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(57) ABSTRACT

Provided are systems, methods and techniques for insuring
decisions within an organization. In representative imple
mentations, project insurance is provided to an individual
working on a project for an organization. The project insur
ance has (i) a payout event that is defined as a failure of the
project to meet a specified criterion pertaining to success of
the project and (ii) an associated payout benefit. The payout
benefit is provided to the individual under the project
insurance in the event that the payout event occurs.
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INSURING DECISIONS WITHIN AN
ORGANIZATION

FIELD OF THE INVENTION

[0001] The present invention generally pertains to
employee compensation techniques and is particularly appli
cable to techniques for adjusting employee risk in order to
align the employee's interests more closely with that of the
employer.

BACKGROUND

[0002] In many cases, an employee's interests diverge
from those of his or her employer. Various compensation
schemes have been attempted in order to address this
divergence and to bring the interests of employee and
employer more in line. However, each such scheme has its
own deficiencies, and none adequately solves certain prob
lems addressed by the present invention.

BRIEF DESCRIPTION OF THE DRAWINGS

[0003] FIG. 1 is a block diagram illustrating coverage
under a project insurance program according to a represen
tative embodiment of the present invention.

[0004] FIG. 2 is a flow diagram for explaining a method
of implementing project insurance according to a represen
tative embodiment of the present invention.

[0005] FIG. 3 is a block diagram illustrating certain
examples of how additional oversight employed in connec
tion with project insurance is performed according to a
representative embodiment of the invention.

[0006] FIG. 4 is a block diagram illustrating relationships
between the project insurance program and other entities
within the organization, from an overall organizational per
spective, according to a representative embodiment of the
present invention.

DESCRIPTION OF THE PREFERRED
EMBODIMENT(S)

[0007] The present invention is directed to systems, meth
ods, techniques and structures by which an employer may
more closely align its employees' interests with its own,
particularly where the employees' attitudes toward risks are
involved. For example, when faced with a decision whether
to implement a safe project or a risky one, a manager might
well choose the safe one even if that manager believes the
riskier one has a higher potential expected benefit to the
company which more than offsets the additional risk. Such
a choice might be made, for example, because the manager
is unwilling to risk the negative effects on his or her
compensation, or the other negative professional effects, that
might arise if the project fails. The alignment of interests
between employee and employer in this regard often can
lead to a more satisfied and fulfilled workforce, because the
employees become more willing to undertake projects in
which they believe while simultaneously having available an
option to reduce their personal risk exposures. Higher
worker morale and corresponding increases in productivity
typically should result.

[0008] Also, in many instances the individual manager or
other employee often is not able to accurately gauge risks
and expected returns in a realistic manner. This inability
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similarly might be influenced to some extent by the indi
vidual's own interests. In any event, the systems and struc
tures of the present invention often can elicit better infor
mation in this regard.

[0009] Finally, the systems, methods, techniques and
structures provided by the present invention often provide
additional benefits for an employer. Examples include: bet
ter information about the amount and type of risk associated
with individual projects, increased ability to control its risks
and to make informed decisions regarding individual
projects, and enhanced assessments of its employees. More
over, implementation of a project insurance program in
accordance with the present invention can in certain cases
result in a paradigm shift toward more realistic attitudes
regarding project risk and toward more outcome-based
performance evaluations that independently can provide a
net benefit to the company.

[0010] In this regard, organizations often face a problem
of risk aversion on the part of decision-makers and other
employees, particularly when compensation is tied to indi
vidual performance. This results in people making more
conservative choices even when those choices result in a
lower expected return to the organization than could be
achieved if riskier decisions were made. The present inven
tion provides an insurance mechanism, compensating man
agers and employees for failed outcomes. In addition, the
present invention provides techniques to address the poten
tial moral hazard that this kind of insurance otherwise would
generate.

[0011] A properly designed decision-insurance mecha
nism can be readily implemented within organizations so as
to increase the likelihood that managers will behave in the
best interests of the enterprise, even when they are risk
averse. In addition, representative embodiments the present
invention use the social network of the manager or other
employee to help reduce the moral hazard inherent that
otherwise might be inherent in connection with such insur
ance. Preferably, this is accomplished by automatically
identifying the community of practice around a given man
ager or other employee from patterns of e-mail exchanges
within the organization. From this community of practice, a
monitoring group preferably is established.

[0012] It should be noted that the present invention is
particularly applicable to managers, but also is applicable to
any other employees, particularly those who are compen
sated and/or evaluated based on their performance or, more
accurately, the results of their performance. Thus, whenever
the term "manager" is used herein, it should be understood
that such use is exemplary only, and the same considerations
and concepts apply to other types of employees within the
organization as well.

Project Insurance Implementation

[0013] FIG. 1 is a block diagram illustrating coverage
within an organization 5 under a project insurance program
10 according to a representative embodiment of the present
invention. In the preferred embodiments of the present
invention, an organization 5 creates and maintains a separate
project insurance program 10 that provides insurance to its
employees (e.g., employees 22-24) to cover risks ofworking
on projects that are perceived to be risky (e.g., projects 12,
13 and 18). It is noted that in alternate embodiments, the
project insurance program 10 is run by an entity that is
distinct from organization 5.
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[0014] More specifically, FIG. 1 depicts a number of
projects 12, 13 and 16-18 undertaken by the organization 5
(the employer). Each project 12,13 and 16-18 has a number
of employees that are assigned to work on it, with the
employees assigned to each project indicated by the plain
solid lines in FIG. 1. For example, project 12 has employees
22,30 and 35-39 assigned to it. As noted above, some of the
organization's employees are covered by insurance provided
by project insurance program 10. In FIG. 1, these covered
employees are designated by solid arrow lines from project
insurance program 10 to them and include, e.g., employees
22-24.

[0015] However, as indicated in FIG. 1, not all employees
are covered by the insurance (e.g., employees 27 and 28 are
not) and not all projects have employees assigned to them
that are covered. Rather, as discussed in more detail below,
the insurance preferably is provided only for the riskier
programs and only at the request or option of the individual
employees.

[0016] Thus, in the example shown in FIG. 1 only about
half of the employees associated with project 12 are covered
by project insurance, all of the employees associated with
project 13 are, only one associated with project 18 is, and
none associated with project 16 or 17 is. As coverage
preferably is optional, this might indicate: (i) that the
employees consider the projects to have different levels of
riskiness, (ii) that certain projects have more risk-averse
employees working on them, or (iii) some combination of
these situations. One significant advantage of the present
invention is that the project insurance program 10 preferably
is made flexible enough to accommodate a wide variety of
different situations and different individual employees.

[0017] It should be noted that in alternate embodiments of
the invention, the project insurance is mandatory to some
extent. For example, in one embodiment all employees are
required to be covered. In another, all employees assigned to
the riskier projects are required to be covered.

[0018] In certain cases, a single employee 30 is assigned
to two or more different projects 12 and 16. In such a case,
the present invention provides for the possibility that the
employee 30 is provided with insurance coverage with
respect to his or her participation in one project 12 but not
the other 16.

[0019] In the preferred embodiment of the invention, the
project insurance program 10 is operated directly by the
company 5. Moreover, as discussed in more detail below, the
project insurance program 10 preferably is operated on a
profit-maximization basis, evaluating risks, assessing insur
ance premiums and paying out proceeds in as efficient a
manner as possible so as to become a profit center for the
operation 5.

[0020] FIG. 2 is a flow diagram for explaining a method
of implementing project insurance according to a represen
tative embodiment of the present invention. In FIG. 2, the
solid arrow lines indicate the flow of the process, while the
broken arrow lines indicate flows of information.

[0021] Initially, in step 52 insurance requests are received
from various employees of the employer/organization 5.
Typically, with respect to a particular project, such a request
initially is received from a project manager who becomes
aware of an opportunity to pursue a potential project that he
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or she believes has a high expected return for the company
5. However, due to the personal risk to the manager, in terms
of lost actual or potential compensation (e.g., because the
manager has an incentivized results-based compensation
plan) and/or due to other non-monetary professional con
siderations, the manager is reluctant to pursue the potential
project. In addition, or instead, the initial requests for project
insurance might come from other employees who are con
sidering working on the potential project or who are
requested to work on the project, but who believe that their
personal risk would be too high without such insurance.

[0022] It is noted that requests for project insurance in this
step 5 may occur at any point during the life of the project,
from initial conception until the later stages of the project,
whenever a manager or other employee is considering
participating in the project. In addition, in certain embodi
ments of the invention employees are permitted to request
and/or obtain project insurance according to the present
invention even after they have begun working on the project,
e.g., when other opportunities for an employee arise within
the company and the employee is required to make a choice
to stay on the existing project or transfer to another.

[0023] Typically, however, project insurance according to
the present invention only will be available or sought for
projects that are considered to be fairly risky. Accordingly,
while such insurance might be requested in the earlier stages
of a project, as the project becomes more mature and the
associated risk declines, the need for project insurance with
respect to it will decline correspondingly.

[0024] It should be noted that in the present embodiment
project insurance is available only upon request from an
employee. This provides maximum flexibility with respect
to individual employees. For example, different employees
have different levels of risk aversion and might have differ
ent compensation packages with differing relative portions
based upon individual results. Therefore, when presented
with the same opportunity, different employees often will
respond differently. By providing employees the opportu
nity, but not the requirement, to obtain such insurance, it is
believed that individual personalities and situations are
accommodated to the greatest extent possible. However, in
other embodiments the organization 5 has the option to
initially propose such insurance to the employee. In still
further embodiments, the organization 5 makes such insur
ance mandatory, at least with respect to certain designated
projects.

[0025] One consideration that potentially favors manda
tory insurance is the well-known problem of adverse selec
tion. In the insurance context, this problem arises in situa
tions where there is asymmetric information, typically
meaning that the potential insureds have more knowledge
than the insurance provider. By providing a single rate to all
prospective insureds (or by not adequately differentiating),
the potential insureds who will benefit most by acquiring
insurance will be more likely to seek it, often driving up
costs for the insurance provider and eventually resulting in
higher premiums. The increase in premiums often leads
more individuals to conclude that the insurance is not
worthwhile and, therefore, to drop it. The two most common
solutions for addressing this problem are to make insurance
mandatory, in which case risk is spread across the entire
population, or to price the insurance differently based on
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appropriate characteristics of the prospective insureds.
Unfortunately, the former approach eliminates a significant
amount of flexibility. The latter approach is discussed in
more detail below.

[0026] As will become apparent throughout this disclo
sure, in addition to operating as an insurance entity, program
10 preferably also serves a function of providing informa
tion to senior management. One example is the provision 53
to senior management of information regarding the requests
for project insurance made by employees.

[0027] This information preferably then is assessed by
senior management in determining the actual amount of risk
associated with proposed projects. Although a lower-level
manager typically will present some estimate of the risk
associated with a project, the manager might be biased or
simply incorrect in his or her assessment. For example, a
manager might become strongly attached to a potential
project, clouding his or her judgment and causing him or her
to underestimate the actual risks, or to overestimate the
potential benefits of the project. In such a situation, a
company's senior management traditionally would have had
little choice but to rely upon the opinion of the manager
proposing the project, as the manager usually is the person
most familiar with the details pertaining to the project.

[0028] However, in accordance with the present invention,
the number of requests for project insurance often will
provide additional information about the riskiness of the
project. For example, if a large number of requests for
project insurance come from employees who have been
asked to participate in the proposed project, senior manage
ment might determine that others in the company, who also
are very familiar with the details ofthe project, have reached
the conclusion that the project is riskier than the manager has
estimated. Based on such information, senior management
might decide to investigate further and, ultimately, eventu
ally decide to override the manager's judgment, or at least
alter internal projections in accordance with the new insur
ance-related information.

[0029] In certain embodiments of the invention, the
employee may request or obtain different levels of insur
ance, each requiring a different premium and transferring a
different amount of risk from the individual employee to the
insurance program 10. As a result, the employee is provided
with enhanced flexibility in designing his or her own risk
profile.

[0030] Next, in step 55 a determination is made as to
whether or not to issue the requested project insurance. In
certain embodiments of the invention, project insurance is
provided for any employee working on a project that is
deemed sufficiently risky. In others, the decision to provide
insurance is made on an individual basis. For example, in
one embodiment insurance is only provided if a sufficient
number of employees on the project request it. In another,
insurance is declined if the employee's past history indicates
a pattern of free riding or otherwise suggests that the
modified incentives resulting from the provision of project
insurance are not appropriate for that requesting employee.
Also, in certain circumstances executive management might
instruct 57 that the project is not going forward or that
insurance is not to be provided for this particular project
(e.g., in either case based on information provided to it by
the project insurance program 10).
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[0031] In step 59, the project insurance program 10 estab
lishes the premium, proceeds and payout events for the
requested insurance. It is noted that in the preferred embodi
ments of the invention the premium for the project insurance
is deducted from the insurance proceeds or from the addi
tional compensation paid to the employee in the event that
the project is successful. However, in alternate embodi
ments, the premium is paid upfront by the employee.

[0032] Preferably, both the premium amount and the pay
out proceeds are based on characteristics of the project (e.g.,
riskiness) and data pertaining to the requesting employee
(e.g., past history, current and/or anticipated future compen
sation, including base salary and/or bonus). Generally
speaking, all things being equal, a riskier project will require
a higher premium to compensate for the likelihood that a
payout will have to be made. As to the requesting employee,
a number of factors preferably are taken into consideration.

[0033] The first employee-related factor arises out of the
potential problem of adverse selection, mentioned above. In
the present context, one possibility is that managers or other
employees who do not have a high degree of confidence in
the proposed project will be more likely to seek project
insurance under program 10. Even this generally is only a
problem to the extent that such employees have better
information than the insurance program 10, which would
result in the program 10 underestimating the likelihood of
failure and ending up having to payout more than it
anticipated.

[0034] One potential solution to this problem is to set the
premiums and the payout amounts at levels such that the
employee could not be better off if the project failed and he
or she were to receive the insurance proceeds than if he or
she worked on a different (e.g., safer) project. Such a
solution also would tend to address the moral hazard prob
lem (discussed in more detail below) by giving the employee
the maximum incentive to work hard to ensure that they
project succeeded, if he or she in fact elected to work on it.
For such a solution to work, however, the organization 5
generally would need to ensure that the subject employee
actually has a meaningful choice about whether or not to
work on the project. A second way to address this problem
is to obtain sufficient information to price the premiums
appropriately to the actual risk level of the project. With
respect to this solution, as noted above, the number or
percentage of employees seeking insurance in connection
with the project preferably is considered in determining how
risky the project really is.

[0035] Another aspect of the moral hazard problem is that
the lazier or less competent employees might be more
inclined to seek opportunities in which their performance
level is not as great a factor in their overall compensation,
including seeking project insurance, which effectively
insures against failure. To address this problem, the employ
ee's premium preferably is based on the specific track record
of the requesting employee. In addition, the moral hazard
protections described below generally will tend to mitigate
this problem to some extent.

[0036] Beyond adverse selection problems, the specific
compensation package of the individual employee (e.g.,
both base salary and bonus, together with anticipated
increases in each if the employee instead were to work on a
safe project) preferably is considered when setting the
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employee's premium. In this regard, assuming that the
project is in fact worthwhile from a risk/benefit assessment,
then the premium and payout amounts should be set such
that the amount of risk to the employee is reduced to an
acceptable level that would encourage the employee to work
on the riskier project. For example, assume that an employee
can expect a year-end bonus if he or she works on a safe
project of$5,000 and, ifhe or she works on a risky projects,
either 0 (if the project is unsuccessful) or $20,000 if the
project is successful. In such a case, the net payout to the
employee in the event of failure (i.e., actual insurance
proceeds less insurance premium) might be set at $3,000
4,000, so that the employee has some potential net loss in the
event the project fails, with the net benefit if the project
succeeds being the $20,000 bonus, less the amount of the
insurance premium required to be paid by the employee.

[0037] Another factor in setting the amounts of the pre
mium and the insurance proceeds is that insurance program
10 preferably is charged with maximizing its own profit.
Accordingly, the program 10 preferably has some motiva
tion to assess premiums accurately to reflect the true risk of
the project's failure.

[0038] Needless to say, in many situations some of the
foregoing factors will conflict with each other to some
extent. However, a proper balance ordinarily can be
achieved in any situation where the project is in fact
expected to provide an overall positive return, particularly if
such expectation is satisfied even after factoring in a pre
mium for the increased risk assumed by the organization 5.
One situation in which a balance might not be possible is
where the employee's compensation package is structured
such that the project does not in fact make financial sense for
the employee to undertake, even if one assumes a purely
risk-neutral approach. That is, even if the project provides a
net expected benefit for the organization 5, if for some
reason the employee does not adequately share in the
expected benefits in the event the project is a success (e.g.,
so that the expected benefit to the employee actually is
higher with the safer project), then it generally will not be
possible both to provide adequate employee incentives
through insurance and to operate product insurance program
10 in a profit-maximizing manner. In such a case, the
organization 5 might want to reevaluate the incentives
provided in the employee's compensation package or, as
discussed in more detail below, provide separate cash trans
fers to program 10 to subsidize the insurance.

[0039] The final determination in this step 59 is when to
payout of the insurance proceeds. In certain embodiments,
there will be only a single payout event with a single
triggering criterion (which potentially has multiple different
aspects). However, in other embodiments multiple payout
events are accommodated. For example, a risky project
might last for several years before results can start to be
seen. In the meantime, if the employee's compensation
package has a significant results-based component, then the
employee might be foregoing raises and/or bonuses for an
extended period of time if the insurance requires the
employee to wait until success or failure of the project can
be determined with any degree of certainty. To address this
problem, in certain embodiments the insurance provides for
periodic payments under specified conditions, e.g., the
project is still ongoing, the employee is still working on it a
specified minimum percentage of his or her time and the
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employee's efforts on the project are judged to be adequate,
with a final payment when the main success criterion can be
properly evaluated.

[0040] The primary event for releasing the insurance pro
ceeds with respect to such project insurance preferably is
that the project fails to satisfy a specified commercial
success criterion. In this regard, commercial success pref
erably is defined in a number of different ways in the various
embodiments of the present invention and/or in various
instances of the insurance in any given embodiment. For
example, in one instance the commercial success criterion is
that the project earns a specified amount of profit by a
specified date. In another instance, the criterion is that the
project creates a specified amount of positive publicity for
the organization 5. In another instance, the criterion is that
the project results in a minimum sales volume by a specified
date. In a still further instance, any combination of the
foregoing factors constitutes the commercial success crite
rion. Finally, it should be noted that in certain embodiments
of the invention, and/or different instances of the insurance
within a given embodiment, different commercial success
criteria are defined, with a different payout amount for each
one. As noted above, the payout amounts preferably are tied
to the employee's compensation structure so as to provide
adequate incentives, both in terms of risk reduction to
encourage the employee to initially decide to work on the
project and also in terms ofmotivating the employee to work
hard on the project in an effort to achieve its success.

[0041] In certain instances of the project insurance here
under, one aspect of the payout event is that the failure ofthe
project was not related in any substantial manner to the
employee's own lack ofeffort. A determination in this regard
preferably is based at least in part on the additional oversight
discussed below. In alternate embodiments, the payout
amount is reduced if justified by the employee's lack of
effort.

[0042] Finally, the payout proceeds of the project insur
ance hereunder is fixed in certain embodiments of the
invention. In other embodiments, it is based on (e.g., a
percentage of) the profits or other successes of other projects
(e.g., only other risky projects and/or her only other projects
in the same division) within the organization 5.

[0043] In step 60, additional oversight of the insured
employee's efforts occurs during the course of the project.
Such additional oversight generally is desirable in order to
address the potential moral hazard problem that otherwise
would arise. That is, at least some individuals likely will
change their behavior because they no longer bear the full
cost of their decisions and efforts. In the present context,
such a problem can arise in connection with the effort that
managers exert into evaluating the likelihood of given
outcomes or with the efforts of any employees working on
the project. With compensation no longer tied as closely to
the success of the project's results, there is a temptation to
work less and thus suffer only a small decrease in individual
compensation, i.e., free ride on the effort of others in the
organization 5. Even if employees do not actually follow
such a strategy, the appearance of a conflict of interest
caused by insurance could inhibit its widespread adoption,
and thus prevent the organization 5 from realizing its poten
tial for improved results from increased risk-taking.

[0044] The foregoing free-riding problem preferably is
addressed through additional oversight. In an organizational
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context, managers provide some level of performance moni
toring but, for example, might not be in a position to know
whether outcome likelihoods used to make decisions are
accurately estimated or simply determined arbitrarily in the
knowledge that the insurance mechanism will compensate
for any failures.

[0045] To improve the accuracy of decisions (and by
implication a substantial effort on the part of decision
makers), the ordinary management oversight preferably is
supplemented with additional oversight for insured manag
ers and other insured employees. More preferably, such
additional oversight takes the form of a monitoring group
made up of coworkers who are likely to be familiar with the
employee's choices and/or work product, as applicable in
the particular context. When overseeing a decision maker,
this group can also provide occasional advice to the decision
maker as to the likely outcomes of his or her decisions (e.g.,
on an anonymous basis if the group or any of its members
prefers to remain anonymous).

[0046] Preferably, each member of the monitoring group
assesses whether or not the manager or other employee is
free riding (e.g., in the context of the initial decision-making
event regarding whether to pursue the project). If at least t
out of the N members of the group detect free riding, then
upper level management preferably decides whether or not
to investigate and whether or not to impose a penalty, C, on
the decision maker or other employee. This penalty, e.g.,
takes the form of an increased premium (e.g., for the present
project or any future insurance), a reduction in the payout
proceeds, a negative impact on the employee's ordinary
compensation, and/or a negative performance evaluation.

[0047] In designing this monitoring mechanism, the insur
ance program 10 preferably selects a suitable threshold
detection value. Consider the case where the insured is free
riding. What is the chance that the provided mechanism will
detect it? If each member of the monitoring group can detect
such free riding with probability q, and assuming indepen
dent evaluations, the probability Q that this threshold is
achieved is given by the upper tail of the binomial distri
bution:

This equation gives the probability that the aggregated group
estimates that the decision maker or other employee is free
riding, thereby indicating a potential problem. On the other
hand, there is the possibility offalse positives, i.e., a member
of the monitoring group detects free riding when there is
none. Suppose this happens with probability qfalse' Then the
probability of a false positive for the group as a whole is
Qf"l~ given by the foregoing equation with qfalse instead of q.

[0048] Preferably, a high threshold is selected in order to
ensure that the formal mechanism rarely is exercised. At the
same time, it is expected that the mere existence of the
reporting system, together with the desire of the insured to
maintain his or her professional reputation with his or her
peer group, will promote dedication to delivering on the
successful outcome of the selected project. Accordingly,
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with these features/choices, monitoring groups typically will
be able to encourage correct behavior without having to act
very often.

[0049] Also, it should be noted that penalties or sanctions
need not follow directly from the insurance-related addi
tional oversight 60. Instead, in alternate embodiments the
information provided by additional oversight 60 is com
bined with other information in determining what conse
quences result.

[0050] In order to establish a group of individuals that can
monitor and verifY that the insured employee engages in
behavior that is beneficial to the enterprise, it is preferable
to identify those who have a familiarity both with the subject
employee and also with the nature of the work that he or she
engages in. Typically, those belonging to the employee's
community of practice will have such familiarity. Accord
ingly, one strategy is to determine those communities of
practice from the social network inside of organization 5.
Such a monitoring group sometimes is referred to as a peer
group of the insured individual. Members of the peer group
preferably also have a familiarity with the particular project
with respect to which insurance is being provided.

[0051] Preferably, e-mail communication patterns are
used identifY the employee's social network, from which is
selected the group that provides oversight 60. One of the
conventional techniques for analyzing e-mail patterns within
an enterprise (without analyzing the contents of the mes
sages) preferably is used for this purpose.

[0052] FIG. 3 is a block diagram illustrating certain
examples of how the additional oversight employed in
connection with the present project insurance is performed
in accordance with a representative embodiment of the
invention. In particular, FIG. 3 shows how the activities of
two insured employees 24 and 39 are overseen in the present
embodiment of the invention. First, the ordinary oversight
by management 85 that otherwise would apply, even without
the project insurance of the present invention, is maintained
for both of employees 24 and 39 when such insurance is
provided.

[0053] In addition, a separate oversight entity 87 provided
by and/or under the control of project insurance program 10
also is used with respect to employee 24. Entity 87 prefer
ably is the peer group for employee 24, as described above.
It is noted that in certain embodiments of the invention
oversight entity 87 actually consists of only a single person
rather than a group.

[0054] Employee 39, on the other hand, continues to be
overseen only by existing management 85, but with addi
tional input and/or different and/or enhanced criteria pro
vided by insurance program 10. In return, management 85
provides insurance program 10 with any reports of, and/or
information about, potential free riding. The oversight struc
ture with respect to employee 39 preferably is used for
lower-level employees and in other situations that do not
merit the establishment of a separate oversight entity 87
(e.g., where the provided insurance does not justify the costs
of a separate oversight entity 87).

[0055] Returning to FIG. 2, in the present embodiment of
the invention the information obtained from additional over
sight 60 is made available for steps 55 and 59, discussed
above. For instance, an employee who is found to have a
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substantial history of free riding preferably is declined
project insurance for future projects in step 55. Similarly, the
oversight information is used in step 59 to adjust premium
amounts and payout proceeds for future project insurance
obtained by the employee (e.g., increased premiums and/or
lower payouts for employees having some evidence of past
free riding, with the adjustments being based on the amount
of previous free riding). In either event, such information
preferably also is used, at least in certain circumstances, in
step 59 with respect to the current project. For example, as
noted above, a condition of the payout proceeds preferably
is employee compliance with specified performance stan
dards (e.g., no indication of free riding).

[0056] Still further, in the present embodiment the infor
mation obtained through the additional oversight 60 is
provided 62 to management (e.g., executive management in
the case of an insured manager). Such information prefer
ably is used for making decisions regarding current and
future projects, as well as for evaluating the insured
employee, establishing his or her compensation and making
other employment-related determinations (e.g., firings and
transfers).

[0057] Next, in step 64 a determination is made as to
whether or not the payout event defined in step 59 has
occurred. As indicated above, in certain embodiments the
event has multiple aspects to it. Preferably, at least one of
such aspects due to failure to achieve at least one defined
commercial success criterion. Another aspect preferably is
evidence of adequate efforts (e.g., no substantial amount of
free riding) by the insured on the subject project. The result
ofthis determination preferably is provided to step 55 and 59
for a valuation in connection with those steps and also is
provided 62 to executive management for use in overall
strategic planning in the organization 5.

[0058] Finally, in step 65 the insurance proceeds are paid
out if the payout event has been determined to have
occurred. As noted above, in certain embodiments of the
invention some (e.g., if there are multiple payout events and
the premium is divided among them) or all of the insurance
premium is deducted from the proceeds that otherwise
would be payable (e.g., if the premium is not paid upfront).

[0059] The embodiments described above contemplate a
cash payout. More generally, however, in the various
embodiments of the invention different types of payout
benefits are made in step 65. Such payout benefits include
any or all of cash compensation, non-cash compensation
(e.g., stock or stock options) and non-compensation benefits,
such as promotions, assignments to other projects or a larger
office. In the preferred embodiments, the available payout
benefits are flexible enough to accommodate the needs and
concerns of the employees, contractors or others who obtain
project insurance, while simultaneously attempting to
achieve the profit-maximization and other goals of the
organization.

[0060] Although steps and 64 and 65 are shown in FIG. 2
as occurring at the end of the process, as noted above, the
present invention also contemplates intermediate payments
during the life of the project (i.e., while oversight 60 is
ongoing). More generally, in certain embodiments of the
invention steps 64 and 65 are repeated multiple times
throughout the course of the project.

[0061] FIG. 4 is a block diagram illustrating relationships
between the project insurance program 10 and other entities
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within the organization 5, from an overall organizational
perspective, according to a representative embodiment of
the present invention. As noted above, project insurance
program 10 preferably operates on a profit-maximizing
basis. Thus, program 10 evaluates the set of available
projects 91-93 that are being undertaken or are contemplated
to be undertaken by the organization 5, setting the premiums
and payout proceeds in a manner so as to attempt to generate
a net profit. In short, for each instance of insurance provided,
preferably

N

P?OH+ l...Pr(PE;)*PP;,
i=l

where P is the premium amount, OH is the portion of the
overhead of program 10 that is attributable to present
insurance (although in certain embodiments the overhead is
partially or completely subsidized by the overall organiza
tion 5), Pr(PEJ is the probability of payout event i, PPi is the
payout proceeds for payout event i, and there are N possible
payout events. Thus, the program 10 expects that it will
payout proceeds for some of the projects (e.g., projects 91
and 92) for a net outflow, with the further expectation that
it will receive premiums sufficient from the successful
projects (e.g., project 93) that will more than offset such net
outflow. Although some individual employees will find the
risk associated with a given project to be unacceptable, the
project insurance program 10 is better able to diversifY away
the risk from any individual project.

[0062] As noted above, in certain circumstances it will not
be possible to provide insurance that both provides the
correct incentives to the employee and also satisfies the
foregoing minimum premium amount. Such a situation
probably indicates that the employee's compensation pack
age is not providing the correct incentives and therefore
points to the need to consider revising it. However, if the
organization 5 decides not to revise the employee's com
pensation package, or is unable to do it in a timely fashion,
then with respect to the specific insurance that is then
contemplated, organization 5 preferably provides cash
incentives to program 10 to provide such insurance. These
cash transfers should be feasible because the situation would
tend to indicate that, based solely on the employee's general
compensation package, the organization 5 is retaining a
disproportionate amount of the profits from a successful
risky project or, conversely, is overpaying the employee for
successful non-risky projects.

[0063] Another significant benefit of establishing a project
insurance program 10 according to the present invention, as
indicated above, is the additional information that it spawns.
As such, the project insurance program 10 preferably is an
integral part of the overall management of the organization
5, providing valuable feedback for use in making strategic
decisions. For instance, one of the main functions of pro
gram 10 is to evaluate the relative risks of different projects
undertaken or proposed to be undertaken by the organization
5. Accordingly, it is uniquely situated to be one of the main
sources of risk analysis information within the organization
5.

[0064] Moreover, the overall accuracy of the risk assess
ment information generally can be easily assessed by the
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organization 5. For example, if program 10 is operating at a
profit, this generally would provide good preliminary evi
dence that it is doing a good job at evaluating risks and,
accordingly, its risk assessments generally can be trusted by
the organization 5. On the other hand, profitability might
instead suggest that a significant number of employees are
highly risk-averse and willing to pay high premiums for the
offered project insurance, which possibility also clearly
would validate the existence of program 10, but might
suggest that profitability alone is not an accurate gauge of
accuracy. Accordingly, a better indication of preferably is
obtained by looking at the underlying projections that were
used by program 10 in evaluating each individual project.

[0065] In any event, the risk information provided by
program 10 preferably is used by executive management
100 in setting overall strategies for organization 5. In this
regard, executive management 100 preferably attempts to
maintain project risk within specified boundaries and to
ensure that it is obtaining adequate additional returns for the
additional risk that it is incurring (risk premiums). In view
of these considerations and the information provided by
program 10, better decisions often can be made regarding
which projects to pursue and which to drop. Beyond overall
risk assessment, the information from program 10 preferably
is used for managing the risk profile of organization 5, e.g.,
for ensuring that the organization 5 is not overly exposed to
risk in particular areas. For example, even if the overall risk
assumed by the organization 5 is within acceptable bound
aries, a disproportionate amount of that risk might be
attributable to a single factor, e.g., a currency exchange
fluctuations. The risk assessment information provided by
program 10 preferably is used in any or all aspects of such
risk management by organization 5.

[0066] In addition to providing risk information, program
10 preferably also provides to executive management 100
other information and analysis regarding the projects that it
evaluates, and executive management 100 preferably uses
such analysis and information in its decision-making pro
cesses. In this regard, program 10 can be viewed as a more
or less independent layer of project evaluation. As such, in
certain circumstances it will obtain and generate information
and analysis that is different than other information and
analysis generated within the organization 5.

[0067] Finally, as already indicated above, in the preferred
embodiments of the invention program 10 implements
mechanisms for obtaining additional information regarding
the employees of organization 5. Such additional informa
tion preferably is provided to and then used by executive
management 100 for performing employee reviews and for
making strategic decisions in which an evaluation of its
available personnel resources it is important.

[0068] In return, executive management 100 preferably
provides other information that it has regarding the subject
projects to program 10, for program 10 to evaluate in
making its insurance-related decisions. In addition, execu
tive management 100 preferably provides direction, e.g.,
regarding which programs to insure, in what areas the
organization 5 is amenable to accepting additional risk, and
in what areas organization 5 believe that it already is over
exposed.

[0069] Thus, project insurance program 10 preferably is
an integral part of the strategic and decision-making process
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with an organization 5, both sharing information and helping
to effectuate the goals of organization 5.

System Environment.

[0070] Generally speaking, many or all ofthe methods and
techniques described herein can be practiced with the use of
a general-purpose computer system. Such a computer typi
cally will include, for example, at least some of the follow
ing components interconnected with each other, e.g., via a
common bus: one or more central processing units (CPUs),
read-only memory (ROM), random access memory (RAM),
input/output software and/or circuitry for interfacing with
other devices and for connecting to one or more networks
(which in turn, in many embodiments of the invention,
connect to the Internet or to any other networks), a display
(such as a cathode ray tube display, a liquid crystal display,
an organic light-emitting display, a polymeric light-emitting
display or any other thin-film display), other output devices
(such as one or more speakers, a headphone set and/or a
printer), one or more input devices (such as a mouse,
touchpad, tablet, touch-sensitive display or other pointing
device; a keyboard, a microphone and/or a scanner), a mass
storage unit (such as a hard disk drive), a real-time clock, a
removable storage read/write device (such as for reading
from and/or writing to RAM, a magnetic disk, a magnetic
tape, an opto-magnetic disk, an optical disk, or the like), and
a modem (which also preferably connect to the Internet or to
any other computer network via a dial-up connection). In
operation, the process steps to implement the above meth
ods, to the extent performed by such a general-purpose
computer, typically initially will be stored in mass storage
(e.g., the hard disk), are downloaded into RAM and then
executed by the CPU out of RAM.

[0071] Suitable computers for use in implementing the
present invention may be obtained from various vendors.
Various types of computers, however, may be used depend
ing upon the size and complexity of the tasks. Suitable
computers include mainframe computers, multiprocessor
computers, workstations, personal computers, and even
smaller computers such as PDAs, wireless telephones or any
other appliance or device, whether stand-alone, hard-wired
into a network or wirelessly connected to a network. In
addition, although a general-purpose computer system has
been described above, in alternate embodiments a special
purpose computer instead (or in addition) is used. In par
ticular, any of the functionality described above can be
implemented in software, hardware, firmware or any com
bination of these, with the particular implementation being
selected based on known engineering tradeoffs. In this
regard, it is noted that the functionality described above
primarily is implemented through fixed logical steps and
therefore can be accomplished through programming (e.g.,
software or firmware), an appropriate arrangement of logic
components (hardware) or any combination of the two, as is
well-known in the art.

[0072] It should be understood that the present invention
also relates to machine-readable media on which are stored
program instructions for performing the methods of this
invention. Such media include, by way of example, mag
netic disks, magnetic tape, optically readable media such as
CD ROMs and DVD ROMs, semiconductor memory such
as PCMCIA cards, etc. In each case, the medium may take
the form of a portable item such as a small disk, diskette,
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cassette, etc., or it may take the fonn of a relatively larger or
immobile item such as a hard disk drive, ROM or RAM
provided in a computer.

[0073] The foregoing description primarily emphasizes
electronic computers. However, it should be understood that
any other type of computer instead may be used, such as a
computer utilizing any combination of electronic, optical,
biological and/or chemical processing.

Additional Considerations.

[0074] In the discussion above, the focus primarily is on
shifting direct compensation-related risk associated with
certain projects away from managers and other employees
and toward an insurance program that can better diversify
such risks. Other than direct compensation effects, the
insurance program 10 according to the present invention
preferably also addresses effects that are not immediately
direct, tangible or monetary, such as the risk of that the
employee's professional reputation will suffer as a result of
working for a significant amount of time on a project that
ultimately ends in failure. In order to address these issues,
the insurance according to one representative embodiment
of the present invention includes non-monetary proceeds in
the event that the payout event occurs. Such non-monetary
proceeds preferably includes, e.g., guarantees of certain
ratings in the employee's perfonnance review. In addition,
or instead, a component of insurance obtained through
program 10 preferably includes a change in the way that the
insured employee is reviewed (e.g., a change away from
results-oriented criteria and toward criteria pertaining more
to personal perfonnance). Such change preferably automati
cally accompanies the provision of project insurance here
under.

[0075] It is noted above that in certain embodiments of the
invention the overall organization 5 provides cash transfers
to program 10. Such transfers preferably are used to facili
tate provision of insurance in circumstances where it other
wise would be difficult to provide. In addition, bonus trans
fers preferably also are given to subsidize the insurance in
recognition ofthe fact that the company is making additional
profits from projects that would not have occurred (or have
attracted the appropriate talent to become successful) but for
the provision of insurance by program 10.

[0076] In the preferred embodiments of the invention,
project insurance program and is structured so as to be
flexible from the employee's point of view. Preferably, this
means that the employee can select whether to obtain
insurance and/or even the amount of insurance to obtain.

[0077] Several different embodiments of the present
invention are described above, with each such embodiment
described as including certain features. However, it is
intended that the features described in connection with the
discussion of any single embodiment are not limited to that
embodiment but may be included and/or arranged in various
combinations in any of the other embodiments as well, as
will be understood by those skilled in the art.

[0078] Similarly, in the discussion above, functionality
sometimes is ascribed to a particular module or component.
However, functionality generally may be redistributed as
desired among any different modules or components, in
some cases completely obviating the need for a particular
component or module and/or requiring the addition of new
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components or modules. The precise distribution of func
tionality preferably is made according to known engineering
tradeoffs, with reference to the specific embodiment of the
invention, as will be understood by those skilled in the art.

[0079] Thus, although the present invention has been
described in detail with regard to the exemplary embodi
ments thereof and accompanying drawings, it should be
apparent to those skilled in the art that various adaptations
and modifications of the present invention may be accom
plished without departing from the spirit and the scope ofthe
invention. Accordingly, the invention is not limited to the
precise embodiments shown in the drawings and described
above. Rather, it is intended that all such variations not
departing from the spirit of the invention be considered as
within the scope thereof as limited solely by the claims
appended hereto.

What is claimed is:
1. A method of insuring decisions within an organization,

comprising:

(a) providing project insurance to an individual working
on a project for an organization, the project insurance
having (i) a payout event that is defined as a failure of
the project to meet a specified criterion pertaining to
success of the project and (ii) an associated payout
benefit; and

(b) providing the payout benefit to the individual under
the project insurance in the event that the payout event
occurs.

2. A method according to claim 1, wherein an amount of
the payout benefit under the project insurance depends upon
results of other projects undertaken by the organization.

3. A method according to claim 1, wherein the individual
is assessed a premium for the project insurance.

4. A method according to claim 1, wherein provision of
the project insurance triggers at least one of (i) additional
oversight of, or (ii) additional criteria pertaining to, the
individual.

5. A method according to claim 1, wherein the payout
benefit provided to the individual under the project insur
ance is determined based on at least one of (i) actual current
or (ii) anticipated future compensation of the individual.

6. A method according to claim 1, wherein provision of
the project insurance triggers a change in criteria by which
perfonnance of the individual is evaluated.

7. A method according to claim 1, wherein the individual
makes a decision whether to work on the project, and
wherein the project insurance is offered to reduce risk to the
individual as a result of said decision.

8. A method according to claim 7, further comprising a
step of using a peer group to evaluate a quality of the
decision.

9. A method according to claim 8, wherein the payout
benefit is reduced if the peer group determines that the
quality of the decision falls below a threshold decision
quality.

10. A method according to claim 8, wherein the peer
group is selected to include others that are familiar with the
individual's professional qualifications and with the project.

11. A method according to claim 8, wherein the peer group
is selected based on a level of community with the indi
vidual.
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12. A method according to claim 11, wherein selection of
the peer group includes analyzing organizational communi
cation pattems between the individual and prospective mem
bers of the peer group.

13. A method according to claim 11, wherein selection of
the peer group includes analyzing e-mail communication
patterns between the individual and prospective members of
the peer group.

14. A method according to claim 1, wherein the payout
benefit is equal to a coverage benefit less a premium for the
project insurance.

15. A method according to claim 1, wherein the individual
has a compensation package that is reduced by a premium
for the project insurance.

16. A method of insuring decisions within an organiza
tion, comprising:

(a) maintaining a project insurance program from which
individuals within an organization may obtain project
insurance covering any of a plurality of different
projects undertaken by the organization on which said
individuals participate, each said project insurance hav
ing (i) a payout event that is defined as a failure of a
corresponding project to meet a specified criterion
pertaining to success of the corresponding project and
(ii) an associated payout benefit; and

(b) providing the associated payout benefits to the indi
viduals covered under the project insurance when the
applicable payout events occur.

17. A method according to claim 16, wherein the project
insurance program assesses premiums and determines pay
out benefits in an attempt to create a net profit.

18. A method according to claim 17, wherein the organi
zation provides additional funds to the project insurance
program based on overall success rates of insured projects.

19. A method according to claim 16, wherein the project
insurance program provides for additional oversight of
efforts of the individuals who have obtained project insur
ance.

20. A method according to claim 16, wherein the project
insurance program regularly provides project risk informa
tion to the organization.

21. A method according to claim 20, wherein the project
risk information includes information regarding a number of
individuals requesting insurance for a particular project.

22. A method according to claim 16, wherein the organi
zation provides parameters regarding acceptable risk levels
to the project insurance program.

23. A method according to claim 16, wherein the payout
benefit provided to an individual under the project insurance
are determined based on at least one of (i) actual current or
(ii) anticipated future compensation of the individual.
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24. A method according to claim 16, wherein an amount
of the payout benefit under the project insurance depends
upon results of other projects undertaken by the organiza
tion.

25. An apparatus for insuring decisions within an orga
nization, comprising:

means for providing project insurance to an individual
working on a project for an organization, the project
insurance having a payout event that is defined as a
failure of the project to meet a specified criterion
pertaining to success of the project and an associated
payout benefit; and

means for providing the payout benefit to the individual
under the project insurance in the event that the payout
event occurs.

26. A computer-readable medium storing computer-ex
ecutable process steps for insuring decisions within an
organization, said process steps comprising steps of:

providing project insurance to an individual working on a
project for an organization, the project insurance hav
ing a payout event that is defined as a failure of the
project to meet a specified criterion pertaining to suc
cess of the project and an associated payout benefit; and

providing the payout benefit to the individual under the
project insurance in the event that the payout event
occurs.

27. A method of insuring decisions within an organiza
tion, comprising:

(a) maintaining a project insurance program from which
individuals within an organization who make decisions
about which projects they work on may obtain project
insurance to reduce risk to the individuals as a result of
said decisions, each said project insurance having (i) a
payout event that is defined as a failure of a corre
sponding project to meet a specified criterion pertaining
to success of the corresponding project and (ii) an
associated payout benefit;

(b) using a peer group to evaluate a quality of the
decisions made by the individuals who have obtained
the project insurance; and

(c) providing the associated payout benefits to the indi
viduals covered under the project insurance when the
applicable payout events occur,

wherein the payout benefit is reduced if the peer group
determines that the quality of the decision falls below
a threshold decision quality.

* * * * *


