goods around the
globe are significant. When plotted
against a two-year time horizon verses a
five-year period, they may begin to look
impractical if not prohibitive.
Meanwhile, a PWC report in 2010
entitled Talent Mobility 2020 clearly

indicates a trend that short-term
assignments are averaging thirteen months
on a global basis, whilst the average age of
short-term assignees tends to be younger.

3) Assignee Demographics
The emerging assignee profile is one that
doesn’t own a home, wants to work overseas
and will likely occupy a multi-family
property whether on assignment or not.
As the Baby Boomers leave the
workforce and Gen-X-ers and Millennials
begin to comprise a material proportion
of the ranks of internationally mobile
employees, they introduce an entirely
unique set of values and circumstances
that will bear a measurable impact on
the shipment and storage of transferees'
personal property.
From 2006 through 2011, in the USA,
where homeownership is inseparable
from the ‘national dream’ identity, US
Census Bureau Data indicates that 25to 34-year-olds represented the largest
decline in homeownership compared
with any other age band. For households
headed by the very same age bracket,
renters increased by more than a million
from 2006 to 2011, while the number
who own fell nearly 1.4 million.
This is the very generation that has
been interchangeably and perhaps
uncharitably branded the Boomerang and
Peter Pan generation for their propensity
to move back home and live in their
parents’ basement post graduation as they
embark on their early professional careers.
Whether this phenomenon is a result of
their complex Gen Y values, or they are
victims of the economic environment,
it’s not unreasonable to conclude that
they will be far less inclined and disposed
to be loading grandfather clocks, baby
grand pianos and dining room buffets
into containerised ocean-going shipments
should they be dispatched on foreign
assignment.
And on assignment they will go;
Brookfield’s Global Relocation Trends
2012 Survey Report, in its analysis of
assignee demographics highlights an
“important increase…. a marked jump in
Winter International HR Adviser

27

28

Insurance
assignees aged 20-29 years-old“.
Moreover, PWC’s aforementioned
2010 report indicates that 80% of
millennials want to work abroad and a
similar percentage seek to use a foreign
language and believe they will work more
internationally than their parents over the
course of their careers.
Poignantly, Graebel’s 2103 Special
Report on Apartments and Emerging
Markets signals an imminent spike in
demand for multi-family properties,
driven globally by emerging market
consumers, as well as millennials who have
accumulated sufficient wealth over recent
years while sharing accommodations with
parents or roommates.

4) Recession Economics and
Fundamental Cost Analytics
The modern relocation industry was
born against the backdrop of fervent
expansion into emerging markets
fuelled by a soaring demand for oil,
other lucrative natural resources, and
inexpensive labour. Accordingly, HR
mobility specialists, neither expected
nor equipped to deftly wield financial
metrics went about facilitating the global
strategic objectives as dictated by the
executive ranks.
The recent contraction of the global
economy however, meant that for the
first time mobility programme managers
were being called upon as never before
to deploy financial analytics, embrace
comprehensive procurement procedures
and quantify ROI for the benefit of their
corporate overseers.
In the interim, these very economic
factors spawned a niche corporate
furnished housing and serviced
apartments industry (see point 5) that
presented a novel price point comparable
to analyse and explore.
From a household goods in transit and
storage perspective, the upshot of these
new options, and the increased scrutiny
and enhanced operational discipline,
meant simply that corporates needed to
ask for the first time whether the cost
of transit and insurance coverage for an
assignee’s household goods approached
or exceeded the additional marginal
cost of rental furnishings in the host
destination, plus the additional cost of
storing all their household goods in the
country of origin.
In many cases, the results supported a
revised treatment of the household goods
challenge.
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5) Maturation of the
Furnished Accommodation/
Serviced Apartment Market
As corporates slashed conspicuous
business travel budgets without mercy
in response to the global economic
downturn, hotels redeployed unused
capacity into long-term executive suites
offerings that evolved from a reactionary
interim tactic to an influential permanent
market offering.
Meanwhile, the unprecedented
and prolonged period of low interest
rates during the aforementioned
global economic contraction, among
other things, fostered the recessiondefying condo boom. Innumerable and
ubiquitous construction cranes pepper
the skyline of every major urban centre
around the globe. The competitive price
pressure exerted by this overabundance
of supply was cleverly exploited and
capitalised on by a burgeoning corporate
furnished executive housing sector.
In its Global Serviced Apartments
Industry Report 2013-14, The Apartment
Service notes:
“Demand for serviced apartments
has grown dramatically in the last 10
years, fuelled by gradually improving
product knowledge, understanding of the
benefits of serviced apartments amongst
corporates, improving standards of
apartment and the arrival of major brands
into the sector. The gradual easing of
the impact of the worldwide recession is
illustrated by improving occupancy figures
– up year-on-year for 65% of operators
during 2012 - 94% of operators report
that demand for serviced apartments in
their regions is increasing.”
Bottom line: there is a new viable and
attractive option that requires assignees to
take with them only their toothbrush and
personal effects.

Conclusion
Traditional providers of insurance
capacity in the relocation sector have
already begun to make adjustments in
anticipation of the market shift.
Insurance brokerages that have until
recently exclusively serviced the removals
industry with traditional marine cargo
offerings have begun the process of
diversifying their books of business.
Providers have initiated the process of
shifting some attention and resources to
the professional/commercial and even the
expanding self-storage sector in efforts to
harness the increased storage demands,

as well as the flipside potential of the
demographic landscape: retiring, emptynest Boomers down-sizing their permanent
living space and passing increasing amounts
of time in warmer climates.
Under an extended period of soft market
conditions and fierce market competition,
insurance carriers supported rates cut near
to the bone as a means of protecting and
growing market share. Now, where once
deployed only rarely and exceptionally,
for the first time the market has begun to
see insurance carriers routinely bundling
coverages previously sold on a standalone
basis in efforts to generate additional
revenue streams and engender continuity
with assignees throughout an assignment
and potentially through to repatriation or
reassignment.
For years the risk and insurance
solutions presented to the fledgling
global relocation market were ahead of
the conceptual curve. In many instances
solutions were being presented to clients
who hadn’t yet appreciated they had an
unsolved problem. With the passing of
time, it is heartening for providers to
observe the long-awaited emergence of a
widespread and profound awareness with
respect to risk management at both the
corporate and assignee household level.
Ironically, and in some cases tragically,
the New Normal solutions sought by
the consumer have leap-frogged the
capabilities of providers, doggedly
adhering to their early vision.
On the buy side of the equation, the early
years of corporate relocation practices with
respect to household goods insurance were
characterised by onerous administration,
an endless loop of defining, deploying and
revising comprehensive guidelines and
procedures, alongside complex vendor
management challenges.
As the market matures and evolves,
corporate sponsors have flocked to adopt
simpler, more streamlined spending
account responses to the management of
household goods property risks.
Moreover, the hard lessons learned, and
bitter aftertastes left in the aftermath of
the mass evacuations during the Japanese
tsunami, the Fukushima nuclear crisis,
and the Arab Spring uprising in North
Africa in particular, will doubtless leave
many questioning the sensibility and
appeal of overseas household goods
shipments. Even where policies responded
as anticipated, third party administrators
performed flawlessly, and goodwill
among all parties abounded, the practical
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applications of comprehensive programmes
failed to align with conceptual designs.
As is the case in any market, certain
players will remain un-swayed in the face
of new realities.
Shortsighted financial services
providers who merely dabble in mobility
will stay inextricably wed to outmoded
perceptions, processes and partners, and
in doing so inconvenience or alienate
their client base.
An ever-narrowing band of elite
assignees will demand that their entire
inventory of personal belongings travel
with them wherever they go, and in turn
give rise to an ultra niche market sector.
Forward-thinking innovators however,
will emerge. Their refreshed perspective,
focused approach and thorough
understanding of the pivotal issues
will give rise to newly defined offerings
better suited to the New Normal.
The new solutions will ideally reflect
contemporary demographic values,
integrate progress in parallel markets
such as cloud computing, software
as a service solutions and alternative
risk finance mechanisms, and most
importantly engage front-line providers,
bona fide mobility experts in product
and service definition.
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You are cordially invited to

The 2014

Corporate Relocation Conference
& Exhibition
on

Monday 3rd February 2014
10.00am - 5.00pm
at

Hotel Russell, 1-8 Russell Square,
Bloomsbury, London, WC1B 5BE

This event is FREE TO ATTEND

Come along and meet our exhibitors who have
products and services that support
International HR Professionals and their
expatriate assignees.
There are also free seminars running
throughout the day.
You will need to pre-register for the seminars as
places are limited so please email
helen@internationalhradviser.com
For further information on this event
please call Helen Elliott
on 020 8661 0186
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