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Shell may recover
full loss from tanker

LONDON-Shell International stands to
recover its full $56 million claim settlement
for the loss off its oil cargo on the 214,000-
ton tanker Salem, which sank in late Jan-
uary.

The South African Oil Purchasing
Agency reimbursed Shell about $30 million
of the original loss, but the remaining $26
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Asbestos:

BY ELLIS SIMON

SAN FRANCISCO-A Califor-
nia judge will determine which in-
surance coverages apply to more
than one-sixth of the pending as-
bestos product liability suits in the
United States.

State Superior Court Judge Ira
Brown has issued an order coor-
dinating four pending actions seek-
ing to determine whether insur-
ance coverage would apply under
"exposure, manifestation or pro
rata” theories.

Cases affected by the order are
Johns-Manville vs. Home Insur-
ance Co. in San Francisco, Arm-
strong Cork vs. Aetna Casualty &
Surety Co. in Los Angeles, Fire-
man's Fund vs. Fibreboard et al in
San Francisco and GAF vs. INA in
Los Angeles.

A fifth case pending in Los An-
geles, American Universal Insur-
ance Co. vs. Amtex et al, was not
included in the order but is likely
to be added, according to Victor
Levit of Long & Levit, a Los An-
geles law firm representing Tra-
velers Insurance Cos.

Travelers, which provided pri-
mary insurance for Johns-Man-

Wage-loss:

BY EILEEN NORRIS

CHICAGO-"Wage-loss" is the
term that is snapping the business
community to attention-provok-
ing the desire to know more.

Virtually every state in the na-
tion is monitoring Florida's cost-
cutting measure and a ground
swell of legislative support is pend-
ing in at least five states.

Oregon, Delaware, Louisiana,
and Maine have legislation pend-
ing or are about to introduce bills
for consideration. The state of
Washington just last week stripped
the wage-loss concept from its
workers compensation reform bill,
but a new bill is being planned.

In other states, the research is
building a head of steam.

California's workers compensa-
tion insurance rating bureau last
week started surveying its insur-
ance company members for dis-
ability data. The bureau plans to
evaluate wage-loss possibilities for
the state. lllinois, too, is reviewing
the concept.

The wage-loss system Florida
adopted in August, 1979 replaces
permanent partial disability bene-
fits except for extreme impair-
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Judge ties

Calif. suits

ville, the largest asbestos defen-
dant, intervened in Johns-Man-
ville vs. Home and sought the
order consolidating the actions.

"It probably will be the most
complex case in terms of number
of parties and issues ever coordin-
ated in the California courts,"” Mr.
Levit says. The four existing cases
were "stopped in their tracks," he
adds.

Travelers sought consolidation of
the cases to avoid conflicting court
decisions and reduce legal ex-
penses for all involved parties, Mr.
Levit says.

Conflicting opinions in four or
five separate cases would have
been "an absolute disaster,” he
says. Insurers would have had
their hands tied if the courts in-
voked the principle of collateral
estoppel, forcing them to apply a
practice ordered in one case to all
other clients, he explains.

Consolidation also would sharply
out legal expenses, he contends.
There are more than 100 law firms
involved in litigating the exposure
versus manifestation versus pro
rata issue in California, he says.

The court would probably ap-

Continued on page 58

States hunger
for Fla. data

ments, with benefits given only for

proven lost wages after an acci-
dent.

The state boasts a minimum 35%
reduction in claims, with lump sum
settlements being cut more than
27%.

One respected expert on workers
compensation, Dr. Arthur Larson,
Professor of Law at James B. Duke
University, said every state should
be able to incorporate the principle
into law.

In fact, he argues, the concept of
wage-loss is the original form of
workers compensation.

Continued on page 60
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Competition for sale

SAN FRANCISCO-One exhibitor at the
RIMS Conference was not selling a product or
service.

Fred Roberts Jr., campaign manager of the
Ohio Committee for Free Enterprise Competi-

tion. was selling an idea at his booth, one of
more than 75 in the Hilton.

The idea is to allow private insurers to write
workers compensation coverage to give employ-

ers an alternative to the state's monopolistic
fund or self-insurance.

Ohio residents will vote in November on

whether to allow private insurance of workers

litthe

compensation risks. Mr. Roberts of the competi-
tion committee, an alliance of insurers, agents
and business trade groups, believes the people of
the state will vote to end the monopolistic fund.

"Given a choice between competition and a
system of noncompetition, the people of Ohio
will go pro-choice," Mr. Roberts says.

Responses of risk managers who visited the
committee's booth ranged from ™" "Yeah, I'm for
it' to 'Damn it, we need a competitive system, ,,,
Mr. Roberts said.

For more news from the floor of the Risk & Insur-
ance Management Society Conference, turn to page
3. This first report focuses on benets.

New survey reports captive.
g
RIM S risk management growth

By JERRY GEISEL

SAN FRANCISCO-More than 20% of half the
members of the Risk & Insurance Management So-
ciety will use a captive insurance company in the
future to fund risk, according to a just-released sur-
vey.

About 15% of surveyed RIMS members now use
the captive tool for liability risks, up from just 5% of
a surveyed group in 1975.

The growing use of captives is one of several key
findings of a massive survey of risk managers con-
ducted by RIMS and Time Magazine. The survey
was released at the RIMS Conference here last
week.

The survey was mailed in 1980 to 2,897 RIMS
members in the U.S. The findings are based on 1,429
returned questionaires, a response rate of 49%.

The findings reveal the growing use of captives,
the recognition corporations now give to risk man-
agement, the move of risk managers into the legisla-

IRS ruling fattens
flexible benefit plans
Page 57

tive arena and the importance risk managers attach
to purchased services.

The spectacular growth of captives in the liability
area is mainly the result of the crunch on the prod-
uct liability insurance market in the mid- and late
1970s, said Hunter Long, vp at Frank B. Hall Co.,
who was chairman.of the advisory board for the
study.

The sophisticated captive tool, however, is much
more likely to be used by full-time risk managers
than part-timers. The survey shows 14.3% of full-
timp risk managers have captives to cover property
ris¥s, while only 6.4% of firms who lack full-time
risk managers use captives to cover property risks.

Forty-one per cent of risk managers work for
companies with a written risk management policy.
In 1975, only 22% of risk managers said they had
written policy statements.

About 40% of risk managers said they have com-
plete authority to select insurers and brokers. When

Continued on page 59

Vermont approves
captive insurer law
Page 60
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Court approves Shell's claim

Continued from premous page
million was disputed by insurers, including Lloyd's, who balked at
paying the remainder of the claim

Last week, the British court in London ruled in favor of Shell ,

and the $26 million payment apparently w11 be shared by 69
Lloyd's syndicates and 24 insurance companies Lloyd's overall
portion of the loss is said to be about 56%, according to a spokes-

The spokesman said underwriters are planning to meet to decide
if they will pay the judgment or contest the decision Scotland Yard
investigators in South Africa continue to research the Salem sink-
ing and cargo loss

Eastern, U.S. split crash award

BROOKLYN-A 24-year-old Greek sailor who survived a 1975
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air crash at Kennedy Airport was awarded $1 million last week in : New York police and fire fighters may earn early retirement for heart disease.

the first case to be tried from the crash
Grigorios Georgakis, a passenger on an Eastern Airlines flight
from New Orleans that crashed June 24, 1975, killing 114, received

the award for injuries that left him Incapable of working asa
sailor

The cost of the award IS being split between Eastern and the US ;

government, but Robert Alpert, senior vp and director of claims at
U S Aircraft Insurance Group, Eastern's liability insurer, would
not disclose who would pay how much

The government was named in the suit because federal air traffic
controllers directed Eastern's pilot to land despite reports from
other pilots of turbulent conditions on the approach

To date, 85 claims were settled out of court and 30 cases remain to
be resolved, Mr Albert said

He would not disclose the total liability payments, explaining that , and policemen with disabling heart

the information could prejudice outstanding cases

A repeat of the 1975 tragedy was averted April 8 when another
Eastern Airlines flight from New Orleans to New York was forced
to make a belly landing at Kennedy Airport after ItS landing gear
malfunctioned All 72 persons on board escaped without injury

Jury settles another DC 10 suit

i die from a heart ailment, is ex- proving that the ailment is heredi-

N.Y. police, firefighters

earn heart-ills benefits

By STUART EMMRICH

police and fire organizations in But the court rejected that argu-
other areas of the country to push ment, pointing out passing a special
NEW YORK-City firefighters for similar benefits in their states law for firefighters and police offi-
The law upheld in the decision cers and not all other state employ-
ailments can retire with special was passed m 1979 and allows a ees granted special consideration to
benefits without proving the Job firefighter or police officer who their employment
caused the disease, the state's high- develops a heart ailment during his City officials said they would
est court ruled or her employment to retire at stand by the court's decision but
The Court of Appeals ruling, three-quarters pay would aggressively move to have
which also applies to special death Under the law, the city can still the law amended at next year's
benefits for families of those who get out of this responsibility by legislative session
In addition, a city spokesman

LOS ANGELES-A Jury here last week awarded $1 8 million to 1 pected to cost New York $12 mil- tary or otherwise not Job-related, said officials would be "very ag-

a Woodland Hills, Calif, widow of a man killed m the 1979 DC 10 | hon a year, city officials estimate

crash at O'Hare International Airport near Chicago

The award against American Airlines and McDonnell Douglas
Corp was the fourth and largest award in superior court here in
recent weeks as the result of the crash which killed 272

American Airlines is insured for all awards and is sharing all of
them pursuant to a settlement agreement with McDonnell Douglas,
according to Robert Alpert, senior vp and director of claims at U S
Aircraft Insurance Group

Lead liability underwriters for American Airlines are U S. Avia-
tion Underwriters and Lloyd's of London

The recent $1 8 million award was given to Sharon Lent, widow
of Richard, an aerospace salesman for a unit of United Technolo-
gies Inc Other recent awards in the California court were $750,000
in the Pohlson case, $275,000 m the Fowler case, $675,000 in the
Cady case, Mr Alpert said

The Valladares case was settled late last year in Chicago U S
District Court for $277,500, Mr Albert added

Bill reduces liability for charity

CHICAGO-More food contributions for the needy may follow in
Illinois now that a bill to protect food donors from liability has been
introduced in the legislature

The "Good Samaritan Food Donor" bill proposed here follows
the lead of 24 other states that have already introduced similar

California, the first state to enact the bill about three years ago, is
said to have tripled its food donations for the poor with the new
protection

State Sen John D'Arco, one of the bills's sponsors in lllinois, said,
if enacted, the bill would exempt food donors from any civil or
criminal proceedings resulting from the condition of the donated
food, unless the resulting injury could be shown to have been
caused intentionally

He said donors m the state have not been sued for tainted

food, but charitable grocery chain stores were reluctant to accept

liability for surplus food that was delivered m bulk to various food i Shields were distributed in the

banks
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to a Robbins company spokes-

but cannot shift the burden to the gressive in presenting evidence to

A spokesman for the Patrol- employee to prove that the ailment rebut the presumption” that a
men's Benevolent Assn , one of the was caused by his work heart ailment was caused on the
groups that sued the city, said the The city lawyers had contended Job The spokesman said that a case
decision would have little immedi- that in order to qualify for the ad- of a clerical worker in the police
ate impact on other states ditional benefits, the officers or the department who had a family his-

The New York law upheld by survivors had to prove that the dis- tory of heart trouble would be vi-
the courts is unique, he says, but ability had been caused by a spe- gorously fought by the city as eligi-
the favorable ruling might spur cific on-the-Job accident ble for the special benefit -

Contraceptive maker fights
lawsuit demanding recalls

BY MARGARET LeROUX The action is the first attempt at recall of the Dalkon
Shields, which has been named in more than 2,600
BOSTON-A recall of Dalkon Shields, intrauterine product liability lawsuits against Robbins The manu-
contraceptives manufactured by the A H Robbins Co facturer has self-insured for product liability since
of Richmond, Va, is the target 1978
of a class-action lawsuit sche- Robbins' former product ha-
bility insurer, Aetna Casualty &
Surety Insurance Co, is also in-
volved in litigaton with the
company over the occurrence
basis of the policies The manu-
facturer claims that Aetna is 11-

duled for hearing here in late
June

The lawsuit, filed by the =
Womens' Health Network, a

DID YOU USE
THIS IUD?

Washington D C -based group
and the Dalkon Shield Assn of
England, a London-based group,
contends there are an estimated
500,000 Dalkon Shieids still in
use worldwide even though
Robbins took the I1UD off the 3
market in 1974

able for claims resulting from
r C'-BEESEEZE Dalkon Shields that were in-
serted pnor to the 1978 expira-
tion date of the policies, the in-

surer denies liability for claims
made after 1978

S>> A Lrm>> 1 -3, 1t

About 22 million Dalkon A civil lawsuit Robbins filed
against Aetna in the Circuit
Court of Richmond, Va, has not
yet been settled (BI, July 7,
1980)

On the Dalkon recall attempt,

The lawsuit also asks that Robbins pay the medical a Robbins spokesman noted a letter sent by the com-
costs of removal of the IUD from women who are still pany to physicians and birth control counselors
using the device Continued on page 58

U S. and 15 million distributed

APPERT & PYLE

overseas before 1974, according

man

errors & Drachman earns new Bl post

NEW YORK-Ronnie Drachman, promotion
manager of Business Insurance, has been
named director of communications, announced illl/9 "' 11l
- Shand, Morahan & Co 's stan- publisher Alfred Malecki
The Univeristy of Hartford graduate assumes
for realtors does Include coverage responsibilities for all promotional, research

omissions

for prior acts

A March 16 article, "Realtors en- -

counter litigation explosion,” in- tor for the annual Business Insurance Em- A

and public relations activities for the weekly
newsmagazine She is also the awards coordina-

36 60611 Copyright 1981 by Crain correctly said that the coverage ployee Benefits Communications Competition

was not included in the standard Ms Drachman began her career at Bl in

Drachman

policy offered by the Evanston, Il , 1971

company
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Pooling international benefits

BY RHONDA L RUNDLE

SAN FRANCISCO-Multinational corporations can
muscle sizable savings by funding employee benefits
through vast international insurance networks, a consul-
tant and insurer agree.

The parent company ultimately enjoys the advantages
of a group purchase with a pooling of local country bene-
fit plans for experience rating purposes.

The insurer's administrative expenses are lower and
claims costs are stabilized, generating dividends to be re-
turned to the corporate pool and then allocated to local
subsidiaries.

"Six stand-alone policies cost more than one jumbo
master contract,"” Kent Barker, president of Swiss Inter-
national Services Inc., told a RIMS Conference meeting.

"Pooling is the approach most widely used and the most
beneficial that I've come across," said Burt A. Murdock,
manager of The Wyatt Co.'s international consulting divi-
sion in Stamford, Conn., and a speaker at the meeting.

About 800 to 1,000 multinational pooling agreements are
in force today, estimates Mr. Barker. Some corporations
have two or more master contracts with global networks
A network is an arrangement among insurers in various
nations to offer an international benefits plan to a multin-
ational corporation. Typically, they consist of such large
insurers as American International Group, The Travelers

Centralize all planning

or Swiss Life and their subsidiaries or associates through-
out a geographical service area.

Pooling cuts worldwide pension costs to a corporation
up to 10% and terrn insurance between 10% and 30%, said
Mr. Murdock. The actual savings depends on the number
of employees in the pool, the countries where they work,
the types of benefits insured and the contracts used.

A contract is issued by the foreign insurer in the net-
work in accordance with regulations in that country. The
policy is underwritten on the basis of the local group ex-
perience and premiums are collected in the local cur-
rency

"As far as the foreign subsidiary is concerned, insur-
ance is provided by the local insurance company,"”
explains a Wyatt Co. report.

Pool statements

At the end of the contract year, an accounting is made
to the international underwriter who prepares an annual
statement for the pool. If the total premiums paid exceed
charges against the contract (including claims paid, re-
serves, commissions, taxes, retention and local dividends),
an international dividend is paid to the parent corpora-
tion.

To qualify for multinational pooling, a corporation must
meet insurer premium volume requirements, operate in

two or more countries and extend benefits to a specified
number of people, explains Mr. Barker.

In selecting a network, the corporation should consider
the countries that it covers, its reputation and the size and
reputation of its local subsidiaries, said Mr. Barker.

He advises careful study of the master pooling agree-
ment and the insurer's investment performance. "Look
hard at the risk charge factors," he stresses.

"As a management tool, pooling may not work without
a cooperative attitude at the local level," adds Mr. Barker.

Cost advantages are realized through pooling because
policy expense loading is reduced as a percentage of pre-
mium. Risk charges are spread over a larger group and
insurers will likely forego some profit to reap vast premi-
ums paid to the network.

Besides the cost advantages, there ar€ other reasons to
go this route: say Mr. Barker and Mr. Murdock. They
include:

+ Improved communications vith local subsidiaries on
benefit plan changes.

« Strengthened i nfluence of foreign subsidiaries with
local underwriters.

+ Master contract termination guarantees.

- Ease in retaining benelits coverage when employees
are transferred from one subsidiary to another.

« Experience rating of the corporation. not mixed with
that of other foreign enities outsice the corporate family..

Trenwick buys, underwrites coverage

SAN FRANCISCO A $5 million spe-

for benefit cost control

By RHONDA L. RUNDLE

fits approach will provide a maximum tax

deduction, rather than on the total liabilities

SAN FRANCISCO-Corporations with
employees working worldwide
must centralize benefits plan-
ning to get a grip on real costs,
advises a vp with benefits re-
sponsibilities spanning 28
countries.

Bringing benefits planning
into corporate offices may ruf-
fle a few feathers, concedes
W.L. Hyland, vp-insurance for
GTE Service Corp. in Stam-
ford, Conn.

"But the parent corporation
needs to know what benefits
cost to make judgments about
acquisitions, expansions, spin-
offs and other operations

changes," Mr. Hyland told a general session
on international benefits at the RIMS Cin-

W.L. Hyland

the same for
ference here last week.

Corporations tend to focus on what bene-

they run up for benefits, says Mr. Hyland.

The corporation presumes
that benefits costs are built into
the local product costs, but
that's not necessarily true, he
believes. Unless the corpora-
tion knows its real costs of pro-
viding benefits, it can't pro-
perly price its products.

Variations in benefits of-
fered by multinational cor-
porations to foreign employees
should be reduced to a common

denominator, suggests Mr. Hy-

land.

This takes some of the head-
aches out of transferring for-
eign managers because the ag-

gregate value of benefits is approximately

equivalent jobs within the par-

ent corporation.

Continued on page 59

cial events liability insurance policy
buoyed the standard liability insurance
coverage for a blue grass musical boat
cruise of San Francisco Bay when Tren-
wick executives hosted a private party
here before the RIMS Conference began
last week.

Red & White Lines provides $5 million
in coverage, but Trenwick asked broker
Marsh & MeLennan to double the special
protection above the firm's own general
liability insurance. Mutual Fire & Marine
underwrote the coverage for an undis-
closed premium.

The cruise theme, "Trenwick Writes,"
drew a few jibes at Trenwick executives
whose publicized underwriting philoso-
phy of not cutting rates against industry
trends restricted 1980 business to just $3
million of premium against $30 million in
capital and surplus.

The Bermuda-based reinsurer reports
that it requoted terms on half the risks
submitted to them but underwrote just 4%
of all the btisiness submitted to them that
they looked at.
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Try more private pensions:. Expert

Manadatory pensions are over-
kill, says consultant Ken Keene.

By JERRY GEISEL

SAN FRANCISCO-Voluntary
approaches to expand pension cov-
erage should be tested before any
mandatory private pension system
is established, said a benefits ex-
pert.

The recommendation of the
President's Commission on Pen-
sion Policy for a mandatory system
represents regulatory overkill at its
worst, says Kenneth Keene, senior

vp at Johnson & Higgins in New
York.

He warns that the cost of man-

datory pensions would devastate
small business.

Speaking before a RIMS Confer-

ence session on the commission's

impact on employee benefits, Mr.

Keene said the commission exag-
gerated the lack of private pension
coverage.

While the commission said only
50% of workers participate in a
pension plan, Mr. Keene said if the
working population is defined as
those over 25 with more than one
year of service with a firm, the
pension participation rate is about
70%.

The remaining 30% not covered
are mainly part-time or low-paid
workers in small companies for
whom Social Security is the crucial
coverage, Mr. Keene said.

"Do we need a mandatory sys-
tem for this (30%) gap?" Mr. Keene
asked. "Wouldn't such a system
represent overkill before we have

tried other methods, such as tax in-
ducements, to solve the problems
voluntarily?" he added.

The commission's recommenda-
tion on mandatory pensions, which
is one of dozens of recommenda-
tions it made to overhaul the na-
tion's pension and retirement pro-
grams (BI, Feb. 2), would require
every employer in the United
States to offer a pension plan.

Under the plan, a worker over
age 25 with more than one year of
service would be entitled to an im-
mediately vested benefit equal to
3% of salary.

While a 3% payroll increase may
sound modest, once mandatory
pensions were established,
pressures might build to increase
the benefit, Mr. Keene said.

Areyoubeing fed
a sugar.coated dentalprogram?
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are a few things to look for.

FINANCIAL AND
MANAGEMENT KNOW-HOW

If your insurance company
doesn't really know how to
hold down costs, you end up
paying.

At John Hancock, all claims
are handled by dental special-
ists who have access to our
on-staff dentist. So costly mis-
uses are substantially reduced.

And our Cost Containment
Team reviews with you periodic
performance reports from our
DENTSTAR computerized
claim processing system. We'll
point out plan adjustments
you can make for even greater
efficiency.

A COST-SAVING
PROCESSING SYSTEM

A claim system that wastes
time, wastes money. DENTSTAR
is exclusively designed to han-
dle the typically high volume of
dental claims quickly and accu-
rately. It instantly spots duplicate
claims, overcharges and invalid
data that could delay processing
and cost you time, money, and
aggravation. And since DENT-
STAR is on-line nationally, our
regional offices can help your
employees wherever they are.

FLEXIBILITY

A plan that can't adapt to
your needs can be worse than

NmNo plam at all.

At lohn Hancock

f foryou. Whether
it's designed around
a conventional insured,
self- funded or minimum

premium plan.

EMPLOYEE
SATISFACTION

Fast claim processing isn't
enough. If no one answers your
employees' questions about
how payment was determined,
you'll have to. Over and over.
John Hancock answers their
questions for you with a com-
plete Explanation of Benefits
on every single claim.

So ask yourself. Is a bar-
gain program really a bargain?
In the long-run, is it really
going to cost you less? If
you're ready for some straight
answers about a dental pro-
gram that works, call Paul H.

Gregg, Vice President, at (617)
421-6205. We won't sweet-talk

you.

Mutual Life Insurance Company

Boston, Massachusetts

"There are many precedents for
programs starting modestly and
ending up as crushing blows to the
taxpayer,” he pointed out.

For example, when Social Secu-
rity was enacted in the 1930s, the
maximum tax paid by an employee
was $30. Now, the maximum tax is
$1,975, a 66-fold increase.

"The point is a 3% MUPS (Mini-
mum Universal Pension System)
today can easily turn into a 4%, 5%
or 10% MUPS of tomorrow,” Mr.
Keene said. "Let's not be deluded
by the modest nature of the intro-
ductory offer."

Some experts charge that the
complexity of the Employee Re-
tirement Income Security Act has
discouraged employers, particu-
larly smaller firms, from starting
new pension plans.

If ERISA were simplified, more
employers would start new plans

and the coverage gap would ease,
Mr. Keene said.

Before legislators consider a
compulsory approach, legislation

should be passed to give employees
tax credits or tax deductions for

their contributions to corporate
pension plans, he said.

Because employee pension con-
tributions are not tax-deductible,
workers lack an incentive to re-
duce the impact of inflation on re-
tirement income by supplementing
employer contributions with their
own, Mr. Keene said.

"It is a technique which should
be tried long before we consider a
compulsory approach,” he said.
"Once started, there is no turning

back if we go the compulsory
route.”

More members

won't revive

federal plan

SAN FRANCISCO-Re-
quiring all workers to partici-
pate in the Social Security
system won't ease the public
retirement program's massive
long-term financial problems,
says one consultant.

If the 10% of the working
population not covered by So-
cial Security-federal civil
servants, state and local public
employees, workers employed
by not-for-profit organizations
-were added to the rolls, So-
cial Security would receive an
immediate shot in the arm
from the new contributions
flowing in, said James Ozark,
manager of Hewitt Associates'
Los Angeles office at a RIMS
Conference session.

But over the long haul, So-
cial Security financing prob-
lems would remain bleak be-
cause benefits would even-
tually have to be paid out to
this new pool of workers, Mr.
Ozark said.

But pressures are building
to establish universal Social
Security. Many people say
that it isn't fair that certain
workers should escape taxes
for an income redistribution
system, Mr. C)zark said.

The issue of universal So-

cial Security "will be thrashed
out” for the next five or six
years in Congress with public
employee unions resisting a
change, Mr. Ozark predicted.
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Bottom line' rules prevention programs

BY CAROL G. BLITZER

SAN FRANCISCO-The jury's
still out on whether preventive
health care programs can pay for
themselves-or save corporations
money, says Conrad Greim, direc-

tor of compensation and benefits at
Crown-Zellerbach in San Fran-

cisco.

Leading a seminar on preventive
health care at the RIMS Confer-

ence last week, Mr. Greim said

when corporations invest money,

they consider "bottom line" rea-
sons, not altruism. So far, the value
of preventive health is being taken
on faith.

But with the country's health
costs running away, utilization of
medical services up and the prac-
tice of defensive medicine grow-

ing, something has to be done.
"It's a conflict between wellness

forces and illness forces,” Mr.
Greim noted.

"We know that prevention
works in one area-dentistry,"” he

66 Dear IRI:
AsSs My company's risk
manager, | need to know

more aDout Pre-Emergency

Planning and the new

federal regulations:..

*OSHA
revisions, 29CFR
Part 1910, Subpart L,

pointed out, noting the use of
fluoridated water and instruction
in flossing and dental hygiene can
improve dental health.

Some preliminary studies of
preventive health programs do
show an effect on productivi-y, Mr.
Greim said.

In Canada, a study showed that a
program emphasizing lifastyle
change cut absenteeism and em-
ployee turnover, saving the com-
pany more than $500,000 a year.

A participant in the session
noted that his plant in Windsor,
Colo., has cut absenteeism and
workers compensation with an ex-
tensive lifestyle change program,
which includes drug and alcohol-
ism rehabilitation programs, fithess
plans and at-home exercise pro-
grams.

Early detection of illness is key
to prevention programs, but the
benefit of annual physicals to de-
tect medical problems early is
being questoned, Mr. Greim noted.

IRI can help. We have a wealth of knowledge and ex-
perience in the area of Pre-Emergency Planning. And we've
developed a new program for insureds, called PEPIlan. It's
a simple, "how to" series of suggestions that will help you
prepare your own plan for emergencies. At the same time,
it will help in meeting federal regulations for an emergency

action plan.

IRI can also he

current plan, or deve

where none exists. To find out how

Industrial Risk Insurers can assist

you and your company in Pre-
Emergency Planning, send in the
coupon below.

effective December 11, 1980.

lp.by reviewing your gisha?

isk

ITsners

I'd like to know more about PEPlan. Please send me

your-free - 2-page brochure, "PEPian: Your people

Name

TifIA

Compaiy

Strept

City

State- 7ip

Mail to: Communications Department,
Industrial Risk Insurers, 85 Woodland Street,

Hartford, Cl 06102.

81413

. We can help.

He said many of the annual tests
are now recommended only every
three to five years.

For example, a chest X-ray "has
little payoff for a well person,” he
said.

Dr. Richard Patterson, a San
Francisco internist who is writing
a book on preventive health, de- i
fended use of a chest X-ray as a
diagnostic tool.

"There's a wide variation of de-
cisions on how often things should
be done," he said, pointing out that
the recommendations were made
by people who do not take care of
patients.

"Doctors don't practice this way.
If they did, they'd be sued for mal-
practice," he insisted.

"A chest X-ray gives far more
evidence of health than any other
test," he explained.

By examining the X-ray, he can
tell heart size and detect lung dam-
age from smoking, tuberculosis or
emphysema, alcoholism, calcifica-
tion of bones and even stress level.

Mr. Greim suggested that it is
more important for a doctor to talk
to a patient about lifestyle, nutri-
tion, alcohol and tobacco use, work
history, seat-belt use, feelings of
depression, family problems and
sexual concerns.

Health promotion also is esential
to preventive health care, he con-
tinued. This includes physical fit-
ness programs, lifestyle counseling
(an employee assistance program
that helps them deal with stress,
alcohol, etc.), drug and alcohol
abuse programs and health educa-
tion classes.

He pointed out that Kodak,
Kimberly-Clark, Shaklee and Hos-
pital Corp. of America are plan-
ning to pay employees to bike, run
or walk to improve their physical
condition.

Communication of preventive
health measures to employees is
important. At one company, cer-
tain industrial workers were fre-
quently straining muscles. A
warm-up program of exercises was
explained to them and imple-
mented before work, reducing the
number of injuries.

"Blue Cross is working more in
preventive health than others.
Most insurance companies are just
bill-payers,"” Mr. Greim said. A
representative from Blue Cross
noted that benefit plans can be in-
novative and can be written to in-
clude things such as a program to
curtail alcohol and drug abuse.

A major point in preventive
health is taking responsibility for
one's own well-being, said Mr.
Greim. He described a San Fran-
cisco-based fithess program,
Physis, used by Crown-Zellerbach
employees.

After finishing the 13-week pro-
gram, employees had reduced coro-
nary risk factors.

"It does work from the stand-
point of reducing risk factors, but
the problem is it's expensive," says
Mr. Greim, who took the program
himself.

People completing the program
tend to sleep better, feel better
about themselves and have fewer
complaints about being tired, Mr.
Greim said. But time is a problem
because the program, which in-
volves three 30-minute sessions of
aerobics a week, demands time
away from the workplace.

"You have to make personal sac-
rifices to find the time," Mr. Greim
said.

Dr. Patterson noted that the
most common ailment among
Americans is depression, "so get-
ting people motivated to take an

interest in their own health and

their own life is the best you can
do,"



1 Considering the growing range and number of
Al, mi=- stockholder law suits that continue to be filed, it
appears that anyone can sue a corporation-and its
-li.=-i=:1- individual officers-over almost anything these days.
The only effective answer is a Directors and
Officers insurance policy "that covers it all."
Comprehensive, state-of-the-art coverage designed
to meet todafs, and tomorrow's, various executive
liability exposures.
o a4 ™ ¥, Shand, Morahan & Company is one of the nation's
9,844: |.r* foremost underwriting managers of professional liabil-

ity insurance. Our extensive experience and resources
BB enable us to offer D&O insurance that combines
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editorial opinions letters

f 4 - - Business Insurance welcomes letters from its readers Please keep youT
comments as bnef as possible and we reserve the nght to edit or shorten
letters for clarity or sense Please send your comments to Letters to the

Editor, Bus:ness Insurance, 740 N Rush St, Chicago, Ill 60611
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E&O competition can't last

To the editor | read with inter- attorneys to defend the case and
est your recent article "Realtors wish only to be "kept advised "
encounter litigation explosion” (BIl, This, again, is unusual as we also
March 16) | found it interesting to have rarely seen insurance com-
note that your magazine correctly panies allow an insured's personal
reported the history of realtors' attorney to defend a case as a mat-

C fl errors and omissions policies and ter of course and as a matter of
R 9 6 how they are underwritten right
C41 1 ’ ’ Unfortunately, m view of over- INnsurance carriers have tradi-
all soft market conditions, the tionally been reluctant to do so be-
RI MS # ( ) ®v same type of mistakes that resulted cause they are not familiar with
VI I in the 1976 insurance crisis for the qualifications or capabilities of
o realtors is occurring again an insured's personal attorney who
o<# As was correctly reported, many may be an excellent business attor-
) of the current E&O policies are ney, but inexperienced in the de-
5 Bust*4 UlSURMLE being charged very low premiums, fense of litigation cases
)
unlimited prior acts coverages are Unfortunately, many of the in-
being given away and expense de- surance companies mentioned in
ductibles are not being charged your article will someday soon ex-
S t ro n e r eve r e a r Even if the realtor wins the law- pertence exactly what happened in
g y y - - - suit, legal deductible expenses can 1976 as a result of the underwriting
be devastating not only to the un- guidelines and claims handling
O ne leading member of the Risk & Insur- in San Francisco Bay, you hear a lot of business insured realtor, but to the insur- practices We trust that carrier we

i ) 3 ance carrier that does not provide represent in real estate E&O will
ance Management Society told our manag- being discussed.

for any expense deductible still be around when this new crisis

ing editor before she left to attend her first A friend met at a RIMS social event may help This is precisely what caused one occurs as a result of more realistic

RIMS conference, "From 9 to 5 it's the greatest you out later with a new idea, a lesson from his carrier to go out of the market in underwriting practices and claims

) . A 1976 in view of tremendous under- handling procedures

education event of the year. From 5 on it'S the or her experience or a contact writing losses Frederick J. Fisher

greatest social event of the year The broker you meet may be the person who Another primary problem being VP

1 H H H Miller & Gilbert Inc

We have to agree can help design the comprehensive package of experienced. is the fact that many, o o

Even with the crowd RIMS has to manage coverage you have been considering or the using adjustors, but are sending all

and the number of hotels needed to accommo- marketer who can renew the troublesome cov- claims directly to law firms, Doubletake sto ry

date all the registrants and sessions now held erage that has been baffling your present agent. whether in litigation or not This,

too, in the absence of an expense To the editor The front page ar-,

during the 41h day conference, you can find The insurer you meet may offer you the cash deductible, is creating horrendous ticle "Grand Jury probes reinsur-
your way to meetings, meet friends if you pre- flow deal you've been waiting for expense costs ance deals" (Bl, March 9) mentions

In addition, we know of one in- a complaint filed against Robert G
stance where an insurance carrier Burnham of Burnham Insurance

arrange it and get dinner reservations if you This week, benefit and risk managers are

don't go to the big name restaurants. home recovering from more than the parties at whose policy did not provide for a Brokerage Inc

But it's not the size that matters; It'S the qua|_ RIMS consent clause cannot settle with- Neither Robert G Burnham nor
out the Insured's written consent Burnham Insurance Brokerage Inc

ity of the program. And RIMS improves it They are digesting hordes of new facts, fig-

and is still allowing the insured to is in any way connected with John

every year ures, teChniques and approaches gleaned from determine whether or not the poll- Burnham & Co, and Robert G
Aware that the huge general sessions restrict structured sessions and informal chats. cyholder wishes a contribution of Burnham is absolutely no relation
interaction among registrants, RIMS switched not more than $1,500 to settle a to the current president of John
$10,000 claim Burnham & Co, Malin Burnham

its program emphasis to holding more minise- « Our compliments to Richard Hackenberg, More than $8,000 has been put Malin Burnham IS the grandson of
minars in which registrants can pull up a chair, staff vp of Allegheny Ludlum Industries Inc, up by the other defendants and all the founder of our company, John

roll up their sleeves and chomp into a topic , who was vp of the conference, all his colleagues that is needed IS the remaining Burnham

$1,500 John Burnham & Co and Burn-
We were especially impressed this year with on the conference committee and those who Although the insurance carrier ham Insurance Brokerage Inc both

the clear indication m the program of which of organized sessions and the RIMS staff that admits freely that it is going to cost have offices in Orange County in

the nearly 100 miniseminars were targeted to a never stops organizing and executing confer- him more than $5,000 to defend the Southern California As a result of

) 3 ) case, he clearly points out that the the geographical proximity of the
general overview of an issue, a technical analy- ence plans

insured does not want any settle- two firms, it is our feeling that our
sis of a problem or a nitty-gritty case study. A third of our staff was in San Francisco to ment on this matter, in which case clients, insurance company suppli-

they are going to defend the case ers and competitors could easily as-

The topics discussed covered the waterfront bring you a full report of the programs-this i ]
We have never heard of a situa- sume that the two firms are some-

of risk management concerns. The director gen- week on benefits and next week on risk man- tion where in the absence of a con- how related We believe that if

eral of the British Safety Council, who in last agement sent clause, an insurance carrier is such a connection were made our

s e . . illing t d $5,000 t tati Id be d d
week's issue criticized RIMS for not sponsoring But if you never have attended a RIMS con- willing to spend $ © save reputation could be damage
$1,500 We have also never heard

enough sessions on safety, was speaking from ference, you should. of a situation where an insurance William L. Pope

his particular bias. Next year it will be in Washington, D.C, carrier allows the insured to con- VP
trol the handling of a claim John Burnham & Co

There's a lot of kidding about the opulence of April 18-23, too late for cherry blossoms, but a )
We have also seen instances

i the social events held after 5 pm, but as you great time for a conference where new ideas where many insurance companies - The Business Insurance story

' tour hospitality suites, or take a cruise on a boat bloom in each gathering are allowing the insured's personal did not connect the two firms
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Ever wonder what most H PR Insurers do
with your 3 year deposit?

They use it to feed their own interests.

They invest it. Earn dividends on it.
Expand with it.
And you gain nothing. Because you

can't make money on money you don't have.

At Commerce and Industry, we do
things differently.

With our HPR insurance, you not
only get the most fearless underwriters in
the field. And engineers who look at your

risks with enough know-how to offer alter-
natives instead of rejections.

But most importantly, you get an
insurance company that won't hog your
money by holding a three or even five year
deposit.

Because you pay just one year at a
time. And use the rest to serve your own
interests.

So the choice is yours.

You can go to someone else and let

them grow on your money.
Or you can come to Commerce and

Industry Insurance Company.
And use the same money to grow a
little yourself.

Commene & Industry Insurance Co.

The AIG Companies.

Let us take the risks.

For more information, contact Commerce & Industry Insurance Co., Dept. A, 70 Pine St., New York, N.Y. 10270.
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Plot your premiums to judge HMO

KATHRYN J. McINTYRE

SAN FRANCISCO-Companies
self-insuring employee benefit
plans need to establish a local cost

of the plan to come up with a pre- .

mium figure when a local Health
Maintenance Organization (HMO)
comes calling.

The HMO act of 1973 requires
companies to contribute the same
amount to the cost of an employee
enrolling in an HMO as it spends
on the corporate health insurance
plan.

A self-insured company needs to
know by location what that cost is

NO .

A

'Straight allocation of costs
always beats the HMOs,'
says B. Scott Rich of Flowers Industries.

to determine what it should con-
tribute to the HMO, it was pointed
out during a miniseminar at the
RIMS Conference.

Health claim costs vary by loca-
tion because hospital and doctor
charges vary by region.

The calculations required to

determine local costs are the same
ones performed to allocate benefits
costs to profit centers, a cost con-
trol technique that makes operat-
ing managers want to hold down
increases in their benefits costs.
"Straight allocation on costs wiill
always beat HMOs" on price, noted

B. Scott Rich, director of corporate
insurance and cash management at
Flowers Industries in Thomasyville,
Ga.

Mr. Rich uses what he describes
as a "simple" method of allocating
the costs of his company's health
insuance program, which is cen-
trally purchased by the corporation
for 24 plants within three corpo-
rate divisions.

He begins by projecting the total
cost in the coming year of the
health insurance program that is
purchased from an insurer under a
minimum premium plan. Dividing
the total cost by the number of co-

lan to

proct the very
e"of your

company

National Benefit's

Key=Man Catastrophe

Accident Insurance

A totally new concept in Key Man

Insurance that provides high accident

limits on key employees forthe
benefitofthecompany.

Ensure financial security. . .
operating stability. . .

Key Man replacement...
continued profitability.

- Pays benefits directly to the insured com-
pany in the event of a single catastrophe in

which 3 or more insured executives are Killed.

 Up to $5,000,000 indemnity for any one

covered accident.

» Covers all employees, partners and
proprietors earning $50,000 or more a year;
minimum of 5 eligible persons required.

/11

For complete
information

contact your
National Benefit
General Agent

or David Schultz,
Vice President,

at our Home Office.

NATIONALJd,

BENEFIT 7F
LIFE INSURANCE

COMPANY

In Texas doing business as NB Life Insurance Company
Two Park Avenue.New York.New York 10016

(212) 684-6565

vered employees, he arrives at an
average cost per employee.

Looking at three years of claims
experience, Mr. Rich determines
what percent of total cost of claims
is attributable to each plant profit
center. This percent becomes the
experience modifier to multiply
times the average cost to determine
the experience-rated premium for
each plant.

Each year the premium is re-
vised, based on the previous three
years' experience.

However, decreases in premium
are limited to ten percent and in-
creases to 25% to prevent huge
swings from unusual experience.

An annual aggregate stop-loss of
$10,000 per employee is also ap-
plied to prevent an an unusually
large loss from throwing one
plant's premium unfairly high.

Mr. Rich determines one cost per
employee at each plant, not dif-
ferentiating between employees
with dependents and single em-
ployees.

This experience-rated premium
doesn't include changes in benefits.
If a plant alters its benefit plan, Mr.
Rich consults a rating manual.

Each plant is a profit center and
the president's year-end bonus de-
pends on profitability.

The experience-rated premium
allocation program, which in-

cr or decr the plant's cost
of health insurance based on the

cost of employee claims, provides
incentives for plant presidents to
institute programs to hold down
claim costs,

Sid Osofsky, assistant treasurer
of the Grand Union Co. in
Paramus, N.J., allocates premium
costs to profit centers somewhat
differently.

The insurer, which underwrites
a minimum premium plan, pro-
vides the annual cost of the pro-
gram, reviewed by Mr. Osofsky

and his broker.

Premiums are allocated to the
division on a payroll basis, modi-
fied by experience and type of
benefits. Divisions allocate the pre-

mium cost to the stores as they
P R — R — i —— = -

Your auditor

could reject

nNno-reserves

SAN FRANCISCO-A no-re-

serve clause in a minimum pre-
mium on a contract will send the
auditors hunting for your reserves,
one company found.

A Southeast-based company con-
vinced its auditors for a couple of
years that the fronting insurer on
its essentially self-insured em-
ployee benefit program would be
liable if the company failed to pay
a claim.

"But the auditors bought that for
just a couple of years," said the risk
and benefit manager who asked

Nnot be identified with his com-

ments made during a minisession
at the RIMS Conference.

The company probably will es-
tablish a 501 (c) (9) trust, named for
the section of the Internal Revenue
Service code governing the trust,

to provide the company with the
wanted tax deduction.

The auditors discovered the no-
reserve clause in the insurance pol-
icy, which means the insurance
doesn't maintain reserves for losses
allowing the company the maxi-
mum use of its cash until needed to
pay losses, by reading the policy.

This case exemplifies auditors'
heightened interest in the ade-
quacy of funding for benefit and
property/casualty risks. -



To get inside
someproblems,

.you have to
mventaway.

In this era of rapid change, ready-made solutions are out
of place. That's why Johnson & Higgins stresses analytical
techniques that get us inside problems. Only there can we
examine the nuances. Sometimes a new combination of
ideas has to be forged before the way is opened. But once
we get inside, we've usually got it made. Custom-made,
you might say. That's how our exclusive "Second Opinion"
program- for hospitals came to be.

"Second Opinion": a comprehensiue program that
b/ends sophisticated risk management techniques with a
hospita/'s existiog patient care delivery system to minimize
professional liability exposures.-Forfull information, write
or call any J&H office.

Johnson*Higgins

The Private Insurance Broker.

Thinking in a different dimension.
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NATIONAL
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OF INSURANCE

BROKERS RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULIING THROUGHOUT THE WORLD.
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Top management makes cost-cutting work

By RHONDA L. RUNDLE

SAN FRANCISCO-A firm and
long-term commitment by top cor-
porate management is the key to a
comprehensive health care cost
containment strategy, says a
human resources manager.

Health care planning must be-
come an integral part of the cor-
poration's overall long-range stra-
tegic planning, he explains.

"Without a firm commitment by
all levels of management to pro-
vide support, funds, time and man-
power to solve our health care
problems, success will not be
achieved,” says Robert B. Bogart,
managing director of corporate
human resources at American Can
co.

But individual companies acting
alone command limited influence.
What is needed to battle inefficient
health care delivery is a compre-
hensive employer-wide attack, Mr.
Bogart told a large group at the

RIMS Conference here.

But even concerted action will
not bring significant change
quickly, he notes. "Just as the
problem emerged over 20 or 30
years, so will the solution evolve
slowly," he says.

"Costs will not decline from the
present levels," he says. "Instead, if
our efforts are successful, the rate
of increase in the escalation of
these costs will slow. Such a
change will be difficult to quantify,
yet it will be real," he stresses.

For example, he says, a company
that spent $100 million on health-

Photo: Rhonda L. Rundle
Cost-containment plans need
support, says Robert Bogart.

related costs in 1980 will spend al-
most $310 million in 1990 if health
costs increase at an average rate of
12% a year.

But if cost containment efforts
can keep the rate of increase 1%
lower, that company's health. care
bill in nine years will be $284 mil-
lion, a potential net savings of
more than $25 million in that one
year alone.

"The time for complacent accep-
tance of the status quo has passed,”
says Mr. Bogart. "We are faced
with the challenge of bringing
about fundamental changes in the
way health care in the U.S. is deli-
vered, utilized and perceived."

American Can has the full sup-
port of its chairman, Bill Woodside,
in its cost containment efforts, says
Mr. Bogart. The chairman of the

Connecticut-based firm was a
prime mover in the establishment
of the Fairfield-VWestchester Busi-
ness Group of Health and is a
director of Blue Cross/Blue Shield

of Greater New York.
To combat its rising health care

Costs, American Can has set up a
health care effectiveness commit-

tee overseeing policies aimed at
improving employee health and
utilization of health benefits. The
group is chaired by the corporate

medical director and includes rep-

resentatives from human re-—

sources, labor and finance depart-

ments.

Also on the committee is the
manager of health care strategic
planning - a newly created posi-
tion at American Can. This indi-
vidual is responsible for integrat-
ing human resources and health
planning into overall corporate
planning.

As its first major task, the com-
mittee developed a comprehensive
health system/cost containment
strategy. It represents a "real at-
tempt by our company to formu-

late and implement a lully coor-
dinated, all-encompassing health
policy," explains Mr. Bogart

The approach focuses on three
major categories: plan administra-
tion, p'an design and health Ero-
motion

Insurers have a crucial role to
play in improving plan :drninis-ra-
tijn, says Mr. Bogart. Corporations
need more data about their em-
ployees' claims to spot trends, pin-
point abuses and fine tune benefits
to make them more cost-effective,
he says.

On this score, Mr. Bigart grVES
high marks to American Can's two
primary health plan insurers, Me.-
ropolitan and Prudential.

There are many possible changes
in a benefits package that are cos.-
effective but are not "benefit take-

aways," observes Mr. Bogart. These
include extended care facil,ties,
home health care, alcohol and drug
rehabilitation, ambulatory surgery,
HMOs' financial incentives, pre-
admission/post release testing and
second surgical opinions

The flexible berefits approach,
used at American Can for all sala-
ried employees since 1979, is a cost-
effective system for providing ben-
efits: believes Mr. Eogart.

"We found that given a choice,
employees will voluntarily reduce
their coverage and dc more self-in-
suring b meet other personal
needs," he :ays. 3y getting em-
loyees more involv ed in their own
benefits, they also appreciate them
more, he adds.
better

To promote health,

HOWTOGET MORE
THAN A MILLION DOLLARS

IN HEALTH CARE FOR

American Can publishes booklets,
newsletters and communications
directed to employees. In many
cases, health information is sent
directly tc the employee's home so
all family members will see it.

The health care effectiveness
committee also is reviewing all re-
guests for grants and financial sup-
port made to the company by hos-
pitals and other health-related or-
ganizatior.s, reports Mr. Bogart.
Only those approved by the com-
mittee will be made.

Another step business can take is
to directly negotiate fees with doc-
tors, hospitals and other providers.
Initially, this approach is likely to
be most successful in areas in
which the majority of residents are
employed by one company, he

- e o i -—— = -

YOUR MILLION DOLLARS.
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Get involved to trim costs: Benefits exec

By CAROL G. BLITZER

SAN FRANCISCO-Get in-
volved in the health care delivery
system to hold down health care
plan costs, employee benefit man-
agers suggest.

"If you want to control costs, you
have to get involved. Nobody is
going to do it for you, particularly
insurance companies," said Gordon
J. Decker, manager of group bene-
fits administration for Allis-
Chalmers Corp. in West Allis, Wis.,
who moderated a session on health
care cost containment during the
RIMS Conference last week.

Getting involved was defined
during the session as joining a busi-
ness group concerned with the
issue, signing up for professional
standard review services, paying

the cost of second opinions beford
surgery reviewing claims and tak-
ing advantage of subrogation
rights.

Among business groups tack-
ling the health care cost issue are
the veteran Washington Business
Group on Health, which lobbies for
business's point of view, and the
newer Midwest Business Group on
Health, which concentrates on col-
lecting uniform data, educating
hospital trustees and encouraging
use of professional standards re-
view organizatons.

A PSRO monitors a patient's
hospital stay against lengths of stay
according to the diagnosis. Doctors
must justify extra days in the hos-
pital.

Allis-Chalmers began using a

PSRO five months ago. On 273 hos-
pital admissions, the average
length of stay was 5.3 days, com-
pared to 6.3 days last year.

"It's too early to draw conclu-
sions but it tends to indicate there
is something there," Mr Decker
says. "When someone watches,
you're a little more careful.”

Allis-Chalmers Corp. pays $14
per admission for the hospital re-
view under its administrative ser-
vices only contract with Aetna Life
& Casualty.

"What we're trying to do is
change the thinking of the doctor
of how long patients should be
there. We all have medical neces-
sity wording, but nobody's been
monitoring it," Mr. Decker says.

PSROs also review quality of care,
he noted.

Employee/patients hardly seem
to notice a PSRO, Decker reports.
"l haven't heard a peep from any-
body. I'll bet 80% don't even know
they're being reviewed."

Most of the 40 people participat-
ing in the cost containment session
were in second-opinion surgery
programs, health maintenance or-
ganizations and subrogation.

No one reported success with
second-opinion programs that are
mandatory in some corporations
but optional in most.

One manager noted that in three
years of running a mandatory pro-
gram, in no case did the second
opinion differ from the original.
The second doctor is chosen by the
employer.

Another manager whose com-

In reviewing health care coverage, a lot
of executives make a false assumption-that
health care costs will be the same no matter
who the carrier is. After all. the same people will
get sick and incur the same costs. The only
variable is>what the carrier charges for
administering the program.

THE EXPENSIVE ASSUMPTION.

That kind of thinking can be very
expensive. Because if a carrier simply assumes
risk and pays bills, there's no control over the
really big part of your cost. The benefit costs.

Ybu see, the cost of health care coverage

*t
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CTS

is actually two costs. The cost -

of benefits. And the retention . h || . 33
costs (everything from admin- A.& 6/W™)
istrative costs to reserves). By
controlling your major health
care expense, the cost of bene-
fits, you can get more for your
health care dollar.

90 to 95% OF YOUR
HEALTH CARE DOUAR

Which is why Blue USUAUYGOESTO
BENEFITCOSTS.AND

Cross and Blue Shield Plans
THArs wHERE wi CAN
are so committed to containing MAKE THE BIGGEST

benefit costs. DIFFERENCE.

And we're the only ones whose scope
and method of operations are broad enough to
deal with the problem effectively.

ITYALREADYWORKING.

Blue Cross and Blue Shield Plans often

have special arrangements with hospitals and
physicians supporting a wide range of cost con-
tainment initiatives. This means value added
and lower benefit costs to enrolled groups.

In fact, over the past decade, programs
like out-patient diagnostic and same-day surgery
have helped cut the average hospital stay of our
subscribers by one full day And saved
$1,250,000,000 last year alone.

So before you make a decision about
your group's coverage, contact your Blue Cross
and Blue Shield Plan Marketing Representative.
Otherwise, trying to save a little money could
end up being very expensive.

Write for the free booklet: "The Most
Effective Health Care Pmtection For Your
Employees." Blue Cross and Blue Shield Associa-
lions, Box 8008 Chicago, IL 60680.

. Blue Cress®

HELPING CONTROL ALLYOUR COSTS.

pany offers a voluntary second-
opinion program notes employees
have no incentives to use it or dis-
incentives not to use it and its ef-
fectiveness is unknown.

His company is concerned with.
possible liability if it is discovered
later that the surgery was indeed
needed.

Mr. Decker endorsed HMOs as a
viable option.

AN HMO can cost- less than an
indemnity plan, but HMO prices

vary widely in different locations.
he noted.

Cost and HMO location deter-
mine employee use, it was agreed.

One manager notes that his com-
pany offers nine HMOs with en-
rolilment varying from one-half of
10% to 25%. "We try to counsel our
employees. If their medical ex-
penses are over $500 per year, it
pays to join the HMO. We prefer to
unload adverse section cases on the
HMO," he adds.

Catching payment errors con-
trols costs, too, it was agreed.

One manager suggested insurers
and administrators will reduce
costs when all errors are deducted
from the administration fees.

Overpayments dropped by 40%

under this method, he said.

Another noted that his com-

pany holds a two-week claims
audit once a year, reviewing 5% of
all the cases. Each "error" is then
negotiated with the insurer on a
case-by-case basis.

Subrogration, or recovering for a

Photo: Carol G. Blitzer

Join an employer group, sug-
gests Gordon Decker.

claim payment from another liable
party, requires work.

One manager suggested filing a
lien so the case cannot be settled
until the employer is repaid for
medical payments already made;

another said to send a certified let-

ter to the lawyer pointing out the
reimbursement clause.

Most agreed it's difficult to catch
subrogation opportunities without
reviewing claims on a case-by-case
basis.

Employers also are trying to
educate employers.

One company sends out a quar-
terly newsletter and offers mid-
management salaried personnel
free annual physicals. Another
company sends out an annual
statement showing how much was
spent for that employee's various
benefits. "It doesn't save money,
but it's good public relations,” a
manager notes.

Mr. Decker lays blame for high
health care costs on hospitals, doc-
ton, insurance companies, gover-
ment, labor unions, patients, em-
ployers, and also benefit and risk
managers.

There's no point in waiting for
someone else to force the issue, it's
time for benefits and risk manag-

ers to get involved, Mr. Decker
—cormmcaclude s . o
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CAPTIVE INSURANCE

Insurers respond
to medical costs

The captive insurance company is a mysterious concept Landrrark is ac-

tively involved through offices in Bermuda, the Bahamas and the Cayman

SAN FRANCISCO-Insurance

ccmpanies are responding to em-

Islands, in the management of offshore insurance subsidiaries tor major ployers’ demands for stronger

corporation/association clients. Our onshore offi:es provide captive

feasibility analises for you or you- nsured. May w€ tell yo-1 mo-e?

MR. WILLIAM E. THOMPSON, PRESIDENT
THE LANDMARK INSURANCE GROUP. INC.

health care cost containment, says
Kenneth L. Simmons, group de-
partment vp at the Prudential In-
sirance Co.

"Those activities go beyond at-
tempts to tinker with the financing
system and involve the carrier
djrectly in the delivery of health
care,”" he told the RIMS Confer-

POST OFFICE BOX 676, OKLAHOMA CITY, OK. 73101 TELEPHONE 405/521-9911 TELEX 74-7191 ence here.

C [li WNDMARK GROUP
THE WORLD OF THE **/

But i:'s a tough assignment. he
emphasized, because cost contain-
ment programs tend to conflict
with other social goals.

"We want cost containment, but

we also want every citizen to have

acm£j fund bccej& *peciatiRak.

We are 25 years old this year-a Today, we continue that
lifetime in the Excess business. commitment, confident that we

A quarter century agowe havethebreadthandcapacityfor
made a commitment to provide all the challenges that lie ahead.
our agents and brokers and their Ifyou've beena part ofour
clients with creative solutions to first 25 years, thanks for making
complicated Excess problems this silver anniversary possible.
and unusual risks. If you haven't, join us as we go

for the gold.

Call our Excess & Special
Risk underwriting staff at any of
our 50 branch offices. .di

Here today. Here
tomorrow. Fireman's /,1'- <4.7

Special Risk.

— = -

Fireman'sFund Insurance Companies-Home Office: San Francisco

access to care without money being
a barrier to receiving that care,”
Mr. Simmons said.

The virtue of past efforts, such as
coordination of benefits, hospital
audit programs and claims pay-
ment on a usual and customary
basis, is that they don't pose much
conflict in other societal objectives,
Mr. Simmons pointed out.

"The bad news is that these ef-
forts don't do as much in the way
of cost containment as employers
are demanding.”

Nontraditional approaches to
cutting costs may involve higher
social costs, he observed.

"Everybody agrees that to make
progress we need to know more
about what is going on in the sys-
tem." Insurers are making the shift
to provide that data, Mr. Simmons
confirmed.

"But there is also a real danger
that we are going to spend a lot of
money producing 'interesting' data
that doesn't lead to any savings,"”
he cautioned.

"We must develop a reasonable
standard for data requests that as-
sures we collect and provide only
that data that is likely to prove

useful.”

Mr. Simmons itemized seven
other approaches to cost contain-
ment presently under considera-
tion or in use at Prudential and
other group insurers. They are ex-
panding HMO development, sec-
ond-opinion surgical programs, pa-
tient management programs, pre-
admission reviews, preauthoriza-
tion. hospices and preferred pro-
vider plans.

Twelve insurance companies al-
ready have developed 40 HMOs
with a membership of more than
750,000 since the passage of the
HMO Act in 1973, reported Mr.
Simmons.

Prudential currently covers
about 1 million people under 450
second-opinion plans, said Mr.
Simmons. He believes it is crucial
that the second opinion be ren-
dered by a board certified specialist
who is not affiliated with the at-
tending physician.

To encourage use of second opin-
ions, a smaller surgical benefit is
paid for surgery performed with-
out a confirming second or third
opinion.

Second-opinion programs are
difficult to adminsiter in rural
areas where there is only one sur-
geon within 100 miles, noted Mr.
Simmons. They are also expensive
to administer-about $80 per diag-
nosis, he estimated.

Patient management Pro-
grams are an example of insurer
intervention with the health care
delivery system on a local level.
AnNn insurer representative, fre-
quently a registered nurse, coordi-
nates patient care to use available
benefits in a cost-effective manner.

Mr. Simmons says Prudential
and several other insurers are ex-
perimenting with hospital pread-
mission review programs for none-
mergency surgery. Such programs,
which require advance certifica-
tion of the need for treatment, are
widely accepted by dentists.

Many insurers also support hos-
pices for terminally ill patients on
humanitarian grounds, but they
also appear to be cost-effective,
said Mr. Simmons.

Preferred provider plans repre-
sent a hybrid form of intervention
with the cooperation of health care
providers. Under such plans, insur-
ers form a network of individual
doctors to provide needed servive
to policyholders in a geographic
area for fixed charges. m



1 The Computer ...

There isn't an insurance company worth its premium

that doesn't depend on the computer.
The Travelers maintains a very sophisticated computer

system that, when teamed with our professional dental
claim specialists, results in the most efficient and

effective dental claim service in the industry.
It allows our independent agents to maintain their
individual contact with their insureds, while

eliminating the costly paperwork generally involved

in handling most claims.
And each of our Explanation of Benefits forms

bears the name and telephone number of the claims

(52) :Efixt specialist responsible.
\EES AT (ST If your employee has a question or needs a beneftt

clarification, he or she can call and get an answer immediately. AllIA
Simple. Fast. Direct. It's what you'd expect from 17 .4
The Travelers, the leader in Group Dental Insurance.
We're out front and pulling away.
THE TRAVELERS

The Travelers Insurance Company and Affiliated Companies, One Tower Square, Hartford. Connecticut

ANOTHER REASON WHY

THETRAVELERSISNUMBERONE
IN INSURING SMILES.
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Trends will force

higher benefit age

for Social Security

By JERRY GEISEL

ing the next 10 years.
The current 6.65% payroll tax

SAN FRANCISCO wiHiglienb to 6.7% next January. In

Social Security retirement age is
inevitable, says a top benefits ex-
per't.

The active work force will
shrink as the population ages and
more older workers will have to
stay on the job to keep the country
running, says Philip Green, man-
ager of Buck Consultants Inc.'s San
Francisco office.

Speaking before a RIMS session
on the government's impact on
employee benefits, Mr. Green says
a higher Social Security retirement
age would help solve the financial
problems of the ailing public re-
tirement program.

Pressures for a higher Social Se-
curity retirement age are mount-
ing, Mr. Green says. The Presi-
dent's Commission on Pension Pol-
icy, for example, recommended
raising the age at which a retiree
could collect full Social Security
benefits to 68 from 65 by the year
2002 (BI, Feb. 2).

Other research groups, including
the National Commission on Social

Photo: Jerry Geisel
Higher age limits are inevitable,
says Philip Green, consultant.

Security, also have recommended
raising the retirement age.

Mr. Green predicts Congress will
act soon to allow the Social Secu-
rity old age retirement fund to bor-
row from the financially stronger
health and disability trust funds.
The Social Security fund could run
out of money next year.

Interfund borrowing will buy
time until long-term solutions are
found for Social Security financing
problems.

"It is a safe bet that interfund
borrowing will go through,” Mr.
Green says. Congress won't allow
the massive old age retirement
fund, which provides benefits to 36
million retirees, to collapse, he
adds.

Congress also is expected to ex-
amine whether Social Security
benefits should continue to be au-
tomatically indexed to increases in
the Consumer Price Index, Mr.
Green says.

With the high inflation rate, So-
cial Security benefit increases have
been rising faster than wage hikes.

"This rubs people the wrong
way," Mr. Green says. He does not
see Congress implementing the
President's Commission on Pen-
sion Policy's recommendation to
tax Social Security benefits for re-
tirees as taxable income.

"Politically, they (Congress)
couldn't get away with it,"” Mr.
Green says. Retiree groups, unions
and several Congressmen already
have denounced the idea.

However, employers and em-
ployees, who make equal contribu-
tions to the FICA payroll tax, will
find their taxes rising sharply dur-

1985, the tax will rise to 7.05% and
in 1990 it will hit 7.65%%. .

Federal HMO handouts spurred shaky plans: Consultant

SAN FRANCISCO--The helping hand of the fed-
eral government, which has provided more than
$300 million in grants and loans to health mainte-
nance organizations, may have done the HMO
movement more harm than good.

The easy availbility of federal funds .ed to the
development of financially unsound HMOs, said
Philip Green of Buck Consultants Inc., speaking a:
a RIMS seminar on the government's impact on em-
ployee benefits.

The collapse of poorly manag3.d HMOs has given

the entire HMO movement a black eye, says Mr.
Green.

About one-third of the 125 federally qualified
HMOs has had funding or operational difficulties
and 11 have gone bankrupt, Mr. Green says.

HMO development is bound to proceed at a
slower, more careful pace now that the Reagan

administration wants to eliminate federal grants
and loans to new HMOs.

Mr. Green believes HMOs face an uncertain
future, but the success of the prepaid health care
movement will be bolstered if Congress gives
HMOs more flexibility in setting rates and provid-
ing benefits.

144

76 Equitable, every dcum is a person with a problem who needs help m a hurry
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Counseling sells reti rement plans best

By KATHRYN J. McINTYRE

SAN FRANCISCO-A preretire-
ment counseling program is the
most effective way to give employ-
ees the message about their retire-
ment benefits, says a full-time
counselor at Fluor Corp in Irvine,
Calif.

"Sell what you're spending,”
Eldos N. Cable, one of the few full-
time preretirement counselors em-

ployed by a U.S. corporate benefits
department, told a RIMS Confer-
ence seminar here.

The cost of a preretirement
counseling program is just a man-
ager's salary if he or she is on staff
or $40 to $60 per employee to con-
tract for the program.

The programs are beginning to
catch on. Hartford Steam Boiler &
Inspection Co., for example, is con-
tracting with the Manpower Insti-

tute in New York to counsel em-

ployees ages 60 to 65 beginning this

Fluor Corp., which developed a
preretirement counseling program
in 1975 at the request of top man-
agement, offers the counseling to
employees age 55 or older and their
spouses.

About 50% to 60% of the eligible
employees accept the company
offer to spend two full Saturdays in

the program, during which retire-
ment issues from finances to lifes-
tyles are discussed.

The program had been held on
company time until "economic cut-
backs" forced the switch to Satur-
day sessions, Mr. Cable said.

Employees are most concerned
about health and financial issues in
old age, Mr. Cable noted.

But besides giving them what
they want to know, Mr. Cable ad-

vises that a preretirement counse)
ing program also touch on all issues
of retirement: where to live in re-

tirement; how to get along with
one's mate on a 24-hour round-the-
clock basis; coming to grips with
the possibility of death of either
spouse; how to spend one's new
free time, and what one wants ou:

of retirement.

Mr. Cable, an industrial psychol-

We built abettersystem foryou-

EQUI-CLAIMS

At Equitable, we believe
that group insurance

is only as good as
individual claim service.

Outstanding claim service is a
proud tradition at Equitable. Fast,
accurate service that's responsive
to people's needs.

And now we're equipped to
continue that tradition in grand
style-with the help of a
remarkable new nationwide
computer network.

We call it Equi-Claims. And it's
simply the most advanced system
there is for processing group

insurance claims.

Here's how it works.

The Equitable
Real-Time Network

Equitable staffs each of its
Divisional Benefits Offices with
trained, professional claims
approvers. In each Equi-Claims
office, these approvers work at

video terminals linked to central
computers. Equi-Claims is an
on-line, real-time system that
provides us with complete

up-to-the-minute information
with a touch of a button.

A Built.In Fact File

The Equi-Claims computer
system contains all the
information the approver needs to
make a claim payment decision.
For example-

-Is this employee covered for
that claim?

-Up to how much?

-With what deductibles?

-What are reasonable and
customary charges in the
doctor's area?

It's all there in front of the
approver, making payment
decisions easier and faster.
Calculations are then performed
automatically, saving time and
assuring greater accuracy and
consistency than was ever before
possible.

And the check is in the mail

the next day.

The First is Still
the First

Equi-Claims is not the kind of
system that springs into being
full-fledged, overnight,
everywhere.

We dedicated ourselves to

building the most sophisticated
system of its kind-and then
refining it, improving it,
expanding its capability. Result:
Equi-Claims is operating
beautifully in every region of the
u.s.

Equitable wrote the first group
insurance policy in the U.S., back
in 1911. Now, seven decades later,
we're still the first in the industry
with innovative services to group
policyholders.

If ever there was a time to take a
look at the innovators at

Equitable, it's now. We were never
more ready to help.

Is)urrABLE) 5;;2ZC==

CIL,

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES
1285 Avenue of the Americas, New York, New York 10019

ogist, was trained at the University
of Southern California's Ethel
Percy Andrus Gerontology Center
and granted a certificate as a
preretirement program planner.

His 16-hour program includes
guest speakers, such as Social Secu-
rity Administration representa-
tives, and investment counselors.

Mr. Cable recommends com-
panies tap the knowledge of area
bank trust officers, for example, to
expand the program.

As long as the employees are told
they can go elsewhere for a ser-
vice, there's nothing wrong with
allowing a vendor to share his
knowledge of his services, Mr.
Cable said.

But be sure to review with po-
tential speakers what they intend
to tell employees to avoid surprises,
Mr. Cable advised.

The Fluor Corp. counselor, who
has led about 500 employees
through the program in the last six
years, also asks retired couples to
address groups.

"l choose those who are happy
and have a positive attitude,” he
noted.

Mr. Cable would like to expand
the program to begin financial
counseling for retirment at age 45.
At that age, children are graduat-
ing from college and it's an appro-
priate time for people to begin
planning their retirement income,
but many don't, he said.

"A lot of people at 55 to 58
haven't given it any thought," he
added.

Don Pellicano, manager of re-
tirement communication services
at Benefacts. Inc. in Baltimore, had
qualified agreement with Mr.
Cable's approach on one point: the
range of topics to be discussed.

The communicaton specialist
suggested that the discussion of
death can be depressing and inter-
fere with the message of "plan for
retirement.”

"Telling about pension benefits
and social security is just part of it.
You have to get them also to think
about what income they need to
live and a survivor would need to

live.”

A company with a poor pension
plan risks upsetting employees
when they discover inadequate re-
tirement benefits, he warned.

"Employees can get mad and
force a change (in the benefits),”
he noted. "Or at least they can plan
their own savngs."

Salaried and hourly employees
can be mixed into the same groups,
both speakers agreed, if the pen-
sion benefits are the same. It works
at Fluor Corp., Mr. Cable noted.

Mr. Pellicano suggests starting a
program for salaried workers and
then deciding if it should be ex-
panded.

Participation in the voluntary
counseling can be hurt by em-
ployee perception that the program
is designed to convince them to re-
tire. This fear seems to be dimin-
ishing with the increased manda-
tory retirement age.

A company conducting a pro-
gram to convince people to retire
will fail, Mr. Pellicano warned.

A 35% participation in the first
years of a program is not bad, Mr.
Pellicano said.

Word-of-mouth endorsement of
the counseling by alumni will
eventually improve the participa-
tion, he suggested.
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Rising medical costs scare Canada, too

By STEVE SHERWOOD

SAN FRANCISCO-Controlling
hospital and medicare costs will be
one of the most crucial problems
facing Canada in coming years,
says Guy Jobin, president of J &
HWF Inc., a Montreal consulting
firm.

Mr.Jobin, speaking to benefit
managers at the RIMS Conference
here, says Canada is spending in-
creasing chunks of its gross na-
tional product on health care. In

1971, $906 million went to medi-
care and $2.6 billion to hospital
services.

By 1978, these costs rose to $2.1
billion and $7.4 billion, respec-
tively, and are still rising.

"It will be one of the major prob-
lems facing us in the next five
years," he says. "Medical-related
costs are growing at a faster rate
than the population or the econ-
omy."

Canada’'s Health Insurance Plan

originally was designed to provide

100% coverage for all residents, Mr.
Jobin says.

This coverage is being eroded by
increasing costs, by the addition of
new, expensive services and by
doctors billing patients in excess of

fees set by provincial health com-
missions.

Health bills are paid on a cost-
share basis between the Canadian
federal government and the pro-
vincial governments, he says. The
federal cut comes out of general

taxes.

The provincial cut comes from
general taxes, payroll taxes or pre-
miums charged per citizen.

Quebec recently raised its em-
ployer payroll tax, through which
it funds its health care plan, from
1.5% to 3% because of increased
costs. Annual rates charged fami-
lies in Alberta, British Columbia
and Ontario are $255 and $480, re-
spectively.

Premiums are not charged in
Manitoba, New Brunswick, New-

Risk. Its real size depends on your perspective.

Are the risks thatyour business faces as big as you think? The specialists at
Corroon & Black will tell you and show you how to prevent risk. For the risks
that are manageable, our sophisticated techniques help forecast losses, measure
appropriate retention levels, and let us show you the best way to finance your risks.
It's an innovative, professional approach you'd expect from one ofthe
world's top business insurance brokers. So, contact us. We'll help cut your risks

down to size.

fr, CORROON & BLACK

%,) Puttinginsurante risks into perspective

Wall Street Plaza. New York. N.Y. 10005 - 212-363-4100

foundland, Nova Scotia, Prince
Edward Island or Saskatchewan.
Coverage under each provincial
health plan varies. Nearly all, how-
ever, cover anesthetics, diagnostic
services, obstetrie needs, oral sur-
gery, physical exams, psychiatric
treatment, surgical procedures and
use of hospital facilities free of
charge or for token payments.
Dental coverage is more varied.
A study by Mr. Jobin's firm shows
that Alberta reimburses 100% of
dental costs to residents over 65
years and up to $1,000 every two
years for others, British Columbia
reimburses 50 cents on the dollar
up to $1,400 to children 4 to 14 and

100% to persons over 65; Manitoba
reimburses costs of certain services

for children born between 1969
and 1974; New Brunswick provides
no dental coverage, and New-
foundland reimburses costs for
children up to age 13, with a $2
service charge.

There are other differences. In
Alberta, patients pay a $5 admis-
sion fee to hospitals and in British
Columbia, patients pay $5.50 per
day for hospitalization. Other
health plans do not charge for hos-
pital use.

Extra billing by physicians to
cover costs over fees set by provin-
cial health service commissions is
permitted in Alberta, British Co-
lumbia, New Brunswick and On-
tario if the extra fee is explained
before treatment. In Manitoba, Sas-
katchewan and Nova Scotia only
physicians not participating in the
health plan may charge extra. In
Prince Edward Island, physicians
may bill patients for the difference
between the set fee and that ap-
proved by the province's medical
society. In Quebec and Newfound-
land, physicians may not bill extra.

In five years
Canadians may be
paying 50% of
medical expenses

"As extra billing increases, this
means the plan is no longer one of
full reimbursement,” Mr. Jobin
says. "Extra fees are borne by the
individual, who cannot insure
against them or recoup them under
employee benefit plans.”

Five years from now, Canadian
citizens may be bearing up to 50%
of their medical costs by way of
doctors' fees, he says. "This would
go against the whole principle of
the Canadian Health Benefit
Plan.”

Higher salaries, more epensive
hospital equipment, more complex
treatments and a broader base of
services available through the
health plans have sent costs up, Mr.
Jobin says. "One of the reasons
pressure is increasing is that the
federal government has put a limit
on its own contribution, which is
roughly 50% of what the provinces
are paying. All this has happened
in the last couple of years."

The whole area of services has
been changing, increasing in scope,
he says. He predicts Canadians will
have to rethink what should be co-
vered, and they may have to cut
back.

"This is a hidden problem, but
one that will become more evident
as it becomes more serious," Mr.
Jobin says."l think people will
have to realize what health is cost-
ing and be willing to absorb it.
Health is an area in which we tend
not to want to compromise on
ecornormnay "
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LONDON ASSOCIATE
IS APPOINTED
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C. E. Heath & Co., Ltd..
one of the largest Lloyd's
broking firms, has been
appointed the London
associate of Assurex Inter-
national Corporation. The
appointment extends

Heath's full range of profes-
sional services to clients of
Assurex partners.

04,>v

(114*'9 FIv'.,

Jdia<,1 't4"i asdigh
yllit, '.121§; h:k n. vt'
nnirr -,it,yevic rd\, ,«.liM"pgp
tte.,ixes/ (tdaw'x ed:rfr
tg!v T flu . «:})3m, 1u'tb¥4,
:, r<i.Kgwei :Vil 11.iuhbkv feydxesy
*eft vill)Ev it(,11x 2'(;St'<1<' 1+413

, hr, hede ' 4'} ©de <x-,3/ swer:
A,j<4/4,1 r<kil v reby: um

1kkmok:-, hr,rg2il,e{1c

n.649/ve: .1>Vizv k Jx Yrfv,
fY: dc ix *t, : 2: r,hby<, Ix,5
n ir '"Auhb «e'« f. e,ived.' r-11

VA:*1v,.:s.:1:yhjxer 1, 4(Ifi:436
92:p J,u by{11 5(112111 Itv "(1< A
il i,kin lj: ,.-4, Rglf<Til,.,74 g_

Z,-cli,, Fr, pr fri: w<rly rtv.,
4>ht,|11". tist,ili.,3('1 9:,7,14%
If<t=.3<,4,b
>JF &4 >, Viiin)nm " 413
I':i,v,'iL' t,Ch u -.vhnei» tjv

TCHA-,,2. Dekri liihil Ev N

Y:94;b ,*Vel:.. red: ./: 1/31".1}1.
S- , X< *12 1:VV " ; hiicij'-" "1*e--1
-'yva: :set'i,;, f ve,n c.*.1 .kjhg'
.EIlLE":

n.-.: V&11, ¥velty .vdff:!-1 jev
iki:'.vid fgg, efty ,.'fJ: k
><:1,n," A.ia/ix ed,-rhar Ker,i u
hd. k t=,Il,r v:,0 d- o.}e.,in
91 1-""-ihju. 2. #:,» ....1:11vn

- ms'.

- No. 3

APRIL, 1981

Assurex International

President Cites Reasons
For Exceptional Growth
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continue to grow because of
new programs to improve
client services, and much
closer company rela-
tionships. We're committed
to finding creative ways to

represent companies and to 4 gfdfli

serve our clients. We have,
"over 4,000 6,:

men and women dedicated to

he concluded,

these goals.
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ASSUREX PARTNER
CONSOLIDATED PREMIUM
VOLUME continued its up-
ward trend through 1979,

and now exceeds $ 1.5 billion

annually. Since 1974,

Assurex has achieved a 37%

annual compound growth

rate.

MANY BELIEVE
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RISK MANAGEMENT

INSTITUTE TO
EXPAND SERVICES

With over 50 risk manage-
ment assignments com-
pleted for regional clients,
the Assurex Risk Manage-
ment Institute (ARMI) has
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services to this important

market segment.
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COLUMBIA SC
coLuUMBUS OH
DALLAS

ALBUQUERQUE '
ATLANTA
BALTIMORE
BILLINGS
BIRMINGHAM
CHARLESTON ,WV
CHARLOTTE NC

DENVER
DES MOINES
DETROIT
FARGO
CHICAGO w
'CINCINNATI *
CLEVELAND ,
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HARTFORD CT
HONOLULU
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mAT TIME IS
AT A PREMIUM

CcCoOoLUMBUS, O.-A billion
minutes ago, Mt. Vesuvius

erupted and buried the city
Pompeii (79 A.D.).

A billion seconds ago,
severe blizzards isolated
2,000,000 cattle and sheep
in the western U.S. (1949).

But a billion dollars ago
was just last August for
Assurex International part-
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Perpetuation Planning Newest

Addition To Comoration 's
Services To Shareholders

Assurex shareholders
have approved the establish-
ment of a Financial Consult-
ing and Planning Division
within the corporation.
Formed to provide Assurex
partners with unique perpet-
uation planning capabili-
ties, the division will be
headquartered in Columbus,
Ohio.
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PARTNER CITY INDEX
HOUSTON MILWAUKEE

JACKSON MSs
KANSAS CITY MOBILE
LITTLE ROCK

LOS ANGELES

NEW ORLEANS
NEW YORK
OKLAHOMA CITY
OMAHA
PARAMUS NJ
PHILADELPHIA
PHOENIX

LOUISVILLE
LOWELL MA
MEMPHIS
MEXICO CITY
MIAMI

MINNEAPOLIS 6&4*.

PITTSBURGH

PORTLAND ME
PORTLAND OR

SAVANNAH
SEATTLE 4,
TOLEDO
RICHMOND VA
ROCHESTER NH
RUTLAND VT

TORONTO

ST LoOulIs
SALT LAKE CITY
SAN FRANCISCO
SANJUAN

PLUS

{1= 'g .:

VANCOUVER B C
WASHINGTON DC
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79 partner Spotlight

FRED.C. CHURCH,
INC.

24 Merrimack Street

MA 01853
617/458-1281

Lowell,

DeJARNETTE &
PAUL, INC.

307 West Main Street

Richmond, VA 23220
804/648-2882

THE FRANKEL
COMPANY

Lieberman/Frankel Associates
Brinton Executive Center

1051 Brinton Road

Pittsburgh, PA 15221
412/244-7500

GENERAL

UNDERWRITERS,
INC.

730 Buhl Building
Detroit, Ml 48226
313/963-5240

McDONOUGH-
CAPERTON-
SHEPHERD GROUP

One Hillcrest Drive East

Charleston, WYV 25326
304/346-0611

THE JAMES B.
OSWALD COMPANY

1718 Bond Court
Cleveland. OH 44114

[AH Assurex

1NNIPG MANITOBA
INTERNATIONAL W...

6500 BUSCH BOULEVARD
CcoLuUMBUS, OHIO 43229

614-888-4869
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Brokers! - don't confuse activity with results

Are your current markets responding with the price, service, flexibility and innovaticn

you need to get that account . . .

We offer immediate quotes for

e up td $5 million individual AD & D

-

up to $25 milion per aircraft catastrophe
$25,000 per month disability income
voluntary AD & D and business travel accident
professional sports AD & D and disability

THE COMPANY

4»041Z2)*6 5 given

O=_—=—— "1 1 =1 = — 1L = 1 1 =/ "= O

kto/pom#d

131 State Street
Boston. Massachusetts 02109
617-367-3234 Telex 921712

Phd)enix Mutual

31 Hartford, Connecticut 06115

© 1981 Phoenix Mutual Life Insurance Company

. and keep it ? If not-call us !

THE TEAM
Ted Dipple

S:eve Lockwood
Candy Hallett
Kathy Connor
Debbie Di Gregorio
Kathy Bouras

Annie Keefe

Sendusthis tooth.

We'll sendyou the facts onthenew
Phoenix Mutual Group Dental Plan.

America's awareness of the importance of dental
care is at record heights and still growing. At Phoenix
Mutual we're a step ahead of that awareness.

We offer a Group Dental Plan that can emphasize
preventive care. A plan you can easily tailor to meet
your clients' needs. A plan that's cost effi-
cient for the small employer. All the things
that make our Group Dental Plan a wise
addition to a company's benefit package.

For more information, contact your
local Phoenix Mutual group represen-
tative. Or send us this tooth. We'll
tell you all about our new Group
Dental Plan. One more reason why

good ideas come in groups at
Phoenix Mutual.

Name

Address

C ity State

Gioup-Seles-Deparment

PhoenieMtia

into

- Hogg Robinson (Guernsey)
Ltd. has published two booklets on
captive insurance. Guernsey as a
Base for Captive Insurance and
Captive Insurance in Guernsey
are available free by writing to M.
J. Savage, director and general
manager, Hogg Robinson (Guern-
sey) Ltd., Provident House, Havil-
land Street, St. Peter Port, Guern-
sey, Channel Islands.

= A complimentary copy of the
weekly Smart's Insurance Bulle-
tin is available free from Darrell
Heppner & Associates, 1120 E. 14th
St., Suite F, San Leandro, Calif.
94577.

= The second edition of Workers
Compensation and Employers
Liability Experience Rating by
John R. Stafford features the Na-

tional Council on Compensation

Helélgrihartonfgour rew Group Dental Plan.

=Zip — —\v

6115

Insurance's workers compen-
sation experience rating plan
using illustrated single-state
and interstate calculations.
Descriptions on eligibility,
jurisdictions and experience
modification adequacy consid-
erations are included in the
publication. Cost is $8.25 pre-
paid, or $9.15 billed. For a
copy, write J&M Publications,
Box 338, Palatine, IIl.

= The first security journal
designed for corporate manag-
ers and data processing per-
sonnel, Computer Security
Journal, has been published
by Computer Security Insti-
tute. This new periodical tells
how a corporation can protect
its computer system. The first
issue of Computer Security
Journal features articles on
three software security sys-
tems, threat teams and estab-
lishing standards for operation
system security. Charter sub-
scriptions to Computer Secu-
rity Journal cost $45, $55 for
overseas delivery, for two
issues. To subscribe, write Pa-
tricia A. Redden, Computer
Security Institute, 5 Kane In-
dustrial Drive, Hudson, Mass.
01749

* |Is your umbrella coverage
water-tight? Rimeo's Manual
of Umbrella Forms and In-
terpretations details gaps in
coverage, cost, availability,
markets, limits, exclusions,
conditions, layer requirements
and premiums. Rimeo also
sends revised materials as de-
velopments occur. The cost for
the umbrella manual and up-
dates for one year is $95. To
order a copy, write Interna-
tional Risk Management Insti-
tute Inc., Suite 208, Building
IV, 10300 North Central Ex-
pressway, Dallas, Texas 75231.

- LABELMASTER has pub-
lished a 20-page, full-color
brochure featuring the new
signs and labels required by
the Environmental Protec-
tion Agency and the Depart-
ment of Transportation for
hazardous wastes and sub-
stances. To receive a free bro-
chure illustrating the prod-
ucts, write LABELMASTER,
7525 N. Wolcott Ave., Chicago,
1. 60626; 312-793-5100.

= The New York Free Trade
Zone and the New York In-
surance Exchange are covered
in a special issue of The Bul-
letin, the publication of the
New York Insurance Depart-
ment. The articles cover the
background and operation of
the New York Free Trade
Zone and the New York In-
surance Exchange, an analysis
of the Free Trade Zone regu-
lations, placing insurance in
the Free Trade Zone and man-
agement and progress of the
exchange. A free copy of the
bulletin is available by writing
to Library, New York Insur-
ance Department, Two World
Trade Center, New York, N.Y.
10047.

- M&M Protection Consul-
tants has issued a new booklet,
"The Supervisor's Role in
Hazard Control." Free single
copies are available from
James G. Perkins, M&M Pro-
tection Consultants, 222 S.
Riverside Plaza, Chicago, lll.
60606. Booklets also may be
ordered in quantities. Prices
for bulk orders are $1 each to
nine copies; 90 cents each; 10
to 49 copies; 80 cents each, 50 :
to 99 copies; 70 cents each, 100,
copies or more.



By JERRY GEISEL

WASHINGTON-The Sen-

ate has soundly rejected a pro-
posal to cut back automatic
cost-of-living increases for So-

, cial Security benefits.

2 The proposal, by Sen. Er-
nest Hollings (D-S.C.), would
have based Social Security
benefit hikes on increases in

, the national average weekly
wage whenever wages rise
slower than prices.

Sen. Hollings said the CPI
benefit indexing has to be
changed because "we're
spending it (funds) faster than
we're receiving it."

, But the Senate refused to go
along with Sen. Hollings, re
jecting the plan 86-12.

The Reagan administration
consistently has opposed any
tampering with the Social Se

curity benefit increase for-
" mula.

IRA limit

Rep. John Erlenborn (R-IIl.)
has introduced legislation
(H.R. 2882) to increase to
$2,000 from $1,500 the annual
limit a person may contribute

: to an Individual Retirement
Account.

Mr. Erlenborn’'s 1981 Em-
, ployee Retirement Savings
Bill also would allow employ-
ees in corporate pension plans
+ to deduct up to $2,000 for con-
tributions to an IRA or to the

. corporate plan.
Federal law now bars em-
4 ployees covered by a corporate
pension plan from setting up
'an IRA. In addition, employee
, contributions to a company-

sponsored plan are not tax de-
ductible.

Cotton dust

The Occupational Safety

" and Health Administration

will review a 1978 standard

that limits textile workers' ex-
posure to cotton dust.

The standard is under re-
' 2 view to determine if the cost
- of compliance outweighs the

possible health benefits, says

. OSHA chief Thorne Auchter.

Exposure to cotton dust has
been linked to brown lung or
byssinosis, a lung disease that

- can be fatal.

, The OSHA regulation limits

. workers to 200 micrograms of

cotton dust per cubic meter of
air in yarn manufacturing, 500
micrograms in textile manu-
facturing and 750 micrograms

' per cubic meter of air in slash-

, ing and weaving production

. over an eight-hour period.

Public pensions

About 90% of state and mu-
nicipal employees are covered
by pension plans, according to
an analysis by William M.
Mercer Inc.

As of mid-1979, employers
were contributing $6 billion
annually to fund the 6,630
public plans.

Like their private counter-
parts, most public plans re-
quire 10 years of service for
vesting. The pension benefit
usually is based on final aver-

College of Insurance

Registration for summer
classes of the evening division
of the College of Insurance
will be held Wednesday and
Thursday, April 29 and 30.
The first term runs May 4 to
June 25, while the second
term is June 29 to Aug. 14.

washington

age annual salary during the last
three to five years of employment.
About 75% of state and local em-
ployees are covered by Social Secu-
rity; the remainder have dropped

out under Social Security Adminis-
tration rules.

The threat of a federal law to
regulate public plans has en-
couraged some state and local gov-
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Senate rejects Social Security boosts

ernments to evaluate their pension
plans, William M. Mercer notes.
Florida and Texas, have passed
legislation establishing state regu-
latory oversight of all public plans.

OPIC nominee

President Reagan will nominate

Florida banker Craig A. Nalen to
be president of the Overseas Pri-
vate Investment Corp.

Since 1978, Mr. Nalen has been
director of Barnett Bank of Palm
Beach County, Fla. From 1975-80,
he was president and chairman of
STP Corp. of Fort Lauderdale,

A marine underwriter should
move fasterthan thecargo.

For shipments across the country, or around the world,
we work closely with your agent or broker to provide
prompt underwriting senice.

Our marine specialists are located in 63 offices around
the world. Theyhave the authority to handle most risks
on the spot. And they're backed by over 100 years of

marine experience.

But prompt undeiwriting is only the beginning of
MOAC service to risk managers. We assist in alfareas:
From loss control to recovery From sound, irnagina-
tive answers to your tough insurance problems to fast,

fair claims handling.

MOAC has the depth

If you're looking for responsive underwriting service on
anything from ocean cargo to inland marine, consider

MOAC.

For more information, contact your agent or broker. Or

use this coupon.

Mr. George S. Zacharkow

Chairman

Marine Office ofAmerica Corporation
a subsidiary ofThe Continental Corporation
80 Maiden Lane, New York, N.Y. 10038

I'd like to know more about MOAC.

Name

Company

Address

Position






TAKING ENERGY RISKS
APART TO FIND
NEW ANSWERS

Responding to the world energy crisis,
utilities and producers are moving forward with
innovative and far-reaching projects for energy
self-sufficiency. The magnitude of these efforts
brings correspondingly high levels of risk exposure.

INA, long familiar with the needs of this
industry, is developing new «insurance mecha-
nisms" that not only deal with these risks but
also enhance the ability of energy companies
to attract much-needed capital. In effect, INA
plays a far more significant role for its clients
than is normally the case with an underwriter.

As an example, INAs coverage of an un-
derground storage facility for liquefied natural
gas effectively indemnifies the client-before
construction begins-against such losses as col-
lapse of cavern walls, leakage or accidents with
new types of filling equipment.

These assurances are possible because
INA engineers, geologists, loss control and un-
derwriting specialists take part in actual pro-
ject-planning work. Their judgments and input
serve gs crucial factors in developing compre-
hensive builders-risk packages that protect in-
vestors ' funds even if a facility fails to perform.

In other worldwide sectors, from geother-
mal to nuclear, INA creates equally imagina-
tive and financially advantageous insurance
vehicles. They bring into play combinations of
property, liability and business-interruption
coverages-as well as self-insuring and «captive"
programs. In oil exploration, risks are most fre-
quently covered by pools and consortia in
which INA is closely involved.

INKs Energy Insurance Group can assist
you in developing practical solutions, innova-
tive strategies, new answers. For an informa-
tive booklet, or a proposal related to your
needs, write to John C. Morrison, President,
INA Special Risk Facilities, Dept R., 1600
Arch Street, Philadelphia, PA 19101.

INA

The Professionals in Insuring Energy Risks
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f Check us out . . .

96 Alarm Company Liability (including Errors & Omissions).
FL Security Guard Liability.

64 Police Professional Liability.

64 Municipal General Liability.

[Ef Public Officials Errors & Omissions.

1.800.531.7205 - 1.800-531.7224 - 1-800.292.5721 (Texas only)

Bayly, Martin & Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

datebook

APRIL 21-24. Third ASIS Telephone Security
Training Course in New Orleans, sponsored b>
American Scfiety for Industr:at Security, $415 foi
members, $€90 for nonmembers. Education anc
Seminar Pr<grams Depar-ment, ASIS, 2000 K St
N.W., Washington, D.C. 20006; 202-331-7887.

APRIL 23-24. Risk Management Seminar ir
Los Ar.geles (April 30-May lin New York City)
sponsored by The College of Insurance, $357. ThE
Cotege of Insurance, 123 William St.. New York
N.Y. 10038; :.12-962-4111

APRIL 24. Effective Safety Committees Se
mir.ar .n La Angeles, sponsored by the Interna
tional Safety Academy; $150. Also June 12 ir.
Cleveland. Registrar, ISA, 10575 Katy Freeway.
P.O. Box 19600, Houston, Tex. 77024; 713-932
9401

APRIL 25. Aviation Law Seminar in Newark.
DelL, soonscred by the University cf Delaware.
$25. Candice Dalrymple, Division of Continuini
Education, University of Delaware, Newark, Del.
19711,302-738-1171

APRIL 28. Employee Communciations, Com-
pensarion and Benefits Issues in the '803 Se
minar in Chicago, sponsored by The Wyatt Co;
$175. Robert Ellis, The Wyatt Co., Suite 5604
Ses rs Towei, Chicago, Ill. 60€06, 312-876-1616.

APRIL 30-MAY 1 Libel Litigation in New
York City, sponsored by the Practising Law Insti-
tute; $265. Practising Law Institute, 810 Seventh
Ave., New York, N.Y. 10019; 212-765-5700.

MAY 4-5. International Benefits Seminar in
Chicago, sponsored by Meidinger Inc., $50 two
days, $30 one day. Also May 11-12 in Boston. Ste-
phen F. West, Meidinger Inc., 2440 Grinstead
Drive, Louisville, Ky. 40204; 502-499-1240.

MAY 6-7. The Life Safety Code NFPA 101 in
Indianapolis, sponsored by the National Fire Pro-
tection Association; members, $195, nonmembers,
$220. Also June 8-9 in San Francisco, June 1546
in Dallas. NFPA, 470 Atlantic Ave., Boston, Mass
02210; 617-482-8755

MAY 6-8. Aviation Risk Management Course
in London, sponsored by Risk Research Group
Ltd., $680. Caroline Atkinson, Risk Research
Group Ltd., Bridge House, 181 Queen Victoria St.,
London EC4V 4DD; 01-26-2175.

MAY 6-8 Insurance Claims Supervisor Se-
minar in Des Moines, sponsored by the Defense
Research Institute; members, $160; nonmembers
$200. Anthony Karpowitz, DRI assistant research
director, Defense Research Institute, 1100 W.
Wells St., Milwaukee, Wis. 53233; 414-272-5995.

MAY 7-8. First International Political Risk
Management Conference in Washington, D.C.,
sponsored by The Wharton School of the Univer-
sity of Pennsylvania; $695 plus $85 registration,
company discounts available. Registrar, 14th
floor, University Conference Center, 360 Lexing-
ton Ave., New York, N.Y. 10017; 212-953-9022

MAY 12. Toxic and Hazardous Waste-The In-
surance Challenge Seminar in Chicago, spon-
sored by the Society of Chartered Property & Ca-
sualty Underwriters, suburban Chicago chapter.
No charge, reservations suggested, Edward L.

Page Jr., Park PM Corp., 300 S. Northwest Hwy.,
Park Ridge, lll. 60068.

MAY 13. One Day Benefits Briefing in Seattle,
Wash., sponsored by the International Foundation
of Emplo¥ee Benefit Plans. Also May 14 in San
Francisco; June 3 in Huron, Ohio; June 4 in
Washington, D.C., Aug. 6 in Milwaukee; Aug. 7
in Minneapolis. IFEBP, 18700 W. Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53005

MAY 15. University of Connecticut Centen-
nial Forum, "The Economic Issues of the ‘805,
Particularly as They Impact on the Life Insur-
ance Industry," in Hartford; $7.50. Center for In-
surance Education and Research, 39 Woodland
St., Hartford, Conn. 06105

MAY 17-20. The National Council of Self-In-
surers Annual Meeting in San Antonio, Tex.,
with guest speaker Sen. Orrin Hatch, sponsored
by the council; $250 for member $350 for non-
members. Mary Ann DeSanto, NCSI Administra-
tor, The National Council of Self-Insurers, 420
Lexington Ave., Rm. 2910, New York, N.Y. 10017.

MAY 17-20. Offshore Oil Drilling and Insur
ance Seminar in McAfee, N.J., sponsored by The
College of Insurance; $285 for sponsoring mem-
bers, $330 for others. The College of Insurance,

123 William St., New York, N.Y.10038; 212-961-
4111

JUNE 1-3. Linking up the Risk Manager in
Lincolnshire, lll., sponsored by The Risk Manage-
ment Institute, University of Dallas, will examine
how a risk manager fits into his/her organization;
panelists include consultants Richard T. Bergsund
and Arthur X. Deegan, Charles McDowell of the
Public Television Broadcasting System, R.L.
Whynot of Reliance Risk Management Inc., E.W.
Altstaetter of Rockwell International and Profes-
sor Bruce Evans of The Risk Management Insti-
tute, $795 for each risk manager; risk manager
supervisors pay $300 for first day and $150 for
each additional day. The Risk Management Insti-
tute. University of Dallas, Box 3685, Irving, Texas
75061

JUNE 1042. Techniques of Risk Management
Seminar in Chicago, sponsored by the Risk and
Insuranace Management Society; members, $295;
nonmembers, $395; additional participants attend-
ing with member, $175. Also Sept. 941 in To-
ronto, Canada, and Dec. 1446 in Charlotte, N.C.
Rebecca Zimm, RIMS, 205 E. 42nd St., New York,
N.Y. 10017; 212-286-9292

JUNE 14-17. Safety Engineers' 1981 Profes-
sional Development Conference in Salt Lake
City, sponsored by the American Society of
Safety Engineers; ASSE members, $275; $325 for
nonmemben ASSE, Education dept., 850 Busse
Hwy., Park Ridge, Ill. 60068; 312-692-4121

JUNE 15. The New Outlook for Hazardous
Waste Management Seminar in Washington,
D.C., sponsored by Booz, Allen & Hamilton: $750
Karen Smolens, Center for Management Re-
search (Briefing Coordinators), 850 Boylston St.,
Chestnut Hill, Mass. 02167; 617-738-5020

JUNE 1748. Reinsurance Management Confer-
ence in New York City, sponsored by Interforum
Group Inc.; $495. Also June 22-23 in Atlanta;
Sept. 1+15 in Chicago; Oct 5-6 in Houston, Oct.
28-29 in San Francisco. Interforum Group Inc., 68
William St., New York, New York 10005, 212-269-
2240

JUNE 23-25. Seventh Annual Benefit Plan Ad-
ministrators Institute in Chicago, sponsored by
Charles D. Spencer & Associates Inc.; $400.
Charles D. Spencer & Associates Inc., 222 W.
Adams St., Chicago, lll. 60606: 312-236-2615.

JUNE 28-JULY 1. Collection of Employer
Contributions Program in Lake Tahoe, Nev.,
sponsored by the International Foundation of
Employee Benefit Plans; members $360, non-
members $435. IFEBP, P.O. Box 69, Brookfield,
WWis. 53005; 414-786-6700. 1



comings & goings: buyers

Butler flies Cioci

up to higher post

Gerald R. Cioci has been
named vp and treasurer of Butler
International Inc., based in Mont-
vale, N.J. Mr. Cioci, who most re-
cently was treasurer at Butler, is
responsible for the firm's insurance
functions and is executive vp of its
reinsurance company in Bermuda.
He joined the firm in 1973 as credit
manager and was promoted to as-
sistant treasurer-financial adminis-
tration. Before that he held various
management positions at Gulf &
Western Industries, Borden, Fed-
eral Paper Board and Englehard
Industries. Mr. Cioci has a bachelor
of business administration degree
and a master of business adminis-
tration from Fairleigh Dickinson
University, is a member of the
Risk and Insurance Management
Society and is on the faculty of
Fairleigh Dickinson.

James Strunk, former risk
manager for the city of Everett,
Wash., has been named risk man-
ager for the Puget Sound Insur-
ance Authority in Seattle. In this
newly created position, he will be
responsible for developing, imple-
menting and administering a risk
management program for a newly
formed insurance pool for nine
cities. He has a master's degree in
public administration from the
University of New York at Al-
bany.

Moore International Corp. in
Portland, Ore., has named Michael
Force to the new position of vp-
legal and risk services. Mr. Force,
who reports to company president
George Weaver, will be responsi-
ble for risk management at the
firm's six plant locations and serve
as counsel. He has a bachelor's de-
gree in business administration, a
law degree and is working toward
his ARM designation.

Vincent A. Oliva, formerly as-
sistant vp and manager of insur-
ance and risk financing at Irving
Trust Co. in New York, has joined
Marsh & McLennan as an account
executive. Irving Trust has not yet
replaced him. Mr. Oliva joined Irv-
ing Trust in 1972 as assistant insur-
ance manager, was named assistant
secretary in 1976 and assistant vp
and manager in 1978. Before that,
he was an underwriter and claims
representative at Reliance Insur-
ance Co. Mr. Oliva graduated from
the College of Insurance and be-

longs to the New York Chapter of
RIMS.

Paul F. York, 31, has been
named director of risk manage-
ment for The Penn Central Corp.
in New York. He leaves National
Semiconductor Corp. in Santa
Clara, Calif., where he served as
director of corporate insurance.
Mr. York holds a bachelor of arts
degree from the University of New
Hampshire and a master of busi-
ness administration degree in fi-
nance and risk management from
the University of Georgia.

Barbara J Dailey, 36, is director
of industrial relations for Cosco In-
dustires Inc. in Spring Valley,
N.Y., a new position created in
January to oversee risk manage-
ment, employee benefit manage-
ment, leases, patents and trade-
marks and personnel.

She was personnel manager and

was promoted to her current posi-
tion at the same time Edward Sin-
Ott joined the company as risk
manager, as previously reported.
Ms. Dailey reports to executive vp
William Downey,

We would like to report on staff
changes in your risk management
or employee benefit department.
Just drop a note to Business Insur-
ance, 740 N. Rush Street, Chicago,
m. 60611 or call 312-649-5482. We
would also like to receive pictures
of the people.

Uusniess ZNJUTance, April 10,

{Commanications' ...

1 Handbook
1

At last, here is an informative handbook for making
benefit communlcatlons more effective!

Successful step-by-step techniques are revealed to
increase e Eloglee mterest understanding, appreciation and
prudent u f benefits.
Written by award-winning creative director Dennis
Hommel, this concise manual tells how to evaluate available

media, select a communications consultant, plan an effective

creative strategy, determine true costs and execute mes-

sages dynam|cally

It also gives tips on how to gain management approval
for an ongoing communications budget, and much more.
Truly a valuable guide for any Benefit Manager.
$20.00, P&H and sales tax included. 30 day money back
guarantee. D&S8 rated firms may send P.O., others must
include payment. No CODs.
UPGPublications Division, Dept. 812, Box 700, Redwood City, CA 94064.

When your Special Risk

cals for 1 .

call on the» i <c 31

AmMmerican since 1912.

38 offices nationwide

550 offices worldwide

ZURICH-AMERICAN INSURANCE CO#PRES

SCHAUMBURG, ILLINOIS 60196
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Allstate tops Umbrella Book test

NEWPORT BEACH-A leaky
umbrella policy will not provide
the maximum protection you need
on a rainy day in the risk manage-
ment department.

But if the umbrella is under-
written by Allstate Insurance Co.,
Liberty Mutual Insurance Co., Gi-
braltar Casualty Co. or Northum-
berland General Insurance Co.,the

cover is more loss-resistant.

The basic umbrella liability poli-

cies sold by these four insurers .

were judged as the best in overall
coverage and superior to the poli-
cies of 66 other insurers by a major
independent risk management
consulting firm.

The purpose of an umbrella is to
provide broad excess coverage,
points out James A. Robertson,
C.P.C.U., editor of The Umbrella
Book published by consultants
Warren MeVeigh & Griffin in
Newport Beach.

"If a policy is cluttered with a lot
of confusing restrictions, that pur-
pose is defeated.”

Mr. Robertson gives insurers
high marks for clear expression,
but wordy, contorted policy lan-
guage is often a clue to restrictive
coverage. Insurers that make poli-
cies difficult to interpret earn the
industry a bad. name, he adds..

The rankings of 70 umbrella
forms published in the March, 1981
supplement to The Umbrella Book
continues a practice begun by the
consultants last year. The group
grades umbrella policy forms on
the basis of specific coverage
strengths and weaknesses.

Grades are assigne by Mr. Ro-
bertson with associate editor Jon-
athon K. Fish after analysis and
comparison of umbrella forms sub-
mitted by insurers andbrokers.

"We discuss our results to try
to be sure we've been fair to every
company and consistent in evalua-

tion of policy terms," said Mr. Ro-
bertson.

Forms are evaluated on the basis
of three chief criteria, explained
Mr. Robertson-clarity of lan-
guage, number of policy restric-
tions and presence of ambiguities
that could give rise to coverage dis-
putes with policyholders.

After the analysis, policies are
assigned to one of four categories:
umbrellas with best overall cover-
age terms, umbrellas with minor
correctable defects, umbrellas with
easily corrected major defects and
umbrellas with major defects not
easily corrected (see chart).

The most striking change in this
year's evaluations is the plunge of
CNA's umbrella liability form
from the top category in the last
analysis into the cellar.

One reason the form was named
to the "best overall” category last
year is that it carried a separate in-
suring agreement stating that um-
brella coverage followed underly-

ing primary coverage. But now
CNA has introduced conditions

that dilute and confuse that clear
statement, the editors, say.

New limitations may make the
CNA umbrella more restrictive
than the underlying primary pol-
icy, but the old insuring agreement
obscures this change. The result is
that a policyholder might think
following form , coverage is in-
cluded when it is not.

The biggest problem with the,
form would arise if it is excess of a
primary claims-made policy, said
Mr. Robertson. Less critical prob-
lems might crop up if CNA were
excess of an underlying occur-
rence.

Guaranty National Insurance Co.
also tumbled out of first place into
the second category after reverting
to a standard umbrella form.this
year. Until recently, Guaranty'Na-
tional used a policy similar to

CNA's old form with the desirable
insuring agreement that provides
following form coverage.

Guaranty National also changed
its definition of "occurrence" to
cover only accidents-a flaw that

could be quickly fixed with an en-
dorsement to extend the definition

to include all events.

Both Allstate and Liberty Mu-
tual forms were top-rated last year
but Northumberiland General In-
surance Co. and Gibraltar Casualty
Co. are newcomers to the consul-
tants' analysis. This is the first year
their forms have been reviewed.

Both forms earned editors' praise
for clear wording and -minimal re-

strictiveness. The Gibraltar Ca-

sualty policy has only four exclu-

sions.

"Seldom do you find umbrellas
with fewer than six or seven,"” said
Mr. Robertson.

Gibraltar Casualty may not offer
more liberal underwriting, said Mr.
Robertson, but they start out with a
cleaner basic form. Restrictons
that may be added later stand out
because an endorsement will be at-
tached.

"It's an honest approach to pro-
viding coverage," he said.

Most companies put many more
restrictions in the basic form
where they tend to be buried. In-
surers will eliminate those exclu-
sions for a price. But standard lan-
guage in the printed policy doesn't
call attention to itself. Onerous
terms are likely to be overlooked
by the broker and buyer, he adds.

Alistate's policy has the best def-

inition of persons insured among
the 70 forms analyzed, said Mr. Ro-
bertson. "Best" means degree of
benefit or scope of coverage from

the policyholder's point of view, he
clarified.

Liberty Mutual was again in-
cluded in the top grouping, largely
on the strength of its definitions of
personal injuryand property dam-
age. The personal injury coverage
is unique, Mr.. Robertson expal.ned,
because it includes but is not lim-
ited to specific perils named in the
policy.

Forms with minor defects that
are listed in the second category
can be corrected with extra care
and attention by the insurer and
broker, noted Mr. Robertson.

Payments for defense costs

INcrease

under a Home Insurance Co. um-
brella reduce the limits available
for liability judgments and settle-
ments, for example. But this prob-
lem can be cured by increasing the
total umbrella limits.

Forms with maj6ér defects are so
severely restricted or poorly
worded as to make coverage un-
certain, said Mr. Robertson. The
third group contains listings of
forms whose major defects can be
corrected by simple endorsements
to the policy form.

In the cellar category, however,
the forms are so defective that cor-
rections are impossible. A defi-
ciency in the named insured defi-
nition or a key insuring agreement
may be repeated throughout the

form.

Some contracts in this category

urEmployee

BenefitPackage
Without

Increasing Costs



contain so many separate restric-
tions that they provide less cover-
age than standard primary liability
policies, the editors say.

Attaching a bundle of modifying
endorsements to a bad basic policy
confuses coverage even further.
Because of the difficulties in re-
solving such ambiguities, it is prob-
ably better to seek a more gener-
ous, coherent umbrella from an-
other insurer, says Mr. Robertson.

Although the umbrella rankings
are intended to guide buyers to the
broadest and clearest available pol-
icy terms and coverages, they do
not address the issue of value re-
ceived per premium dollar spent.
Some insurers, for instance, may
offer narrow coverage, but also
charge a modest premium.

The Bituminous Casualty In-
surance Corp., listed in the third
category, is an example of a com-
pany that made a deliberate deci-
sion about where it wanted to be in

the market, notes Mr. Robertson.

The coverage isn't as broad as some
policies, but the form itself is writ-
ten in plain, easy-to-understand
language.

Confusing language in umbrella
policies results from widespread
plagiarism of forms within the in-
dustry, the editors say. Some con-
tracts are actually cut out and re-
pasted together from other insur-

ers.

Five fold-out charts accompan-
ying The Umbrella Book show spe-
cific coverage provisions contained
in individual policies. The color
charts make over 9,500 form com-
parisons on 138 specific coverage
items including defense provisions,
definitions and limits and exclu-
sions.

The Umbrella Book, in its sixth
year of publication, is a generally
recognized reference tool-for
agents, brokers and risk managers
negotiating liability policies. It is
also used by reinsurers to check
policy terms and conditions. .

A voluntary employee-paid benefit program penruts
employees to complete their personal insurance
programs by adding to basic employer-provided

benefits.

Voluntary programs are important to employers
because employers have become increasingly
concerned about the erocling effect rising costs and
inflation have had on employer-paid benefit
programs. And they have turned to voluntary benefit
programs to help their employees supplement their

coverage.

And they can be important to employees because
they provide an opportunity to customize employer-
provided benefit packages at group rates.

Voluntary is the kend

If you're current with the direction employee
benefits have taken in the past few years, you know
voluntary programs are now the trend. Chiefly
because many employees want to customize their
employer-provided benefit packages.

But it's important for you to also know that AlLife
and its affiliated companies have offered voluntary
employee benefit programs for some twenty years.

It seems we're the trendsetters in voluntary coverage.

What This Means to Employers

Since we have been in the business of group
voluntary benefits for over two decades, our
advanced understanding of the technicalities of
voluntary programs enables us to offer products,
service and systems refined over our years of

experience.

And we're by far the leading company offering plans
on a global basis. Your needs can be serviced locally
whether you have 5 employees in Des Moines or you

ailife

A Member Company of American International Group
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Grading the Umbrellas

Best Overall Coverage Terms
Allstate Insurance Co.
Gibraltar Casualty Co.
Uberty Mutual Insurance Co.
Northumberland General Insurance Co. (Toronto)
Minor Correctable Defects
California Union Insurance Co.
Guaranty National Insurance Co.
Home Insurance Cos.

Integrity Insurance Co.
St. Paul Fire & Marine Insurance Co.
Major Easily Corrected Defects
Aetna Casualty & Surety Co.
AlU Insurance Co./AIG
American States Insurance Co.
Bituminous Casualty Corp.
Centennial Insurance Co.
Central Mutual Insurance Co.
Central National Insurance Co. of Omaha
Chicago Insurance Co./
Interstate Group-Fireman's Fund

are a worldwide Fortune 500 company with headquarters
in St. Louis and variable benefit requirements in Tokyo,

Rads, Rio or any other location in the world.

What This Means to Employees

Employers do an admirable job of providing benefits

appropriate to basic needs. But the needs of a 26

secretary are quite different from those of a 51 year old
sales executive with a wife and three children to care for.

Most employees are grateful for the opportunity to
customize their individual insurance coverage to meet
personal and family requirements. Especially at group
rates made possible through their employer's volume

purchasing power

Employees may want to customize their programs with
valuable protection including group life, medical, high
limit accidental death and dismemberment, group travel,
individual or group pension and whole life insurance.

Expertise from a Single Source

Our companies market group voluntary benefit programs
through our unique Group Management Division (GMD).
GMD provides a single source of expertise for all brokers,
employers and consultants. And, as a division of

. American International Group, we're able to provide our
over 5,000 domestic and international accounts with the

most responsive service in the world.

Ifyou'd like toenhance yourcompany's beneht

program without increasing your costs. mail the coupon

below to Mr. C. C. Gamwell 111. Vice President

American International Life Assurance
Company of New York

Group Management Division
70 Pine Street. New York. New York 1027}

Please send me nic,re information on Group Voluntary

Benefit Plans.

I'm interested in: E Group Life Il Medical

El Aeridental Death & Dismemberment

0 Group Travel El Individual or Group Pensions
O Whole Life

Name Ville

Company
Address
City

State =i

Chubb/Pacific Indemnity Group
Comstock Insurance Co./ Fremont
Continental Insurance Co.

Crum& Forster Cos

Delta Uoyd's Insurance Co.

Employers Insurance of Wausau
/Wausau Insurance Cos.

Fireman's Fund Insurance Cos.

First State insurance Co.

Gerling Global General Insurance Co. (Toronto)

Great American Insurance Cos.

Gulf Insurance Co.

Harleysville Mutual Insurance Co.

Hartford Insurance Group

Indiana Insurance Co./ Crum & Forster

Industrial Indemnity Co.

Insurance Co. of North America

Interstate Fire & Casualty Co./
Interstate Group-Fireman's Fund

JEVCO Insurance Co. (Toronto)

Lexington Insurance Co./ AIG

Watch plans
iIN Mmergers

NEW YORK-Hospital mergers
and increasing costs of Social Secu-
rity are two critical problems fae -
ing benefit managers for hospitals
and heath care fields groups, con-
sultants say.
with

Faced benefir

mergers,
managers should "avoid the danger
of going toward the highest com-
mon denominator in benefits," said
year old William M. Mercer senior consul-
tant Charles Blanksteen.

"IN a merger you have the
chance to fix and mend every-
thing. And you have the chance tc
alienate key employees, which is
something you don't want to do,’
Mr. Blanksteen said during a se-
minar for health care executives.

"You're going to have to con-
sider everthing. Make sure those
leaving are treated fairly and those
staying are receiving adequate
compensation.”

He suggests asking how they feel
about various parts of the benefit
packages.

"You'd be surprised how people
feel about benefits,” said Mr.
Blanksteen.

"Communications will be the
biggest issue of all. You're going to
have to explain all the new sys-
tems to people,"” said Mr. Blank-
steen.

Social Security presents another
key decision for benefit managers.

With cost projections for Social
Security at 25% of payroll in just
one generation, nonprofit groups
such as hospitals are considering
opting out.

"This is probably the single most
important decision you will make,"
Ethan Kra, assistant vp at Mercer,
told hospital administrators. "Opt-
ing out of Social Security is a deci-
sion that is irrevocable.”

Increasingly, he and others ex-
plained, hospitals are giving the re-
quired two-years' notice to opt out,
and use that time to study its feasi-
bility.

Key questions that should be ex-
amined are: whether a replace-
ment will cover all areas Social Se-
curity does, such as retirement,
Medicare, disability, survivor ben-
efits, lump sum death benefit and
cost-of-living adjustments.

"You need to quantify and qual-
ify the risks involved. The issues
are complex and the decision is
enormous. The whole hospital must
opt in or out,"” Mr. Kra said.

Quantification should take into
account: the economy-interest
rates, salary increases, productivity
and inflation, demographics, mor-
tality rate, disability, morbidity,
salary levels, new entrants, retire-
ment age, marriage rate and de-
pendent children, legal environ-
ment and revenue sharing benefit
level changes and tax changes. -
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he transition from impoited oil to
new domestic energy sources is cre-
ating enormous challenges-social,
political, technological, and commercial. Not
the least ofthese is the challenge to insurance
brokers with clients in the business of provid-
ing energy It will cost at least $100 billion in
current dollars to equip the domestic syn-
fuels industry, according to a leading energy
company executive. But unless the risks can
be managed, the investments will not be
made. "Weare not goingto expose assets that
are uninsured," the same executive said.
This $100 billion investment will be an
additional burden. Existing capital expendi-
ture programs are already running at $75
billion a year to meet the demand for new oil
exploration, enhanced recovery systems,
and new refinery capacity for heavy crudes.
Energy companies and their risk man-
agers look primarily to the insurance broker
to help with this enormous and unprece-
dented increase in the value of assets at risk.
The broker must provide energy companies
with all oftherisk-management alternatives,
including the transfer of risks to insurance
markets. The broker's most important func-
tions will be threefold: developing and pro-
viding access to new insurance capacity,
developing new coverages to attract that
capacity, and providing loss-control and
environmental-protection services which

will be essential to minimize risks and make

those coverages available.

T Insurance capacity

Where are the new sourced of capital
to provide the huge catastrophic coverages
that will be needed? Captive insurance com-
panies and association insurers will play a
role. New American insurance exchanges
will also make a contribution later in this
decade if regulatory impediments are re-
moved. But the most important source of all
will be the international insurance markets.
American capital will not be sufficient to
builda vastnew industryandtoinsure it, too.
Energy executives are well aware of this.
"We view the broker primarily as a source of
entrance into the world insurance market-
place," one ofthem recently commented.

Brokers must therefore have strong re-
lationships with the worldwide underwriting
community in order to reach the sources of
capital and introduce the new coverages that
will be required. New organization and new
concepts will have to be developed, but the
brokerage industry has met such challenges
before. The needs of the nuclear-power in-
dustry led to the creation ofspecial insurance
syndicates, reciprocal self-insurance pools,
and industry-owned mutual insurance com-
panies, all through the efforts of brokers,
underwriters, and industry. Today, the nu-
clear industry needs insurance capacity in

still greater amounts and in forms responsive
to its particulartechnological characteristics.

Merely finding new capital sources is
only the beginning. Completely new cover-
ages will have to be designed to attract this
capital into the markets at acceptable pre-
miums. This will require informed risk anal-
ysis of all types of new energy installations.
Obviously, processes as diverse as coal gasifi-
cation, coal liquefaction, and direct combus-
tion cannot be lumped togethen The
exposures they create vary enormously 'lhr
sands and oil shale also present different
problems. as do solar installations, solid
waste conversion, biomass processing, and
tidal and wind-powered systems. To serve

Risk management in the
eighties: an exploratory review
by Marsh & MelLennan

This message is the first in a series dealing
with major issues likely to affect the risk-
management process in the 19805. Vast and
rapid changes are taking place in our eco-
nomic, political, social, and technological
environment. We plan to focus on the impli-
cations of these changes for risk-
management clients and on the specific role
of the insurance broken Our purpose is to
provoke constructive debate. We have solic-
ited and received opinions from a number of
corporations and underwriters on these
subjects which we intend to share with you
in this series. If you would like to send us
your views, we will be pleased to add them
to the comments we already have.

Write to: Mn Philip J. Brown, Jr.,
Executive Vice President, Marsh &
MelLennan, Incorporated, P.O. Box 839,
Radio City Station, New York, N.Y. 10101.

their clients in these areas, brokers will have
a greater need for loss-control and risk-
management talent than ever before.

he growing need for special-.
ized talent

Insurance capacity alone will not be
enough. Unless it is available to energy com-
panies at premiums compatible with profit-

ability, the huge investments needed for

energy independence will not be made. Loss-

that risk-analysis and loss-control specialists
can evaluate any new installation, operation,
or process as a whole, rather than as a ser-es
of disconnected technical problems.

Brokers will therefore have to make
important investments in the training of spe-
cialists to provide the risk-management and
technical services which their clients will
require. It will be more necessary than ever
that we "speak our clients' language," and
this effort will have to be made at a time when
shortage of technical talent will be aggra-
vated by the increased planning and opera-
tional demands ofthe entire energy industry.

nvironmental concerns

Asset-protection, though vital, is

only one of the insurance problems
posed by the drive for energy independence.
The inevitable environmental impact will
also place heavy demands on insurance ca-
pacity, new coverage development, and loss-
control resources.

Certain forms of environmental liability
insurance are dependent on engineering sur-
veys conducted before coverage is provided.
But energy companies and their publics must
be assured that the environmental risks can
be managed, or the installations will not be
built. So input from brokers with extensive
environmental engineering experience will
be essential through all the stages of design-
ingand planningany new energy installation.

The increased need for risk-analysis,
loss-control, and insurance-brokerage skills
will have an impact on every field of energy
industry activity, from ocean floor to outer
space. New marine coverages will have to be
developed for tidal and ocean-thermal sys-
tems. Oil-rig "life insurance" is also a proba-
bility Energy-collection by satellite will pose
totally different problems.

ummary: the challenge for
the insurance broker

To solve the risk-management prob-
lems of this energy transition era, a broker
must have, and must continue to develop,
certain major strengths in serving its clients:
- Broad access to international insurance

markets to obtain the needed capacity.

control engineering is therefore a sine qua . thnical capabilities: both to develop new
izmt. Risk-management specialists will have insurance coverages and to provide loss-
to be involved at the earliest possible stages control services.

when new installations are being planned and - Environmental knowledge and experience.

c Al e—= 1Icgrnac i _

— Depth of professional talent to meet the

Implementing the risk-management ap- challenges that lie ahead.

proach in any field calls for the broker to have

Recognizing these needs is a.first step.

strong teams ofspecialists in many engineer- Meeting them will take imagination, careful
ing disciplines. To meet the future needs of planning, and sustained effort. At Marsh &
clients in the energy industry, these teams McLennan, we are confident that both the
will have to be enlarged and strengthened, so talent and the resources will be found.

Marsh &

MCI ennan

®© 1981 Marsh & McLennan, Incorporated






Talking benefits

Teamwork shapes description

By Michael Clive

"In the event of any discrepancy between
information set forth in this summary
plan document. the official plan document

shall govern.”

oes.that.clauss. ook familige?. It

claimer," it's widely used to guard against
the supposed perils of plain language in a
summary plan description (SPD).

Unfortunately, it doesn't work. The U.S.
Dept. of Labor has said the disclaimér is
valueless when a participant is denied
benefits that might reasonably be ex-
pected according to an SPD.

The disclaimer is just one of the myths
still plaguing benefit communications. -
ERISA's communications regulations, like
much else in the act, set minimum stan«
dards that benefit plans must meet. For
fiduciaries and plan designers, the conser-
vative approach, following the minimum
standards to the letter, is most economical.
But applying this approach to communica-
tions can lead to disaster.

The problem lies both in the regulations
themselves and in the way corporate com-
municators have chosen to comply. For
example, the regulations skirt the issue of
readability, mandating "language calcu-
lated to be understood by the average plan
participant." Considering the complexity
of some plan provisions, that might seem
like a tall order. But it allows much more
latitude than many state laws that set nu-
merical standards of readability or restrict
the vocabulary insurers may present to

consurners.

Plan communicators rarely take advan-
tage of this flexibility. Instead of creating
a style that really fits provider, participant
and plan, they use "calculated" language:
short words, short sentences, and short on
creativity. Where the regulations provide
examples of acceptable language to protect
the participant, such as the ERISA "rights

statement” or informa-

tion on legal process,

most SPDs quote verba-
T i rwm _

They treat this infor-
mation first by eclipsing
plan features and bene-
fits behind legal rights,

administrative details

< and precautions in case

things go wrong.

IKTED
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If benefits have the potential to improve
the employment relationship-and they
do-then effective communications are
the most important tool in achieving this
potential. Like cash compensation, bene-
fits are one way a company can tell em-
ployees they are valued.

But there is a lot more to the benefits
message than just numbers, and it won't
come across unless a clear, credible "voice
of the provider"” presents the plan in a
positive way.

How? SPDs should follow readers’ real-
life needs and interests. There are only
two moments when plan participants will
take the initiative to read an SPD: when
first learning about a plan, and when they
have specific questions about their bene-
fits.

The SPD may never be your first choice
for reading enjoyment, but its style should
enhance readability and reference utility.
It should have an attractive look and crisp
writing. And the total effect should link
the benefit with the organization provid-
ing it. A consistent, recognizable voice can
forge this link, uniting separate plan de-
scriptions as part of a single, valuable
compensation package.

Who should write and design the SPD?
In most cases, there is no single person
qualified to do the job. Legal and actuarial
consultants can only "translate" language
into simpler vocabulary and shorter sen-
tences. Professional writers can anticipate
the participant's point of view, telling the
story with greater impact, but they can't
often cope with the technicalities of the
plan. In fact, writing legal documents to
meet consumers' needs is a major new spe-

cialty known (though misleadingly
so) as language simplification.
Benefit communications lie within
this specialty, but it .has not yet
gained wide acceptance in writing
summary plan descriptions.

Many administrators feel once
the lawyers, unddrwriters and ac-
tuaries have done their jobs, the

financially pruduent course is to save the
cost of communications consultants by
doing the SPD in-house. Where there is
no alternative, careful planning can help
avoid the usual weaknesses of the home-
made SPD.

Remember these methods:

= Create a task force with one member
for each major area of responsibility: legal
sufficiency, plan administration and par-
ticipant advocacy.

- Plan for at least three drafts, allowing
two weeks or so for review and revision
between each.

= Limit the task force to their areas of
responsibility. Avoid free-for-all contro-
versies on writing style, graphics or tech-
nical points.

- Foster a sense of teamwork. Set up a
problem-solving method that defuses con-
flicts through group interaction and famil-
iarize the task force with the process.

One successful approach gives the par-
ticipant advocate the primary role in
drafting. The advocate is best selected
from the personnel or communications de-
partments. The task force then reviews
each draft. It's a sizable commitment of
time that doesn't end when the SPD goes
to press. Creating follow-up communica-
tions and media for feedback takes still
more time and expense.

In the face of that kind of commitment,
the minimally compliant approach can
look awfully attractive. But the expenses
hidden in effective plan communications
far outweigh the savings.

How much? Start with short-term dol-
lars, the costs of more-frequent updating
and refinement needed because the SPD
was less than professionally-prepared.
Then add the incentive value lost because
the SPD failed to show benefits in the best
possible light. If that's not enough, con-
sider what just one participant's "unpleas-
ant surprise” could cost in court. .

Michael Clive is a vp with Lister Butter Inc.,
a New York consulting firm.
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Pooling work comp

Group risk retention
offers benefits, pitfalls

By Keith C. Kakacek

Nationally, assesiations.are finding

ployeee benefits and is expanding steadily
to other risks.

The "law of large numbers" first headed
to the forefront in the purchasing of group
employee benefit insurance coverage. The
move received its initial thrust from
groups that provided employee benefits
such as life and disability insurance and
medical and dental coverage to members.

The initial entries into the_group-spon-
sored self-insurance arena were fostered
by the lack of regulation of these lines of
coverage and ready access to stop-loss cov-
erage.

Spurred on by initial successes, associa-
tions throughout the country have turned
to state legislatures to modify workers

Keith C. Kakacek, CPA, CPCU, ARM, is pres-
ident of Rimco Inc. in Dallas.

compensation laws to allow for the group
pooling of risk, too. To date, the states
which currently allow or are in the pro-
cess of reviewing self-insurance through
association pooling are: Arkansas, Florida,
Kentucky, Louisiana, New York, North
Dakota, Georgia, Virginia, Alabama,
South Carolina, Maine, Michigan, and llli-
nois. The results are causing undercur-
rents in the remaining states.

Even in states that have not yet ap-
proved self-insurance, similar benefits
may be possible through other funding
mechanisms such as captives or fronted
plans. Smaller firms, previously barred
from risk retention because of their size,
are now organizing. By banding together,
the pools offer attractive alternatives such

as:

Occupational disease

expands worker risk

By Z'ev Kronish

Workers' Compensation and
Work-Related llinesses and
Diseases

By Peter S. Barth
with H. Allan Hunt

The MIT Press, 28 Carelton St.,
Cambridge, MA 02142

391 pp., $27.50

coupational disgase is.fhe stepchild.of

have an immediate impact, but illness
often escapes notice because it takes time
to unfold and become evident. It is diffi-
cult to trace or pinpoint to the workplace.

This book succeeds in depicting why
coverage extension has been a hassle. The
task of convincing board officials as well
as employers that many illnesses originate
in the workplace has been uphill all the
way. Against the backdrop of "excessive
claims,"” Mr. Barth has a difficult case be-
fore him, for compensation officialdom
fears abuse by employees and even by
doctors.

Only a-few years ago, a guide to work-
ers compensation claims warned examin-
ers to beware of "so-called heart cases,"
which "rest on speculative grounds.”

This overlooks the complexities of occu-
pational disease. States increasingly recog-
nize responsibility for this condition, but

this doesn't diminish the barriers to effec-

tive administration.

A maijor goal of workers compensation
is to avoid drawn-out arguments. In an ac-
cident, the circumstances and extent of in-
jury are not too difficult to evaluate but
the imprecise nature of disease compli-

cates matters.

Z'eu Kronish is in the claims department at
National Health & Welfare Mutual Life In-
surance Assn. His reviews Of management
books appear regularly in BI.

S lelm™ )

Adding to the complication is that dis-
ease control is a mixed bag. Industry ac-
cepts changes in manufacturing processes
when they are found to be viable, but
these improvements account for small
progress in the wake of a fresh breed of
hazards as business expands into other
fields.

Compensability might depend on sev-
eral factors, such as initial exposure and-
medical background. Because medical
knowledge is limited, there are pockets of
ignorance about the variables which im-
pact iliness. Claims that might prove valid
are automatically disallowed by arbitrary
time limits. Labor mobility compounds the
confusion.

There is, however, a trend to liberalize
"discovery period" rules as recognition
mounts that occupational disease doesn't
easily fall into the standard concept of
time limitations. The lag between injury
and the extent of the damage typically
confounds efforts to simplify the insur-
ance procedure.

But in illness, the issues are more baf-
fling.

Observing that "few physicians special-
ize in occupational medicine,” Mr. Barth
explains that this hampers efficient diag-
nosis. Respiratory ailments pose a special
problem: zeroing in on silicosis, a wide-
spread condition, is a matter of trial and
error. X-rays don't tell the full story, yet
in some cases, this is considered a valid
test.

Misdiagnosis frequently occurs because
occupational diseases appear as ordinary
impairments to the untrained eye. Keep-
ing track of the extent of occupational dis-
ease is in itself a problem. The data is not
reliable because it's incomplete.

Commenting on the OSHA reporting

- Interest on reserves. It is common
knowledge that interest on workers com-
pensation claim reserves are not included
in rates Today. this lost profit opportunity

has substantial impact on the cost of bene-
fits.

Individually, smaller employers can-
not get a self-insurance plan which would
make these reserves available. However,
collectively, a pool can generate sufficient
volume to benefit participants.

» Tax deductions. A pool can meet In-
ternal Revenue Service requirements for
deductions. This is highly unlikely with
individual plans. The smaller employer
can gain some of the same cash-flow ad-
vantages available to larger operations uti-
lizing offshore captives.

system, the author observes that it will
miss diseases with long latency periods.
Critics may complain about the bureau-
cracy of OSHA, but it doesn't go far
enough in disclosing key facts about ill-

The dilemma of occupational disease is
exemplified by treatment accorded heart
diseases. The liberal approach is to recog-
nize that an existing condition or normal
illness can be appreciably, if incidentally,
aggravated during the work routine.
Progress is slow because medical finds de-
pend on elaborate research that can take
years.

The issue of occupational disease is

* Group purchasing discounts. By pool-
ing premium and developing a "pot" large
enough to encourage competition, services
such as claims, engineering, and reinsur-
ance can be purchased on a volume basis
with discounts of 10% to 15% on standard
premium.

= Strong underwriting control. The
program can be strengthened by utilizing
a board of trustees to review underwriting
requirements and administration, along
with claims and loss control. Risk manage-
ment techniques can produce loss ratios
better than those currently found in rate-
making.

But pooling is not without its disadvan-
tages:

- Joint liability pool members must
usually agree to be jointly and indivi-
dually liable. This extension of liability
creates a bond to ensure members live up
to their responsibilities.

- Adverse selection. Often,’ the first

firms within an industry to call for pool-
Continued on page 36

caught betwixt and between the need to
expand coverage and the inclination today
to reduce corporate expenses for insur-
ance. Is it reasonable to expect anything
these days but a stiffening of attitudes? In
a period of recession and inflation, cost
containment is sure to hinder a sympa-
thetic ear to the author's plea for liberaliz-
ing the workers compensation system.
Ironically, Mr. Barth points out, some-
times employees as well as employers are
reluctant to admit that industrial hazards
exist when to do so jeopardizes jobs and, of
course, business. In these circumstances
the sudden threat to income takes prece-
dence over long-range fears over health. .
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Employers can do more than just fire

By Kenneth P.Shapiro

Firing, T erminating, Qutrlacing, No.matter.bow its

leasing employees who no longer fit the organizational
environment. Even in the best of circumstances, separa-
tion often induces guilt and strains relationships.

Recently, our personnel professionals have developed
a program known as career continuation.

In it, practitioners emphasize the positive aspect of
separation, stressing that an employee's release is not
the end of a career, but actually can be a forward step
which the releasing employer can share with the em-
ployee.

In our experience, there is evidence that:

Kenneth P. Shapiro is a up for Hay Hug-
gins & Co. and a partner of Hay Associates
in Philadelphia. His column on manage-

<Z ment appears monthly in BI.

= Over 80% of all career continuation candidates re-
ceive from one to three job offers within four months of
release.

- The average candidate accepts an offer after about
three months in a career continuation program.

* More than 60% obtain job offers with higher salaries
and more responsibility.

+» The average salary increase is 29% or more.

Although the reasons for release may vary, most fired
workers share an understandable level of uncertainty,
depression and fear of an inability to market their own
skills.

The career continuation process helps them cope
with their emotions, retain their sense of dignity and
learn new job-seeking strategies. Here is how a typical
program works:

= Career continuation professionals consult with the
employee's superiors. If release is unavoidable, advice
will be given about handling the separation interview.
- Immediately following the interview, the career coun-
selor meets the released employee and encourages the
venting of feelings. Immediate problems are discussed

and suggestions and advice are given.

- The candidate attends a seminar with others in

his position. The seminar leader encourages a positive
approach. During this process, the leader attempts to

match candidates with counselors.

= The candidate and counselor meet several times to
develop strategies. Working together, they clarify ca-
reer objectives, identify job markets, improve market-
ing skills, prepare resumes, develop contact networks
and sharpen interview skills.

+ Psychological testing identifies intellectual and per-
sonal strengths and weaknesses as well as areas of spe-
cial interest.

+ Consultation in salary negotiations and guidance in
assessing and accepting job offers are included.The can-
didate is given access to extensive library and research

facilities.

career continuation program not only helps indi-
rl viduals, but also benefits an organization by im-
proving morale and public relations, by reducing the
likelihood of legal problems and by relieving some of
the guilt felt by management and thus enhancing the
organization's ability to make timely personnel changes.

Court denies coverage for recovered sight

At issue in this

ca before the
J<-led
preme Cou
whether the term
"irrevocable loss of sight"” in a group
health policy was ambiguous when vision
could be substantially corrected by a con-
tact lens. The court ruled the language
was unambiguous.

James Crim was covered under the

group policy issued by The National Life
& Accident Insurance Co, Accidental cov-
erage included a one-half benefit for
bodily injuries resulting in the loss of sight
of one eye.

Mr. Crim sustained an eye injury that
left him with 2/200 vision in his right eye
after surgery.

However, with the aid of a contact lens,
his depth perception was essentially nor-
mal. National denied coverage for the ac-
cidental benefit. Mr. Crim sued and won
in the trial court.

On appeal, National argued Mr. Crim
did recover the sight in his right eye and,
therefore, he had not suffered a loss
within the clear and unambiguous policy
language. Mr. Crim argued that irrevoca-
ble loss of sight did not consider correction
of lost eyesight by the use of an artificial
lens. The court concluded the language
was not ambiguous because the fact that
vision might be recovered through medi-
cal treatment or naturally does not ex-
clude recovery by artificial means. Crim
vs. The National Life and Accident Insur-
ance Co., Missouri Supreme Court, Sept. 9,
1980, rehearing denied Oct. 15, 1980
(BI/04/A.-$5).

Exclusion applicable
An exclusion in
a liability policy
released an in-
surer from de-
fending a suit
arising out of a breach of contract, the
Louisiana Supreme Court ruled.

A manufacturer insured its employees
under a Blue Cross group health insurance
policy. An employee applied for the insur-
ance; subsequently, his wife was hospital-
ized. When the employee discovered Blue

al briefs

Cross had not yet processed his appliga—
tion, he allegedly resigned.

The manufacturer sued Blue Cross al-
ledging negligence in processing the pol-
icy and contending a skilled employee quit
as a result of that negligence, causing a
loss of production. Blue Cross was insured
under a liability policy of Aetna Fire Un-
derwriters. This policy excluded coverage
for loss of use of tangible property that
had not been physically injured or des-
troyed because of Blue Cross' delay in or
lack of performance in any contract.

Blue Cross tendered the defense of the
manufacturer's suit to Aetna. Aetna re-
fused. A trial court ruled in favor of
Aetna, but was reversed by an interme-
diate court.

The state Supreme Court upheld the
trial court, concluding Aetna had no duty
to defend. The court said Aetna's duty to
the manufacturer arose from the contract
between them and it followed that any
damages the manufacturer claimed to
have suffered resulted from Blue Cross’
failure to comply with its agreement.
Cute'-Togs of New Orleans vs. Louisiana
Health Service, Etc., Louisiana Supreme
Court, July 8, 1980 (BI/01/M.-$5).

Incontestable clause
An incontest-
able clause in a
group life insur-
ance policy did
not prevent an
insurer from contesting eligibility require-
ments, according to a Georgia appellate
court.

Federated Life Insurance Co. issued a
group life insurance policy to employer
members of a hardware association that
elected to enroll their employees under
the plan. Only full-time employees, de-
fined as working 30 to 40 hours per week,
were eligible for coverage.

David Schulman had been listed on the
monthly premium billing as an employee
of Dux-Mixture Hardware & Supply Co.
until July 1977, when his name was
crossed out as having died in June. There

was a dispute as to whether Mr. Schulman
was a full-time employee because he also
owned and operated a separate hardware
store. Apparently, Mr. Schulman actually
ceased working for Dux three to four
months before his death. His widow filed a
death benefit claim, which Federated den-
ied. She sued and lost in trial court.

On appeal, Federated agreed the incon-
testable clause prevented it from challeng-
ing the validity of the policy on the
grounds that Mr. Schulman was not a full-
time employee because the policy had
been in force 10 years at the time of his
death. But the insurer argued it was not

precluded from disputing Mr. Schulman's
eligibility because it was undisputed that
he had ceased work three to four months
before his death. The court agreed that
Federated could insist upon the eligibility
requirements. Schulman us. Federated
Life Insurance Co., Georgia Court of Ap-
peals, April 8, 1980, certiorari denied,June
11, 1980 (BI/O1/F.-$5).

These abstracts were pepared by Cases Un-
limited Inc. Copies of an entire decision may
be obtained bv sending a check for $5 made
out to Cases Unlimited to Business Insur-
ance, 740 N. Rush St., Chicago, lll. 60611.
Please list the number for each opinion.

Workers comp pooling

Continued from page 34

ing are the worst risks. This situation can
be a devastating experience if not
avoided. Once the trend has been set, it
may be impossible to reverse.

- Administrative time. The commit-
ment will require more administrative
time, and management must become in-
volved.

- Specialized
Many timef, associations are lulled into a
false sense of security by consultants or
brokers who oversimplify the whole pro-

management ability.

The concept is outlined as "a panacea,"
but trustees and professional staff often
take on responsibilities and duties for
which they are ill-equipped. If consid-
ering an association, follow this game
plan:

* Realize the uniqueness of your legisla-
tive environment. Each state has created
rules and regulations specifically covered
within the enabling legislation. This legis-
lation must be studied. It is never appro-
priate to utilize a plan formalized and im-
plemented in a neighboring state. These
plans may show pitfalls and highpoints,
but should never be used as blueprints.

- Don't generalize. In each association,
the body of risk inherent in the operation
creates a whole new problem. It is related
to the members, the level of staff sophisti-
cation the commitment by officers, the
operations of the members themselves,
and applicable state law.

« Survey the membership.The design of
the survey and information will be devel-
oped in response to the particular hazards
and risk profile of the association.

- Perform feasibility studies. This step

is probably the most important. The study
should be done by someone who will not
provide services. The association should
require that anyone who performs a feasi-
bility study agrees to not provide services
or insurance for five years.

« Design program and services. Once it
seems feasible to move ahead, the admin-
istration and risk-bearing potential of the
pool can be established.

« Design requests for proposals. The re-
quest for program proposals will be com-
prehensive and designed specifically to
meet the objectives of the group. Once the
program is in effect, the Achilles' heel lies
in the association leadership. Trustees wiill
be responsible for the direction of the
program. Personnel, hired internally or
on contract, will control it. In either case,
the association must provide safeguards.

The leadership must be able to screen
members and assist in the underwriting
process.

If the association attracts a broad mem-
bership, the program is much more likely
to succeed.

It also must be strong enough to elimi-
nate poor performers. Sound under-
writing requires identification and elimi-
nation of bad risks. The rating mechanism
must also reward good risks and penalize
the bad.

The leadership must also be prepared to
crack down on delinquent premium pay-
ment.

The most difficult problem is the stabil-
ity and cooperation of members. There
must be a formal communication channel
between all members in the pool for com-
plaints and details. It is crucial to program

success.
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Seattle brokerage realigns top executives

Victor Parker elected president
and chief executive officer for
Parker, Smith & Feek Inc., Seattle
insurance bro-
kers. John N.

Zefkeles elected

executive vp

and chairman of

the executive 14
connnnittee; l)on-

ald L. MacLane

named vp-pro-
fessional ser—
vices; Dennis
Westover ap-
pointed vp-com- Parker
mercial operations, and John Tra-
cey named vp-personal services
and employee benefits.

Daniel R. Giles has joined
Emett & Chandler in San Fran-
cisco as senior vp.

Barbara Giberson Ausherman
named managing general partner
of The Giberson Insurance Agency
in Alton, Ill. Ms. Ausherman will
become principal owner of the
firm. Dudley F. Giberson will
continue as executive partner.

Patrick T. Meagher joined
NOVA Reinsurance Brokers Inc. in
Chicago to handle facultative rein-
surance for ceding companies with
whom NOVA is associated.

Gale W. Tenney and Marilyn
Micare joined the employee bene-
fit division of the Robert F. Driver
Co. in San Diego, Calif. The two

are life and health underwriters

who will head a new employee
benefits communication service.

Insurers

American International Un-
derwriters, a division of New
York-based American Interna-
tional Group Inc., has appointed
Frank J. DeFini manager of the
casualty management department.
He will be responsible for all as-
pects of primary casualty lines for
AlU worldwide and AIG foreign
general subsidiary and affiliated
companies.

LeRoy E. Kennedy elected
president and chief executive offi-
cer of the Mil-
waukee-based $9
Northwestern
-National Insur-
ance Co. He suc-
ceeds William

.D. McGinn,
who was named '

executive vp of -00,

the Armco In-

surance Group

INnc., parent or—- -
ganization of Kennedy
Northwestern National Insurance
co.

George Naslund named loss-
control manager in the San Bruno,
Calif., branch of Western Employ-
ers Insurance.

Raymond Goossen named vp
and William L. Plander elected
assistant vp in the underwriting
department of Omaha Indemnity
Co., Mutual of Omaha's prop-
erty/casualty insurance affiliate.

Bruce D. Barton and James A.
Faichnie were each elected to the
position of assistant vp of The Lin-
coln National Life Insurance Co.,
Fort Wayne, Ind.

Norman Humphries, director
of international operations, Hart-
ford Steam Boiler Inspection & In-
surance Co., has been elected an
officer of the company. In addition
to his responsibility for develop-
ment of international business, he
will have assignments involving
special risk and projects in the un-
derwriting department.

M. James Hawkins, former as-
sistant manager of the Pacific
Ocean marine division of Fire-
man's Fund Insurance Cos., ap-
pointed marine secretary and divi-
sion manager. Dennis E. Arnold
and Clarence J. Costa Jr. ap-
pointed assistant vps of the Fire-

comings & goings: industry

man's Fund and its subsidiary, The
Excess & Special Risk Market Inc.

Richard J. Spross joined the
Harleysville Insurance Cos. as
claims supervisor of the Philadel-
phia service office, Harleysville,
Pa.

Gilbert C. Hubbell appointed
senior underwriter by Fremont In-
demnity Co. in the Sacramento di-
vision's hew property/casualty de-
partment

Donald L. Olson, Bituminous
Insurance Co.'s branch manager at
Omaha since 1974, will become
branch manager at the company's
St. Louis office. He succeeds Jack
Gabler, who has been St. Louis
branch manager since 1969 and is

entering the agency segment of the
induitry. Jean Lee, regional multi-
line underwriter at Bituminous'
home office in Rock Island, Ill.,
will succeed Mr. Olson as branch
manager at Omaha.

Lester R. Lockwood promoted
to director-group pension planning
staff in Prudential Insurance Co.'s
group pension office in Florham
Park, N.J.

James E. Hayes and Donald R.
Kurtz elected executive vps of The
Equitable Life Assurance Society;
Ralph R. Verni promoted to sen-
ior vp.

Delores A. Clancey and Guy D.
Herring of Wausau Insurance Cos.
appointed to new positions. Ms.

Clancey is now
vp of the group

claim adminis-

tration depart-
ment of the Em-
ployers Life In-
surance Co. of
Wausau in the
home office and
Mr. Herring is
regional vp of
the company's
Indianapolis re-
gional office.

Clancey

Other suppliers
Norman R. Minor has been
named managing partner of Com-
pensation & Capital Inc.'s new
New York office. Mr. Minor was
formerly employed with Johnson
& Higgins as vp and member of the

employee benefits management
committee.

Consolidated Group Trust, a
Framingham, Mass.-based firm
providing employee benefit plans
for thousands of small businesses
nationwide, has announced three
appointments:

Holyoke L. Whitney, chairman;
Woolsey S. Conover, president,

VP.

Adrian N. Baker Il named
president of the newly formed Ibex
Corp. in St. Louis. Lewis B. She-
pley, formerly a senior partner of
Bryan, Cave, McPheeters & MeRo-
berts, elected executive vp and
chief operating officer. Ibex Corp.
will provide corporate planning, fi-
nancial analysis, economic consult-
ing and analysis of investment

Forcocagr —arwan= _ -

SPECIAL RISK MARKETING

Insurance for large industrial and commercial risks including but not limited to the following classes:

Property

- Difference In Conditions

« Fire and All Risks deductible programmes
-for completed properties and Builders

Risks

Contact: Jeffrey Ross

Daniel Monnin

Casualty

= Umbrella Liability - Excess Automobile
Liability o Primary and Excess Products and
General Liability = Directors and Officers
Liability = Professional Liability - Specific

Excess Workers Compensation - Self

Insurance Programmes « Securities Act Liability
- Excess Hospital Malpractice Liability

Contact: Milton Tack

Vincent Puccio

NEAL, LLOYD 8610 INCORPORATED

ff af

SUITE 6101 . SEARS TOWER 233 SOUTH WACKER DRIVE « CHICAGO, ILLINOIS 60606 - (312) 876- 0700 « TELEX: 25-4713 CABLE ADDRESS. NEALOYD
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NOTICE OF DISCLAIMER
OF ASSOCIATION

NOTICE IS HEREBY GIVEN THAT ST. PAUL FIRE AND MARINE
INSURANCE COMPANY, 385 WASHINGTON STREET, SAINT PAUL,
MINNESOTA, IS NOT IN ANY WAY ASSOCIATEDOR AFFILIATED
WITH AND HAS NEVER IN ANY WAY BEEN ASSOCIATED OR
AFFILIATED WITH, THE FOLLOWING:

COMMODORE GENERAL INSURANCE COMPANY LTD.
ALAN BEAR ( NEW YORK)
C. WAYNE LITCHFIELD (OKLAHOMA CITY)
M. R. DASS, (MIDDLESEX, ENGLAND)
ALVIN HARRELL (ADDRESS UNKNOWN)

ALL INSURANCE AND REINSURANCE COMPANIES, BROKERS,
AGENTS AND OTHER THIRD PARTIES ARE HEREBY PLACEDON
NOTICE THAT THE COMPANY LISTED BELOW DISCLAIMS ANY
AND ALL RESPONSIBILITY FOR, OR LIABILITY ON ANY FACU-
LATIVE REINSURANCE, REINSURANCE TREATY, POLICY, CER-
TIFICATE, BINDER OR ANY OTHER DOCUMENT OF INSURANCE
OR REINSURANCE, OR ANY OTHER BUSINESS OF ANY KIND
WHATSOEVER, PURPORTEDLY TRANSACTED IN ITS NAME OR
SIMILAR NAMES, OR ON ITS BEHALF BY THE ABOVE LISTED
COMPANY; ANY OF ITS OFFICERS, EMPLOYEES OR AGENTS; OR
ANY OF THE INDIVIDUALS NAMED ABOVE.

ST. PAUL FIRE AND MARINE INSURANCE COMPANY
385 WASHINGTON STREET
SAINT PAUL, MINNESOTA 55102

Reinsurance consultants

edit data

NEVW YORK-A new source of
financial statistics and commentary
on the sometimes mysterious mar-
ket of alien insurers and reinsurers
is heading for the presses this sum-
mer.

Two reinsurance consultants
preparing International Insurance
Financial Service say their product
will solve some of the mystery in
dealing with alien reinsurers and
insurers and lay their financial se-
curity on the table.

Michael Miron and Robert VW.
Daum Jr. are betting there are
enough insurance companies, rein-
surance intermediaries and mul-
tinational corporations willing to
pay over a thousand dollars a year
for the service that, they say, is the
only one of its kind.

Multinational corporations need
financial information on the insur-
ance companies protecting their
properties around the world.

"A big overseas construction
program has lots of direct place-
ment of layers of liability and the
risk manager needs financial in-
formation on who's accepting the
risk," says Mr. Daum

Insurance buyers who want to
know more about the reinsurers on
their risks would be able to look up
a company's financial report and
read an analysis of the company

Where is Greenwood, Indiana®?

The LEADING Benefit Consultants and Administrators know!

So do the LEADING Agents and Brokers!

WHY? Because of our diverse, competitive and expanding

portfolio of products and services.

| Stop Loss Insurance for Partially Self-
Funded Groups - down to 10 Lives

» Group Life 6 ADGD
Regular and Stop Loss

« Catastrophic Disability Insurance

| Stop Loss Insurance for Self Insured
Employee Berefit Plans - 25 Lives or

more

Lump Sum Payments for PTD
up to $ 1,000,000

Monthly Benefits up to $20,000

Aggregate
Specific

| Kidnap and Ransom Insurance

Catastrophic

| Blanket Bonds for Backs and other Finan-

| Stop Loss Instrance for Self-Funded LTD

ciol Institutions

| Professional Athletes' Coverage

| Management Services for Self-Funded

Teams

Employee Be 7efit Plans

Individual Players

| Reinsurance Services

| Errors 6 Omissions Coverage for

Consultation

Claims Administrators
Data Processors

Attorneys

Actuaries and Pension Consultants

Treaties Ploced
Automatic or Focultative

Individual or Group
Life or Health

FOR MORE INFORMATION ON ANY OR ALL OF THE ABOVE, CALL OR WRITE:

STEVEN P. STUCKY, C.L. U.

Senior Vice President-Marketing

BROUGHER AGENCY, INC.

Lloyd's London Correspondent
P.O. Box 485

Greenwood, Indiana 46142
(317) 888-3531/TWX 8102602230

on alien insurers

products & services

written by the two reinsurance
veterans whose combined reinsur-
ance market experience totals 60
years.

Financial statements on foreign
insurers are not always readily
available and when they are, they
are sometimes outdated, printed in
a foreign language or use different
reporting standards than those
used in the United States, Mr.
Miron explains.

Another difficulty is the differ-

ent standards used to evaluate

assets. Asset evaluation is critical to

determining a company's security,
which is usually based on a com-
parison of a firm's written net pre-
mium to its capital pr surplus.

A three-to-one premium-to-sur-
plus ratio is the standard used in
the United States, but Japanese
companies write insurance at ratios
of 20-to-1 and 30-to-1 because they
hold their stocks at cost rather
than market value, Mr. Miron says.

Editorial comments accompany-
ing the financial statements will be
based on market information sup-
plied by International Insurance

Financial Service's network of cor-

respondents around the world.

The comments will include ex-
tracts from the companies' annual
reports with information on
changes in management and other
key personnel.

Unlike Best's, the financial re-
porting service on U.S. insurers,
International Insurance Financial

Service will not rate the com-

panies.

Major reinsurance buyers and
intermediaries have security com-
mittees to evaluate reinsurers, but
the procedures are costly, says Mr.
Daum.

"Everyone in the U.S. has done
something on their own to solve
the security problem,” Mr. Miron
says. "We're trying to do it for a
number of people.”

Insurers profiled will be those
most frequently appearing on the

Schedule F section of major U.S.
insurers’ financial statements.

International Insurance Finan-

cial Service also intends to provide
information on reinsurers operat-
ing in such markets as Bermuda,
where financial information is not
in public records.

"Companies who want to accept
international reinsurance are pre-
pared to release financial data on
request,"” Mr. Miron contends.

The "plain vanilla" financial re-
porting service will cost subscrib-
ers $1,250 per year. Messrs. Miron
and Daum will also offer more
comprehensive services custom
designed to clients' needs at nego-
tiated prices.

Persons seeking additional infor-
mation about the service can con-
tact Insurance Management Group,
One Landmark Square, Stamford,
Conn. 06901; 203-357-7169.

Umbrella plan

A new commercial umbrella
program for retail stores, small
business houses and apartment
building owners has been an-
nounced by MBC-Colby Associates
Ltd. in New York.

Coverage is offered to retail
businesses with up to $1 million in
sales or less than 50,000 square feet
of space.

Policies are written with a single
limit of $1 million. Underlying re-
quirements for auto liability and
general liability are $300,000 com-
bined single limit. Minimum pre-
miums are as low as $300 annually.

The only exclusions in the policy

are aircraft, E&O, D&O and
professional liability.

For more information, con-
tact MBC-Colby Associates j
Ltd., Box 5009, 200 Garden
City Plaza, Garden City, N.Y. f
11530; 212-343-118 or 516-248-
1188.

Fire detectors

Detector Electronics Corp. '
has introduced a new micro-

module line of fire detection

systems especially for areas
where panel space is limited.

A micro-module controller
requires a quarter of the space '
of conventional units, which
makes it ideal for offshore oil
and gas platforms or pipeline
pump and compressor stations,
the company says.

The controller handles up to
16 fire detectors in eight sepa-
rate zones and monitors each
for optical integrity, wiring
defects and faulty conditions. 1
For information, contact
Detector Electronics Corp. at
6901 W. 110th St., Minneapo- f
lis, Minn. 55438; 612-941-5665.

Inflation guard

J.H. Ferguson & Associates ,
Inc., a surplus lines under-
writing manager, is offering a
an inflation guard endorse-
ment for all jewelry floaters.

Under the special policy,
losses are adjusted to replace-
ment value, subject to a 12%
increase in value per policy
vear.

The policy is written in
three-year terms with set an- ,
Nnual installments based on the ’
values at the time the policy is
written. The value of the
items covered may increase as'’
much as 40% with no premium
increase.

Total value for personal in-
land marine coverages under
binding authority contracts is
increased to $125,000. A quali-
fied appraisal is required at
least 45 days before the policy

is in effect.

Equipment policy

Commercial Union Insur-
ance Cos. has a new contrac-
tors equipment policy.

It is available to contractors,
public works departments and
private industries with heavy
equipment.

The policy covers owned or
leased heavy equipment and is
available in all-risks and

named-perils versions.

AN automatic extension of
coverage to new equipment,
equal to 25% of the policy
limits but Nnot more than
$100,000 with a 45-day report-
ing clause.

AN automatic waiver of de-
preciation for insured partial
losses, which are not more
than 20% of the item's actual
cash value, also applies.

For more information, con-
tact a local independent agent
who represents CU or call
Commercial Union at 617-725-
6000.

Limits doubled

Armco Underwriters, Arm-
co Insurance Group under-
writing managers, is doubling
limits for umbrella liability
coverages to $10 miillion. .



13 ' bit#11£,5, M.N,or,re AMI] 13 1481

Ariz. court allows 6 bad faith' claims suit

HI<)ENIr —71 [
Flc Nit Col, . . "™ rvt-d ,
41.1 LictibLav
lit.ilth InS111<1 41,,

irk .. "1 hc T

21,1 th 111
a4al,i w1
The mil , .5 8 1[,Ner *)tilt

R*,»i mane Nol,le J

arA 1

it 1,% fi.1.('4;fred
bhe .vas vn 1 A < ed to vbtain
medical care 52Cause of dress re-
lated lo the ease, she charged
Insurance companies rl-ould not
hw ults 'v, ten they
o 1 1,, financial
01, i.ulty and enlotion*J stress, ar-
gued attorney. for ihe woman

lowa OSHA

DEb MOINES-Th, 5.-upa-
tional S.e ' 4 Health Administr. -
tion ((19' 1, .9 approv, 4 feve, 1
0,1 011, LI' -te low'B Le lub
alth , 'id. 1 that,
among o, h-1 'langes B111 1, quire
ro:love- Diotection on farm equip-

rn. ni and the preservation of
8.:). ker medical records

-t>

Also or.,lered are new Hrt,1 2,
.09l to
=1 -

frilits i

ISO sues state

i-1. """ ANE- 1 nt

bervitta (.

Incw ance

es” it will 1 4,

Wvor -,+ '

ae; " a

Penn. hikes rates

" :
11]lit
" dull 152 ,

tinnjt 1=

1. ile! inr

1 f "+ licil

., 1 2dcM

E>.it 1"\ A"/ .1 A=
11 1, -(H/

Cc.11,1 111 1QIiliIth K 1(

1,

s
3 {lin-
111

.1 Dil._ .41 14,

Y ‘e

014 'fi1 99,

iz e

Awards increase

- 1 Work comp losses

(LAA .irid th f ,,,.UIt 1. liliN 11(td.111
111C1 Lilt/ i lutd] C
1((-% .md 11, 1 \UN 4(111(11Clith shi I.' .1,-1 ., ht.I'1
11.<VE 1 {=imp 1971 Vr fat 4 1,41 1i-11 |
*1f1151 .<Ttl.liter'lts U.li.1 Am 1. 1,111(1 11*, 4 }1.1\ e m.kill i, 5.9 ()% | ,it .il, %, 1.t.ite Oflithilf 011, 11111

' 1771 i' " Hilht O, It G

. tor ti.

around the states

1t} C ji trd. It flut
Tnt1 +1"111 0 e 1,1 1

(IR Yth'

$30,000 award .

ittt )1 fi <t .

Nd—-A t..1 , 61 .

9 1 kK

' A, lit:™ ri I[ il .1t 1 5- 111 | AN Q@ N |
dil.1 111G 4 Moo, 1,
u.£ th, 111

ward \li-in : 1
11 1) 6.1

| 1.2 11e]1¢a "
lii., iii. hecil <, Ti.ndul .

iaa 27T 1 -
th, 111111/, 1 1/11 (17 Lt 1. 1
Lit ,1[ 11 11( a1 ,- 1, - \ 1 I\1,: 1, 11

fi ft-*> 1 , .t the Dect.,1 Te p.,1 1lici., 1.

11,
:C El

1 . &11,en,- *1 //ESES 1 1 [ oo TN B B | Lo 1

SN = V7

I rk, -2 4

O, " .2%

4PM '2."

. ST 22"

4 *Sts» aFS Tte ... "
'Eft/<rhAl .4 t *47 -

*1<.1& Y- 4©'-0 -

AN 1 A= ACO-Pi ' L. } NG - Y
t.litv . 4 ', die Up lit | , rt lla, I ) 3<|f|g|,18 - _ B _
b.it" he di + 112 is W.ill, irty'le
0/1/ 11 T N N

1 il - d | 1» a *
= 1., 1, 1=t =3
111 ks tr] 14,11 iffls 346, it
Lic vz o th ' -, 1,,).1, 1 .
M 111 4,1, + 1, - - T o B

1111 tur<”,. 0
1567<1,111-6

sur =

ij, det, 1,>e, h

, cases i "N,
B S | LsesS in ie

T
IS LR e leak licts in-

L'V (rilt-
m1 10 1 1.n L
ag .wisin 1479

July verd rts often *re appe,O, d

New Mercer office

O, "1 1,1 Mr, ror Inc has rric,ed

loe.. fiere '= 51 Banb ." n

., tice, ....te.- 2 -ers
. i -, f actinrial *

11 -

& 1

s, e B AN

Ne™ -4 ‘chest(-1 ed,un-

rcs

— —=-

A4.JF- # I-#F#-il -1h

t2f

1., » --Or -4,

/1 f/»>U41€F/11, 41"

11

114t <11 [) ;11111 d .hi
1, 1,11 rdk..,1,1(d ©O,1 1 11-
ittuL. In .liti, rinint 1 1 ILL; 41.2>UI-

. A L<.th tht, NilIi.Ail Li<,11.-
A .limtli, 1 1 (uurt#r, nij

in—
11 the
- GoLrt

It111 111 1ifj}' 11 the
11 (G111 1 (11.-

1., ]Mi CO 15 it
Talld ts C© \



44 / business insurance, April 13, 1981

Disaster Masters gear for trouble
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Disaster Masters keep equipment ready to *epair and report losses for clients.

RICHMOND HILL, N.Y. A
flood drenches --he showroom of a
garment manufacturer two days
before the market season.

;'All the business interruption in-
surance in the world won't cover
the sales you would lose by not
being able to open for market,”
says Ron Alford, president of Di-
saster Masters Inc.

Disaster Mas-.ers specializes in
quickly restoring businesses and
homes to normalcy following a ca-
lamity.

The plight of that garment man-
ufacturer was one of the situations
the eight-month-old concern has
hand.ed.

Businesses call on Disaster Mas-
ters and similar firms not only
when they are in a hurry to get
running again, but also when da-

maged articles are irreplaceable
and require restoration. In most in-
stances, these services are covered
under property insurance policies.

From their headquarters in this
blue-collar neighborhood of New
York City, Mr. Alford and his
crews roll at all hours to clean up
after fires, floods and other misfor-
tunes in the 11-county metropoli-
tan New York region. Depending
on what's needed, they will send
out "one man or an army"

Speed is of the essence in this
kind of work, to minimize incon-
venience to the client and to keep
down the cost of repairing or re-
placing damaged rooms and arti-
cles, says the robust Mr. Alford.

"You must get the job done in 72
hours or you can't get mold and
mildew out of carpets and water-
logged walls and ceilings begin to
deteriorate,"” he says.

If Disaster Master crews can
quickly get to a site, they can clean
soot from walls without requiring
repainting. "After 72 hours, dyna-

mite won't get residue out,"” he
adds.

But this kind of service does
not come cheap. Disaster Masters
gets more than $600 to dry out,
reset and deodorize a flooded car-
pet covering an area the size of a
large living room.

Mr. Alford contends his firm has
saved clients more than they have
paid him in fees. His treatment of
flooded carpets demonstrates how.

Using powerful vacuums and
fans they have fabricated in their
shop, Disaster Master crews can
extract water from and blow dry a
carpet without taking it back to
their plant. They then reset the
carpet and use a thermal fog gen-
erator to deodorize it.

"Often we don't even need to
change the padding,” Mr. Alford
adds.

When carpets are dried out at
another location, they often do not
come back the same size, he says.

When that happens, insurers not
only must pay for the cost of dry-
ing out the carpet, but must pay for
a new carpet if they cannot con-
vince an insured to accept it back,
says an adjuster for a major insurer
that has used Disaster Masters.

Sometimes insurance adjusters
are willing to pay for replacing da-
maged items when the policy-
holder would be better served if
something were repaired, Mr. Al-
ford contends.

He recalled the garment manu-
facturer whose carpet was flooded

two days before the opening of
market season.

Disaster Masters' crews had
begun drying out the carpet when
the adjuster arrived on the scene
and declared the carpet a total loss.
It would have taken six weeks to
replace the carpet and the client
needed to have his showroom open
in two days, Mr. Alford explained.

Mr. Alford admits to disagreeing
with more than one adjuster. Often
adjusters reach the scene of a disas-
ter after Disaster Masters has been
called in by a policyholder and
they are unwilling to authorize
payment for his services.

He points out that when a policy-
holder retains him, the insured is
living up to his part of the insur-
ance agreement that requires the
insured to "prevent further losses"
and separate undamaged and da-
maged articles.

Lack of familiarity and experi-
ence in dealing with Disaster Mas-
ters contributes the problem. "If
you're not an adjuster's favorite
guy, he doesn't give you business,"
Mr. Alford says.

To alleviate this problem, he
publishes a newsletter for adjusters
which tells them how they can



use Disaster Masters' services.
Insurance adjusters face a di-
lemma if they arrive at a loss site
after the damage has been cleaned
up, one adjuster explained. It could
appear to them that no loss ever

occurred.

So Mr. Alford carries a tape re-
corder and camera to document

losses. He even offers to videotape
losses for insurers to prevent them

from being victims of fraud.
Disaster Masters restorative ser-

vices have not been limited to dry-
ing out carpets. Mr. Alford and his
crews repaired paintings and an-
tique furniture.

Each employee
serves a four-year

apprenticeship
at Disaster Masters

Although four-fifths of Disaster
Masters' business comes from ho-

meowners and small businesses,
the firm has come to the rescue of
such businesses as Mitsubishi Ltd.,
Gucci's and Brentano's.

Mr. Alford's thermal fog genera-
tors were used to remove smoke

odor at the Hotel Wellington after
a fire in one room caused an entire

floor to become uninhabitable.

Disaster Masters's minimum

service charge is $90 and Mr. Al-
ford charges 35 cents per square
foot to extract water from carpets.
Drying fans rent for $15 per day
with a three-day minimum. Reset-
ting and deodorizing services are
billed separately.

Ron Alford trains his 20-member
staff in a classroom in the three-

story building he has renovated for
Disaster Masters' headquarters.
Employees must serve a four-year
apprenticeship before they can

serve as crew chiefs.

Those currently serving as crew
chiefs were with Mr. Alford in the

carpet cleaning business he ran,

om The Reprint Department L

business
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Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
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mailings?

Business Insurance
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print department to
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prints of articles ap-
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Business Insurance
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*New prices effective 1/15/81

and continues to run, which was
the genesis of Disaster Masters.
Disaster Masters' office manager,
Marie Grimm, is a licensed insur-
ance agent, which often helps cli-
ents straighten out disputes with
their insurers over what services

are covered by their policies.

Mr. Alford predicts fire and
flood restoration will become a
"hot business” in the next 10 years
as insurace companies will look to
"cash out" or settle for a dollar
amount with their insureds rather
than hire competent people to do
repair work.

As a result, a lot of incompetent

people will be drawn into the field,
he fears.

Disaster Masters is a member of
the National Assn. of Fire Res-
torers, which has established a pro-
fessional certification program for
its members.

Five members have completed
that program and Mr. Alford is
studying to join their ranks. .
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740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:

6404 Wilshire Blvd., CA 90048 (213) 651-3710

Business Insurance, the national newsweekly of loss
prevention, risk financing and benefit management.

IMPROPER CUTTING & WELDING Cause: INCENDIARISM
-
Cause: ELECTRICAL FAULTS Cause: INTRODUCTION OF NEW HAZARDS
Cause: POOR EQUIPMENT MAINTENANCE Cause: HIGH STACKING IN WAREHOUSE

Let us prevent one for you.

One of the last things you want is for

your plant or warehouse to burn down.
Allendale Insurance has the world's

most extensive research facilities for

starting, extinguishing, and analyzing

about how fires start, we probably know
more than anybody about how fires
can be prevented.

Why not listen when we call.

Allendale Insurance

industrial fires.

Since we know more than anybody

Ofcourse

Member of the Factory Mutual System. Allendale Mutual Insurance Company, Allendale Park, Johnston, Rhode Island 02919
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Lloyd's doctors bookies' horse disease

By STACY SHAPIRO

LONDON-Foot-and-mouth dis-
ease could rear its head at the race-
tracks, quarantining horses and
virtually shutting down the legal
bookmaking business here.

But a Lloyd's underwriter has
taken the reins by offering a book-
makers foot-and-mouth disease
contingency insurance policy for
the 13,000 betting shops here.

The idea for the policy came
about 24 hours after the first out-
break of the disease in the Isle of
Wight last month, said lead Lloyd's
underwriter Tony Cassidy of Cas-
sidy Davis Ltd.

"We're meeting the demand,” he
said. "Unless there's a panic, no
one would want to buy it."

"It's being run like a war book,"
he said. Every morning Mr.

london line

Cassidy rings up the foot-and-
mouth specialist at the Ministry of
Agriculture to confirm the status of
the outbreak.

He then determines the rating.
The rating has gone down because
the disease has been contained-and
no further outbreak is expected.

But bookmakers, who earn 80%
of their income on horseracing, are
still phoning Mr. Cassidy in case
the disease breaks out again.

"One more notice of an outbreak
and they'll be diving in," he said.
And rates also will go up.

The policy is based on the expe-
rience of bookies during the last
foot-and-mouth epidemic in the
1960s when racetracks were shut

Our editors

down for 10 weeks.

It insures one betting shop for up
to 1,000 pounds per week for 80%
of standing charges while there is a
ban on horseracing.

"We will pay up to 10 weeks in
excess of the first three weeks of a
ban," Mr. Cassidy said.

But most bookmakers would
only take 400 to 500 pounds per
week of the 21/2 million Lloyd's is
putting on the policy.

Choosing brokers

Hiring an insurance broker is
expensive business, risk managers
say. So when can you afford not to

use a broker?

make it their business

to know your business.

BUSINESS

El 1-yr. Index @ $60; El 2-yr. Index @ $110

Name

Company

Address

City

Phone Number (Area Code)

Signature

That's the question asked by
Tony Benson, the chairman of the
Assn. of Insurance and Risk Man-
agers in Industry and Commerce at
a recent conference here. Benson is
group risk manager for Arthur
Guinness Son & Co. Ltd.

Most risk executives consider
their choice of broker to be a key
decision and many say the bro-
ker/buyer relationship should be
as steady as a good marriage. But
many risk managers in the U.K.
are setting up internal broking
houses to conduct their companies'
insurance business, a concept
called the "captive broker."

In this way they search for bar-
gains, keep personal contact with
their insurers and avoid paying
brokers commissions.

One risk manager said he saved
25% in the last four years on his

BUSINESS INSURANCE, the national newsweekly
of loss prevention, risk financing and benefit

management offers an exclusive index to all articles

published in Bl beginning January 1981.

Subscribers to the Editorial Index will receive three

quarterly indexes and one cumulative annual index

. all prepared n an easy-to-read, integrated

format by subject, persons quoted and companies

mentioned.

If you need access to news and information vital to

making sound decisions that could have a major

impact on your corporate profit and loss statement,

make the decision today to subscribe to the new

Bl EDITORIAL INDEX.

1981 Editorial Index

...$ 60

1981 & 1982 Editorial | ndex... $110

To order your copy of the Bl Editorial Index send in

the coupon below to:

Ms. Ronnie Drachman

BUSINESS INSURANCE

Editorial Index

708 Third Avenue

New York, NY 10017

E] bill me; E bill company

Title

State ZiP

INSURANCE EDITORIAL INDEX

insurance portfolio by not using a
broker. Another said his claims are
paid more quickly because he
doesn't have an intermediary to
contend with.

And some insurers at AIRMIC
say they would rather do business
directly with their clients than go
through a broker.

"We have more of a duty to our
direct clients than we do to a bro-

ker," said one insurer.

But brokers need brokers, other
risk managers say.

The brokers can supply services
the risk manager hasn't time for in
his job as insurance buyer and
safety adviser.

The broker can spread risk
throughout the world because he
knows international markets and
has contacts. And sometimes bro-
kers can save a risk manager
money rather than spend more.

Perhaps the risk manager can
save 25% by broking his own busi-
ness, but the broker could save 40%
simply because he knows where
the soft markets are and how to get
discounts, said one risk manager.
"Then you've lost 15%," he said.

Sometimes risk managers can't
place risks because they are too big
for a small internal broking opera-
tion to insure.

"We couldn't do without a bro-
ker," said one risk manager of an
oil company.

"We have platforms that are
worth almost $3 billion dollars
each. Hiring an internal staff to
handle such business would cost
more than hiring a broker,”" he
said.

"We can take a large slice in-
house, but the majority of it is in
the market. We have skills in mar-
keting, but not in spreading risks
and premiums," he said.

The large brokers also keep an
eye on a company's risks around
the world, something that a local
risk manager can't always do, said
one broker. And reinsurers are ac-
cessible to brokers who have con-
nections all over the world.

"l found it easier to obtain (in-
surance) in the market through a
broker," said one risk manager.

But the best team is the bro-
ker/risk manager team, confer-
ence participants agreed.

"Me plus the broker equals big-
ger power," summed up one risk

manager.

Pension planning

Employers and e'mployees can
share in pension contributions here
through a new plan sold by Hogg
Robinson (Benefit Consultants)
Ltd.

An employer can fix his pen-
sions contribution as a percentage
of earnings through the plan. Dif-
ferent limits can be set for differ-
ent employees, says Hogg Robin-

"Different limits can be set for
different groups of employees, en-
suring that resources are deployed
to attract the right people at the
right price,"” the firm announced in
marketing the plan.

Individual accounts are set up in
the "moneymaker” plan, where
the employer and employee deposit
contributions.

But employees can only contrib-
ute up to 15% of taxable income
permitted by the inland revenue,
the portion ruled tax deductable
income.

The new plan, which can be in-
corporated into old pension pro-
grams, provides employees who
leave within five years with a full
refund of his or her contributions
plus the interest that has been
earned, less a tax deduction. After
five years, the employee gets both
his and the company's contribution
plus all the interest accumulated in
the prograrm. .
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Financial problems e

740 Rush St., Chicago, IL 60611

Please:
force shutdown WO U |, — S oo msmmmion o o
, Insurance for:

O 1 year $30. O 2 years $55.

Canada, Pan American and all other subscribers outside the
‘ A N U.S. add $14 per year for surface postage. Europe and Middle
East Only add $32 year for air delivery

O I M a I I a | I d H M O O Payment enclosed. O Bill me. O Bill company.
Charge to: El Visa.

BALTIMORE, Md.-Monumen-
tal Health Plan, a health mainte-
nance organization operating here
sinee 1973, closed March 31.

The federal Department of
Health and Human .Services re-
voked the plan's qualification sta-
tus March 10, but the decision was
contested in U.S. District Court
here.

On March 30, the court ruled in
favor of HHS and the following
day the HMO was in the receiver-
ship of the state, according to. a
spokesman for the HHS.

The HMO had debts of $1 million
and 8,000 total subscribers.

HMO reorganizes

BOISE, Idaho-Health Guard, a
federally qualified health mainte-
nance organization serving more
than 10,000 subscribers here, is
being reorganized by the state.

The plan, offered by about 50
area employers, appears to be fi-
nancially solvent although the
state is still reviewing its account-
ing practices, according to Trent
Woods, director of the insurance
department.

"The HMO asked for voluntary
rehabilitation. They felt they were
not in a position to manage it and
requested the department take
over and manage it," Mr. Woods
explained.

New deductible

Cosco Industries Inc. in Spring
Valley, N.Y ., cut its health insur-
ance premium this year 18% to
$600,000 when it raised the annual
deductible $50 to $150 and in-
creased the employee contribution
for a family plan.

The increased deductible cut the
premium for the 1,000-employee
group by 6%.

Increasing the employee contri-
bution for a family health insur-
ance plan to $4.25 a week en-
couraged some employees who al-
ready were insured under a
spouse's plan to drop the duplica-
tive insurance.

The reduction in family plans
reduced the premium 12%.

Additionally, increasing the em-
ployee's share of the premium 10%
for a single employee, 15% for a
family, is saving the company an-
other 8%.

The plan, underwritten by
Aetna Life & Casualty Insurance
Co., was improved at the same

time.

Renewable lifetime maximum
benefit was increased to $1 million
from $250,000, and coversage was
added for second opinions on sur-

gery and for mental and nervous
disorders.

UAVV strike

HUDSON, Mass.-A strike,
stemming from a dispute over
health benefit improvements, is in
its fifth month for United Auto
Workers (UAW) Local 1596 here
and has forced a plant closing.

The dispute dates from Decem-
ber, 1980, and centers on two
health insurance proposals by the
employer, Arrow Automotive In-
dustries. Both have been rejected
by the UAW.

One proposal, a Blue Cross/Blue
Shield plan, would pay 70% of pre-
mium with employees paying the
remainder plus any premium in-

The other plan, underwritten by

Prudential Insurance Co. of

America, also pays 70% and would

COUNT ON |IT. Sesssr Izl

Acct. # Exp. nit,
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fast, easy way to make sure you have full, factual and -  Signit.ire»

unbiased news and information on the constantly Name.

changing world of loss prevention, risk financing and (please print)
employee benefit management every week. Title

include any premium increases
made later by the insurer.

However, employees would be
required to pay aggregate deduct- SUBSCRIBE TODAY
ibles of $600 for in-patient and out-
patient treatment.

Company

52 Issues ...A Full Year Is Only $30. Just 58¢

Nature of Rite,noge

Officials of the union local said a Copy. Use the handy subscription card in this issue
the first proposal would cut too or the coupon. Or phone 312-649-5221 if you're © Home or
deeply into pay raises while the de- in a hurry. © Business Addre=a
ductibles in the second plan, ac- Business Insurance rity Rrre - 7ir
£0rding fo 2 union spokesman. are 740 Rush Street Chicago, IL 60611 A S Rt b A

Dorft base your insurance program on a single pitch.

It's too easy to wind up with a «leaner" just when you monitor such plans, and advise on reinsurance where
need a steel ring of protection around your stake. it is needed.

For more than 60 years, the specialists of Ebasco Sometimes a "Captive» insurance company or
Risk Management have been analyzing the insur- "Association Mutual” insurer is chosen. We conduct
ance programs of municipalities, industries, associa- studies to determine the feasibility and potential
tions, as well as health care facilities. We are experts benefits of such a move. We create and manage
in the control of claims and the prevention of losses. such companies both in the United States and 'off-
As a result, we can offer world-recognized exper- shore:- including the largest and most successful
tise in plugging gaps in our clients' protection p'ans off-shore captive in American industry.
and in stripping away expensive, unneeded coverage. To make sure your insurance program is un-

Sometimes a properly structured self-insurance beatable call or write for our free brochure, or for a
program is the client's best choice. We design and no- obligation initial review and discussion.

EBATO

EBASCO RISK MANAGEMENT CONSULTANTS, INC.
A Subsidiary of EBASCO SERVICES INCORPORATED

New York: Two World Trade Center, New Ybrk, N.Y. 10048, Tel: (212) 839-1334, Atlanta: 145 Technology Park, Atlanta/Norcross, GA 30092, Tel (404) 449-5800,
Chicago: 150North Wacker Drive, Chicago, IL 60606, Tel (312) 3463438, Newport Beach: Gateway Plaza, 130 Newport Center Drive, Newport Beach, CA 92660,
Tel: (714) 759-7100, Bermuda Airlie House, RO, Box 1617, Hamilton 5-24, Bermuda Tel: (809) 292-0124
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WHY ITS GOOD BUSINESS -0 HAVE RANGER'S
SPECIALIZED PROTECTION

Our kind of

specialization means a
more knowledgeable

handling ofour customers
insurance needs.

The dictionary says that to specialize is"to concentrate one's
efforts in a special activity or field..." That's just what we
have been doing for many years -.providing specia.ized

products and services to our customers on the best possible
basis at all times.

** RANGER
O "~

AN\

Anderson Clayton
Atlanta - 404-437-7211 (RO. Bcx 105028) 30348
Denver - 303-7-'9-8383 (RO. Box 3195) 80111
Houston - 713-622-6500(RO. Fox 28C7)77CO01

Kansas Cizy « 913-649-5500 (RO, Box 8650) 54114
THE SPECIALISTS

INSURANCE COMPANY

INA plans HMO centers
in Tampa Bay, Florida

DALLAS-1NA Healthplan Inc.
of Dallas says .t will spend some $6
million in the next three years to
set up a prepaid health plan with

medical centers in the Tampa Bay,
Fla., area.

The company w:11 begin work on
the plan in Jily and expects to be
operating three new medical cen-
ten in Tampa and Hillsborough
counties by 1984, according to Dirk
DelLange, director of development
for INA Healthplan.

The first center in N)rth Tampa
will open next year. Prepaid health
services will be offened through
area employers.

The plan will cffer three health
care options wth fees ranging

' from $36 to $42 per month for indi-
, viduals and from $96 to $114 fer a
family.

'The lower fee options involve
copayments-for-some services, such
as a $5 charge for each doctor's of-
fice visit.

William F. Norsworth, project
director, said the decision to launch
the Florida project Sollowed an
analysis of the 70 largest metropol-

itan centers and commercial mar-

ketplaces in the U.S.

Consolidation

Corroon & Black Corp. has con-
solidated operations of its benefits
group and promoted :wo senior
managers to executive vp.

Promoted are Richard B. Car-
pent.r, who will direct retail and
wholesale operations, and Frank

markets

Whi:e Jr., who w.11 oversee group
spec.al:y operations and under-
writing research and developmen-
tal operations.

Donald R. King, benefits group
pres,dent, announced formation of
a benefits planning committee of
16 corporate executives.

The group's retail operations will
include a direcr sales force that
markets commercial life/health
products and a wholesale operation
of independent brokers who sell
prepackaged prcgrams of commer-
cial employee benefits.

Speciality operations include
sales c f specialized products to spe-
cific markets and other products to
be developed by the firm's re-
search and development team.

Underwriting research and de-
velopment operations arrange co-
and

insurance, - reinsurance

life/health products.

Branch network

Spencer Douglass Insurance As-
soc.ates has consolidated its sta-
tewide branch o'fice network into
three regional offices, also concen-
traing its bond inderwriting staff
tc imirove service.

Th€ firm also announced it has
been appointed managing general
surety agent for the Classified In-
surar ve Corp. of Waukesha, Wis-

consin.

Information: creating avaluable asset... Sigma+System

Sigma+System is a sophisticated risk manage-
ment information service designed for users
having little or no training in use of the com-
puter. This service provides a user with a new
generation of data management and analytical
capabilities, to complement or replace the
voluminous 'loss runs- they have received in
the past. Much like the terminals utilized by air-
lines personnel to access vast amounts of data
concerning flight schedules, routings, fares,

Supported exclusively on the National CSS Computer Network

status reports, etc., the Sigma+System allows
risk management personnel to have similar
access to data concerning the status of claims
and loss reserves, claim payments, incident
reports. loss control information and exposure
data. A user may then perform isk analysis,
loss forecasting and financial modeling on their
own data base. Sigma +Systemi a service of
Risk Sciences Group, Inc

Consulting service

John H. Ellen has established an
insurance and risk management
consulting service, Insurance &
Risk Management Services (IRMS:,
in Bloomfield, Conn.

Mr. Ellen will consult on engi-
neering, hazard control, building
construction and valuation, time
analysis, account coverage and re -
view and agency evaluation.

Acquisition

Atlanta-based u.s.

Georgia
Corp. has agreed to acquire First o'
Georgia Insurance Group of Au-
gusta, a property/casualty insurer.
The company is to be purchased
from the American General Insur-
ance Co. of Houston.

Georgia U.S. is the parent com-
pany of Life Insurance Company
of Georgia and Georgia U.S. Data

Services Inc.

Broker named

R.N. Crawford & Co. Inc. of Ch -
cago is exclusive broker for a ner
comprehensive mortgage bankers
bond with errors and omissior.s
coverage included.

The coverage is available zo all
mortgage bankers and was devel-
oped as an alternative to ex.stirg
CONVET aaages=s - -

2

Risk Sciences Group

INCORPORATED

45 Camino Alto, Mill Valley, California 94941

(415) 381-0211



IRS research targets profit cci

from offshore subsidiaries

By MARGARET LeROUX

WASHINGTON, D.C.-At least
one person in the Internal Reve-
nue Service would like to go after
the money in offshore insurance
companies, but the IRS is under-
staffed to enforce new regulations,
a special report reveals.

Richard A. Gordon, special

counsel for international taxation
at the IRS, is the man interested in
captives. In a 235-page report, he
asks the IRS to consider:

« Seeking legislation to make
premiums paid to captive insur-
ance companies for foreign risks
taxable income for U.S. taxes.

* Issuing a ruling that the busi-
ness underwritten by captives can
be fragmented between related
business and unrelated business to
determine the deductibility of pre-
miums paid by related companies.

These proposals are among sev-
eral affecting captives contained in
the Mr. Gordon's report.

While the recent victory in the
Carnation case (Bl, March 16)
"may strengthen our position (on
captives)," Mr. Gordon says, he is
interested in other issues in the tax
haven report, though the IRS may
not be staffed to enforce new rules.

He proposes legislation be con-
sidered to expand the definition of
Subpart F income to tax not only
income related to underwriting
U.S. risks but also income related
to insurance of foreign risks.

Currently, u.s. corporations
with captive insurers underwriting
insurance for foreign subsidiaries
are not taxed on income earned on
the foreign risks in the year it is
earned.

The report further notes "the
IRS might consider publishing a
ruling stating that a captive can be
fragmented for purposes of deter-
mining whether premiums are de-
ductible.”

The recommendations on cap-
tives "are causing a lot of concern
among corporate captive owners,"
said Bruce Wright, attorney with
Trubin, Sillcocks, Edelman &
Knapp in New York.

"But at this point, we don't
know what effect the report will
have on the IRS position on cap-
tives," he added.

Other legislative options sug-
gested in the report include:

- Adding a management and
control test to the present jurisdic-

tional test for subjecting corpora-
tions to U.S. tax "to enable the IRS

to deal better with tax haven busi-
nesses that are run in the U.S.," the
report said.

+ Imposition of a no-fault pen-
alty of a fixed percentage of a large
deficiency resulting from a tax
haven transaction "to discourage
taxpayers from taking overly
agressive positions on the chance
they won't be identified."

* Provisions for a specific disal-
lowance of a tax haven related de-
duction unless the taxpayer estab-
lishes by clear and convincing evi-
dence that the underlying transac-
tions took place, the substance of
those transactions and the amount
of the deduction is reasonable.

The report also suggests increas-

-ing taxes on payments to those tax
havens the IRS considers abusive
to discourage U.S. businesses from
investing in them and to encourage
those tax haven countries to enter
into exchange of information
agreements with the U.S.

The report defines tax havens as
"any country having a low or zero
rate of tax on all or certain cate-
gories of income and offering a
certain level of banking and com-
mercial secrecy."

It specifically mentions Bermuda

and the Cayman Islands.

Captives were just one of several
tax haven businesses examined in
the report which focused on the
growth in U.S.-controlled tax
haven business to $23 billion in
1978 from $4.7 billion in 1968, a

500% increase.

In Bermuda, direct investments
increased to $7.2 billion in 1978
from $200 million in 1968, an in-
crease of more than 300%, while
earnings were up to $959 million in
1978 from $25 million in 1968.

"Most of the increases in Ber-
muda occurred between 1972 and
1978, which partially reflected the
growth in captive insurance busi-
ness," the report stated.

INTERMEDIARIES

The report showed an 82.7%
growth rate of U.S.-owned foreign
corporations in Bermuda from 1970
to 1974 and 19.3% increase from
1974 to 1979.

In the British West Indies, which
include the Cayman Islands, the
increase in tax haven business was
81.3% from 1970 to 1974 and 284.8%
from 1974 to 1979, much of it in
banking.

"The IRS could adopt, generally,
the position taken in the French
protocol, under which the exemp-
tion is applicable only to the extent
that the foreign insuer does not
reinsure such risks with a person
not entitled to exemption from
such tax under this or another con-
vention,”" the report said. -
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Camow, Conibear & Associates, Ltd.

Occupational and Environmental
Health Consultants

Programs in Medicine, Toxicology and Epidemiology

A comprehensive range of services including:
- Occupational Disease Risk Assessment

 Medical Surveillance
- Customized Professional Educational Programs
» Medical and ToxicologicalOn Site Emergency Services

Bertram W Camow, M.D., FCCE FCPM, President
Carnow, Conibear & Associates, Ltd.

20 North Wacker Drive, Chicago, lllinois 60606
312/782-4486

«l know the matter is urgent and I'm sure our president
will have that information for you shortly. | see he's consulting

with our stafFin the Research Department right now.'

It isn't always necessary-or even desirable-to use an intermediary.
But for those special situations when it is to your advantage, it pays to
be picky about the intermediary you choose. Take the matter of

manpower.

When you need sound answers fast, it's vital to know that your
intermediary is not handicapped by insufficient back-up...that there
are experienced people ready and qualified to respond. That's one
reason for choosing CMI.

At CMI, our strength is the depth and knowledge of our people
and the substance and soli(lin, of the markets we deal with. You'll ftnd

a team of skilled professionals at your service in New York, Chicago
and Los Angeles.

Call CMI for all your specialty needs, including Public Officials
Liability, Primary and Excess Products, Excess Workers Compen-
sation, First and Excess Umbrellas, E&O, All Risk Property and

special programs of al 1 kinds.

CAPACITY MANAGERS INTERNATIONAL, INC.
160 Water Street, New York, N.Y. 10038 (212) 344-5300

New York - Chicago - Los Angeles
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For many people in the industry- agents, bro-
kers, risk managers and financial officers- INA's
brochures on major topics in business insurance
have been particularly helpful.

Twenty-one of the most important of these
brochures have just been reprinted. Available in a
slipcase, they form a convenient and practical
information resource.

Each insurance topic (see list, left) is covered
in an informed and incisive manner; trends and
practices are highlighted, as are the implications of
current developments. in short, this carefully docu-
mented INA "library” can help enrich your under-
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Handling

hiburance
Lefls Claims

The Newiork
Insurance
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standing of the complex and ever-changing world
of business insurance.

If you have not acquired a set of these bro-
chures, here is an opportunity to order all 21 in
their special slipcase. To defray costs of handling
and shipping, please include $5.00 with your order.
Use the accompanying return card. If missing from
publication, send your name and address, along
with check or money
order for $5.00 per set
to: INA Corp., Dept. B- 1 /N A
1600 Arch Street,

Philadelphia, PA 19101. The Professionals



54 / business insurance, April 13, 1981

Florida cooperative cuts
college coverage costs

By MARY ANN MATLOCK

GAINESVILLE, Fla.-A cooper-
ative insurance and risk manage-
ment program, started just over a
year ago by 27 community colleges,
has cut insurance costs 52.4% in the
first year.

Savings estimates made before
the program began on March 1,
1980, were 50.5%,or $1.2 million as
compared to a fully-insured ost
estimate of $2.5 million, according
to Donald R. Hayes, director of the
Florida Community College Risk
Management Consortium.

Actual costs for the program's
first year were: excess insurance,

$669,982; claims agent fee, $120,745;
consortium office, $170,000; loss ex-
perience (includes subrogation and
deductible monies recovered),
$351,501; state workers compensa-
tion assessment, $29,327.

In all categories, cost savings
beat earlier estimates: excess insur-
ance, $746,800; claims agent fee,
$135,000; consortium office,
$80,000; loss experience, $400,000.
No estimate )f state workers com-
pensation assessments was made.

The bottom-line net cost of the
program to participants was ac-
tually $1,173.555, slighty less than
the estimated net cost of about $1.3

Excess Workers'
Compensation

4/80

million predicted in 1980.

The consortium, in which each
college has a direct management
participation, is an effort to de-
velop, implement and participate
in a risk management program uti-
lizing self-insurance, excess insur-
ance, standard insurance and
spread of risk.

It provides for:

- General administration of the
consortium, consultant services,
staff assistance for inspections and
investigations as appropriate, re-
porting and data analysis.

« All-risk protection against gen-
eral liability claims or occurrences
arising against the board of trust-
ees, officers and employees of the
colleges.

- Protection against liability
arising from the provision of the
Florida Workers Compensation
Act.

* Purchasing services used to ob-
tain insurance protection against
loss or damage to property owned
or controlled by the community
college members.

- Claims services contract
awarded by competitive selection
that includes investigating and re-
solving claims submitted, both ca-
sualty and property, loss preven-
tion services, collection and ana-
lyzing experience data and distri-
buting periodic reports of claims
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Balloonists to the sky

By JOHN MAES

GREENSBORO, N.C.-When the World's Greatest Balloon Race
casts off from Las Vegas, Nev.,Sept. 1, insurance agent Kent Urbine
will head skyward with other contestants.

Mr. Urbine's motive is not to make sure all participants are prac-
ticing proper loss control, nor to offer on-the-spot claims service.

The 22-year-old agent, an accomplished balloonist, will be vying
for the $500,000 first prize money in his firm's own balloon.

Mr. Urbine is more than just a hobbyist. He frequently takes the
giant hot air bag aloft for promotions and carrying passengers for
hire.

"I've spent quite a few hours in balloons," said Mr. Urbine, whose
firm, Urbine-Sides agency in Greensboro, has been insuring hot air
balloons for about five years.

The agency is owned by his father Robert W. Urbine, who also
operates Aviation Insurance Ltd., which has been insuring general
aviation risks for some 20 years.

Urbine-Sides, one of three U.S. agencies for balloon coverage, has
contracts with Lloyd's of London, said Mr. Urbine. The agency
insures 70% of the 50 balloons that have entered the race. Most of
the contestants are large corporations and organizations.

Racing balloonists customarily buy combined single limits of $1
million for third party liability, bodily injury and property damage,
he said. Lloyd's insures Mr. Urbine's own balloon for the same
amount.

The World's Greatest Balloon Corp., sponsors of the race, are also
insured through Mr. Urbine's agency. The sponsors have $50 million
in third party and passenger legal liability coverage because some of
the balloons will carry celebrities along certain legs of race as they
float toward the finish line of Atlantic City, N.J.

The racers will be required to observe strict safety procedures
that will be written into the race rules, adds Mr. Urbine. For in-
stance, no balloons will be launched in winds higher than 20 miles
an hour with no flying two hours before sunrise or two hours after
sunset.

The balloonist-insurance agent handled coverage for race en-
trants last year, and his interest in the sport got the better of him.
'Since we own two or three balloons ourselves, we decided to go

ahead and enter the race.

"It will be good to be right there in the middle with them," he

said.

N.Y. tightens reinsurance rule

By ELLIS SIMON

NEW YORK-State regulators
here are asking lllinois and Florida
insurance exchange syndicates to
meet local capitalization require-
ments before seeking reinsurance.

New York Insurance Exchange
syndicates need a minimum capital
of about $3.5 million. lllinois re-
quires insurance exchange mem-
bers there to have $2 million mini-
mum capital and Florida's insur-
ance exchange requires a $1.5 mil-
lion mMminimum.

For a New York insurer to get
credit for reinsurance ceded to an
underwriting member of a U.S. in-
surance exchange outside New
York, the reinsurer must meet the
same standard imposed on under-
writing members of the New York
Insurance Exchange.

This is required by an amend-
ment to state Regulation 20,
adopted March 20.

By getting credit for premium
paid to reinsurers, insurance com-
panies can write larger amounts of
direct business since their pre-
mium-to-surplus ratio is affected
only by the risk they retain.

The changed rule, though, may
not threaten Florida and lllinois
much. Both states say they expect
syndicates in the two exchanges to
beat minimum requirements.

"We never felt a majority of our
syndicates would capitalize at the
minimum," said George Love, sur-
plus lines director with the Florida
Insurance Department.

Underwriting members would
have to decide on their ovwn
whether they wanted to bring their
capitalization up to New York's
standards to write business from
New York, he added.

Another amendment to Regula-
tion 20 prevents New York insur-
ers from taking credit for reinsur-
ance ce€led to reinsurers domiciled
in Canada unless those reinsurers
have trust funds for the benefit of

U.S. insureds.

That change is not expected to

affect existing reinsurance ar-
rangements since all Canadian

reinsurers currently accepting
business from New York insurers

have U.S. branch offices, said Don-

ald D. Gabay, first deputy superin-

tendent of insurance.

New Canadian reinsurers would
have to put $10 million in a U.S.
trust fund before New York insur-
ers could get credit for reinsurance
ceded to them, he added. .
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u The only insurance

newsmagazine that keeps
me posted every week:’

Employee benefits represent a very substantial part of
compensation packages. In many corporations benefit
costs exceed 35% of payroll.

Business Insurance is the one newsmagazine that, every
week, keeps me posted on the latest in benefits or
improvements in existing plans. Bl also lets me know
what the legislative climate is, now to communicate
benefits to our workers and wrat rules are coming up.

Health insurance cost containment, the growth of HMO's,

actuarial projections and the cost of setting up new
programs are subjects | know I'll find in the pages of
Business Insurance. This unique information

medium also gives me the opportunity to see how
other corporations select, implement and manage

their benefits programs.

Business Insurance provides more in-depth

reporting and more current reporting on

more matters of concern and interest to

those of us involved with corporate

insurance programs.

-Benefits Manager
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FOR PREFERRED
! Lloyd

were nos ot comiot . TEXAS RISKS.
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low rates for property and inlard marine insurance in
Texas. Call Avrohm Wisenberg at (713) 621-8650. And

let us show you why you'll prefer Delta for your pre-
Fferred rMiski<= _

D elta,hioyds Insyrance
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quotes on cover-

ages for your low
risk clients. Since

AN
DELTA
DELTA LLOYDS INSURANCE COMPANY , /

R O. Box 2045 Houston, Texas 77001
A Lloyds Company. Best rating "A'.

Austrailian regulators assess
workers comp guarantees

MELBOURNE-The Australian
Capital Territories Authority has
se: up a workers compensation
fund guaranteeing claims payment
in case of failure by a local ir.sur-
ar.ce company.

The fund will be financed by
employers who will pay a special
assessment to their insurers equall-
ing 7% jf current workers compen-
sation premiums, according to
Sedgwick International Insurance
Brokers.

The assessment, however, will be
recalculated at the end of an em-
p.oyer's policy period before re-
newal plans.

In another Australian workers
compensation development, the
Tasmanian Legislative Council has

worldwide

amended its workers compensation
legislation to include four new dis-
eases for which workers could be
compensated.

They are: leptospirosis, which af-
fects slaughterhouse workers; vas-
cular necrosis, which affects un-
derwater divers; serum hepatitis,

and diseases caused by inhalation
of asbestos dust.

Australian brokers

SYDNEY-The growing Austra-
lian brokerage field will continue
to flourish with new services and

great issues coming up!
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expertise despite the prospect of
high insurance industry losses
again for 1981, said David C.
French, chairman of Reed Sten-
house, the largest broker in Aus-
tralia.

Mr. French said Australian bro-
kers are expanding markets and
services to meet the needs of na-
tional business, like U.S counter-
parts.

"They have plunged into the
complex and technical area of pre-
vention and risk management to
ensure that clients get maximum
value and security."

He assailed, however, an in-
crease in government intervention
into the country's insurance indus-
try, noting that Australian insurers
paid out $820 million in losses in
1980 and will probably pay out a

like amount for 1981.

Chilean terrorists

SANTIAGO-Many Chilean cor-
porations are purchasing extended
coverage insurance in the wake of
terrorist activities that have caused
millions of dollars in losses to in-
dustry, stores and restaurants, ac-
cording to Johnson & Higgins In-
ternational.

Businesses are purchasing the
coverage to avoid "possible diffi-
culties" that might arise with claim
denials under standard fire policies
from losses attributed to terrorists’

attacks.

China watch

PEKING-Officials of the Peo-
ples' Republic of China will con-
tinue to encourage foreign insur-
ance ventures as a part of its over-
all effort to attract new industrial
development, commerce and ex-
port/ import business, according to
the China News Agency.

Last year, Fireman's Fund In-
surance Cos. agreed to reinsure
cargo shipments for the People's
Insurance Co. of China and to help
the insurer set up a branch office
system as a door-opener to ex-
panded business relations between
the U.S. and China (BIl, May 19,
1980).

WWar risks

LONDON-Return of the U.S.
hostages from Iran triggered a slow

return to normal war risk hull in-

surance rates, say underwriters
here.

"The basic level of rating for
vessels away from the fighting is
about half of where it started 12
months ago," a leading war risk
underwriter here noted recently.

Hull war risk rates climbed dra-
matically last year when the
American hostages were first
taken captive and the Iran/lraq
war began.

Lloyd's underwriters then in-
creased rates from 0.025% to 0.05%
for ships entering the Arabian
Gulf and up to 0.1% for vessels
going to Iran. Market rates were
ignored and each ship line was in-
dividually rated.

Individaul rating continues and
charges still depends on destina-
tion.

"Each country on the Arabian
Gulf has a different rating,” an un-
derwriter noted.

The Arab war risk syndicate,
which started when Lloyd'd first
began raising rates, has also report-
edly cut most premiums by 25%.
The 26 gulf member syndicate is
expected to gross $10 million in
premium this year.
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Bus pass benefits may tax employees

By STEVE SHERWOOD

Dallas-A Hunt Enerav Gor woggssrsosfeae wgmtgsvsonEy to assure of the blUS fare_ program " . make sure everyone had a waa/ to employees during the past year
employes here flashos & $70 pass at Y ; Mobil 011 in Dallas Erowdes,a get to work If someone spends $20 Each two-week ticket costs $10 and
. OI-Bmﬁ En ray COFP is oph/ ane qf §10 per né%th bu? ticket RUb?hdg’ a n}ontp for.a bus pass, he has a the company sells it for $5 in a spe-

the bus driver and hops on, tuck- 250 Dallas 1irms participatifg in a for around employees Another motivation to use cial employee offer
mq_the bargain back in his pocket Dallas Transit Service discount 115 to 120 people are in carpools "It is getting to be necessary to "It's bound to help employees'
he monthly pass cost him just plan DTS offers tickets for $2 off "This is to er{cour?%e ener ytﬁrovide,;rms[sortat'on for emp‘ljoagﬁttitudes," says Dﬁg Tﬂf{)rqpcelgiﬁé

utility

$35 hecause his company picks up normal price to employers, who in savings, to cut down oh the ees, Dranchek says’ 0 man%ger ort
tum sell them to employees at low number of cars using the highways compete with other companies, you who ride seem to enjoy it The bus

INeXt W.ﬁek’ I'.’O"‘;f]ver’ the e',rt” r and reduce congestion and park- have to offer some sort of plan It is system is good and with the em-
ployee will realize the pass 1sn ing," says Wanda Hulet, coordina- a selling point for the company " ployees driving less, there IS less
quite the bargain he thought It Houston METRO runs a similar tor of MoE\;iI's program She started First City National Bank of chance of their being in an acci-
o _ . program and now has 45 area em- out riding the bus, but has since Houston pays $20 of each em- dent "
ta;l;k;i?nficirggr month subsidy is ployers taking part By this plan, switched to acarpool ployee's bus pass fare, says Glenda Mr Telford says Kansas Gas, &

, , _ an comganr% wishing to purchase "| consjder it a benefit," she sagls Tharr%, mana erfo,f the bank's em- Electric considered buying vans for

A bill to be reintroduced in Con- at least 50 monthly passes saves "I don't know that it would draw ployment club office employees, but decided the cost
gress this session could provide not 10% people, it sure helps take care of "We get bus passes from the was too high It does not have
only a tax-free subsidy to the em- For the month of March, sales those already here " METRO qffice at a 10% discount enough employees to make th
B]oyee byt also tax credits to,em- per company varied from 50 to 842 Ms Hulet says buses cover Dal- and.sutl)ES|d|ze %% fpasses cosiing vans a)? ?(_)I’ memgelves, SO eIecieg

oyers who buy employees passes with an average of 234 per las fairly well and a lot of Mobil from $25 to $75 a month," Ms to stay with the bus fare subsidy
public transportation passes company people use the Park & Ride ser- Tharp says "We're up to an aver- program

[Rep Richard Gephardt (D-Mo) Hunt pays half the cost of bus vice, coming into the city from age of 650 employees a month out Seatle First National Bank pays
will reintroduce the bill this year passes for 1600 employees suburbs such as Garland, Carroll~ of 2,100 " 100% of the metropolitan bus fare
"We're hopeful the bill and its ob- "We started it a year ago because ton and Irving The company for its employees Some 3,000 of
Jectives will be seen as a worth- we were concerned about the en- began offering discounted fares in The discount program was 8,000 workers take advantége of
while expenditure by Congress," ergy crisis and felt this would be 1979 started with hopes of saving gaso-’the free yearly passes
e an aide an attractive benefit for employ- Union Fidelity Life in Dallas hne, reducing parking congestion “It reduced the cost of getting

The cost in lost federal taxes ees,” says Carolyn York of Hunt =,y the bus passes from DTS at $2 and saving employees money, she ou rsel ves to w ork n ot on ly
could be $4 billion, he says Tickets, depending on the dis- off and adds a $3 discount of its Says directly, but by cutting down on

Despite the tax bite, transit ben- tance traveled from city center, own before selling them to em- Ms Tharp rides the bus herself wear and ’tear on the cars," says a
ef':j. ksep ro':!ng . d rush range from $22 to $70 per month ployees each day, saying, "It's kind of like company spokesman "There are

igh gasoline prices and rush- I'm not saying a $10 or $20 dis- "We make payments availablegetting a raise For $5 a month | fewer cars on the road now and re-
nde 13 miles to the office It would duced air pollution Downtown

hour crushes are driving com- count is gf_oin to net us employees, by payroll deduction," says Davi {
anies here and elsewhere to subsj- hut Etle hings like this help," says Dranchek, who handles the pro- cost me at least $200 a month to parking is at a premium It costs

d ize ftaresdf?r emplgyees riding Ms Yor . ) gram for Union Fidelity drive " from $60 to $100 a month and that
uses to and from worl . l"ConSIdel’an a lot of our people 'Ninet_y-two of 200 employees . Kansas Gas & Electric OEVY. n_ is savegj through the bus fare pro-
Some look upon the discounted drive company cars, we have a take part in the program,” he says ita, Kan, has been paying ha ffhe gram " .

New IRS ruling fattens cafeteria benefits

By MARY ANN MATLOCK the Revenue Act of 1978 pected to suddenly make cafeteria to have little impact decision is being examined "Cer-
In turn, plans offering a choice plans attractive to those who had "Most of the ones now in exis- tainly we are analyzing, the new
NEW YORK-The Internal between cash and deferred corn- rejected them before, will make tence do not include taxable bene- legislation and thé op?ions that

Revenue Service has bent the rules pensation could not offer health"'some existing plans easier to ad- fits or group term life in excess of area associated with it," said direc-

for cafeteria benefit plans, allow- and welfare benefits, according to minister, consdltants say $50,000," said Mr Hoos "They tor of salaried benefits Robert

ing employers to serve up a three- Section 401 (K) of the IRS Code "It is a big deal in a sense that won't have to struggle " Felder

way trade-off of cash, benefits and The new rule is effective this tax companies interested in flexible One of the employers offering Now our plan provides a two-

deferred compensation year Deferred compensation, as compensation can make the pro- cafeteria selections-Educational way trade-of? between now-tax-
Before this change in the Miscel- defined in the 1988 ruling, is an gram a lot more flexible and prac- Testing Service in Prmceton-af- able benefits and money deferred

laneous Revenue Act of 1980, plans employee selection of a contribu- tical," said Hewitt Associates attor- firmed the IRS decision will not in a savings plan The ruling may

allowing choice between taxable tion to a profit-sharing or stock ney and partner John Hoos impact their plan encourage more employers to con-

and nontaxable benefits could not bonus plan under a cash or de- "Prior to the amendment you However, at American Can, the vert benefit dollars into cash " .

offer a deferred compensation se- ferred arrangement could do it, but it was impractical

lection, according to Section 125 of The IRS change, while not ex- You could have had two separate

prograrns
An employer who already has a

cash deferred profit-sharing plan

now has a fund from which em-

ployees can choose," commented
Lol = Martin E Segal vice chairman Ro-

1 "
. _ bert Paul "Now, the employee can < : ’I
I’Iff, . 1 r =\*7R*6S 95 1 A take the cash from the cash de- O I I I a I l
’ ferred profit-sharing plan and with ,

e pretax dollars buy health and wel-

fare benefits " E I
44 j Both consultants have noted an Xce S S a l |

increased interest m cafeteria ben-

efit plans this year, though not

T | ERRESEE QUp: Jus Lines

"We're working with 75 '‘com-
panies on flexible benefits," said a
Hewitt spokeswoman "The inter-

n
Number One est IS there, but this (IRS change)
In the Northeast /TP 1fF ,ro. .. won't open a watershed

For professional liability coverages. "There are inquiries," said Mr
Paul "I think it (the change) wiill

The S G . .
© Saex Broup be an impetus if you already have
has become the largesl . .
Excess and Surplus firm in the Northeast —r - ca_sh deferred proflt—sharlng—
: which many small employers do

by putting together the biggest

and best rnarkets 1 os: 1Jf, Employees can now tax-shelter
for professional liability coverages some dollars "

When you require the best possible markets Another consultant, however,

for all your Malpractice and has a dimmer view of the Change

Errors and Omissions Submissions “Its a relatively narrow change,
coms to us but it will again make cafeteria
We're number one in the Northeast com jon ttractive,”
e o o erica said William M™Mercer vp Howard
Risher
f . . . "But, you have to have a de-
For professional liability coverages ferred compensation mechanism to On|y through
begin with And a lot of people
can't afford to defer income now " &
Direct inquiries and cubmissions to Stanley Han,It V P Though not OptImIStIC about Caf— Agents’ B ro ke rS
SAEX eteria plans expanding from the C :
The Saex Grou p eight or nine now offered nation- |nsurdnce Ompanles
Underwriting Office 474 Appleton Street Holyoke Mass 01040 wide, Mr Risher still believes in

Telephone (413) 538 8261 Outside the 413 area 1800332 3847
Out of state 800 628 8906 Telex 95 5494 Cable wN hlke

t_he teghnique "It is an idea whose PO Box 66459
e o Houston, Te><ds77006

For cafeteria plans now in place,

the three-way selection is expected 713/593-3003 Telex 76-9053



58 / business insurance, April 13, 1981

Court ties asbestos suits

Continued from page 1

point one firm as lead counsel to
argue each theory and the total
number of firms involved would
probably be reduced to four or
five, he predicts.

A single case would provide a
master discovery schedule and
depositions of key witnesses would
be taken once instead of four
times, Richard Wolf of Long &
Levit firmm adds.

The exposure theory argues that
insurers covering a risk during the
time a plaintiff was exposed to the
product defend claims and provide
coverage in proportion to the
length of time their policies were
in effect, according to Mr. Wolf.

The manifestation theory holds
that an insurer must defend claims
if it was covering the plaintiff at
the time harm was manifested or

was discovered.

The pro rata theory states all in-
surers share in payment of claims
in proportion to the length of time
they covered an insured. Further,
the manufacturer shares in pay-
ment to claimants for periods
when no coverage was in effect,
but does not share in defense costs.

In the highest federal court rul-
ing on this question, INA vs.
Fourty-Eight Insulations Inc., the
Sixth Circuit Court of Appeals sup-
ported the exposure theory (BI,
Nov. 3, 1980).

INA, which supports manifesta-
tion, has not yet decided whether it
will appeal to the U.S. Supreme
Court (BI, March 23).

Mr. Levit doubts the Supreme
Court would rule on the questions
because it is an issue normally left

Published every Mondav. COPYV in written form in Cticago office not later than
noon Mondav, 7 davs preceding publication date. D:slilay classiAed: takes card
Tate of $49.00 per column with card discounts on size and frequency. Cash with

A California ruling

is three years away,

says asbestos
attorney Victor Levit.

to the states. The California ruling,
which Mr. Levit says is yrobably at
least three years away, will only
affect California asbestos cases, but
will be important becaise of the
large number of actions pending
there.

More than 2,000 asbestos suits
are currently pending n Califor-
nia. Asbestos litigation reports esti-
mate 10,000 to 12,00D suits are
pending nationwide.

Within a month, California
Chief Justice Rose Bird is expected
to select a trial judge who will pre-
side over the unified actions, Mr.
Wolf says. Early hearings will
focus on which issues are to be re-
solved on a coordinated basis and
which will continue tc be litigated
separately.

Johns-Manville Corp. opposed
coordination of the cases because
some of its issues in dispute are not
in the other three cases says its at-
torney, Curtis Caton of Heller,
Ehrman, White & M,Auliffe of
San Francisco.

Although all cases involve dis-
putes over the theory if coverage
applying to asbestos suits, J-M's
case includes questions of insurers'

duty to defend and disputes over
coverage of property damage
claims, he explains.

Johns-Manville's primary cover-
age with Travelers is nearly ex-
hausted (Bl, March 23), but Mr.
Caton does not expect interruption
in provisions of insurance coverage
by Home Insurance Co. and other
excess insurers named in Johns-
Manville's declaratory suit.

Mr. Caton says excess insurers
will continue funding settlements

and judgments against Johns-Man-
ville .

Computer breakdown plan

NEW YORK-Companies that rely on computers for a crucial
part of their daily operations are often faced with a nagging fear:
What happens if that computer system breaks down?

Valuable information can disappear forever, work can grind to a
halt and untold dollars can be lost in missed business.

Crum & Forster has introduced a new minicomputer/word pro-
cessor policy designed to help a company meet the additional costs
of operating with rented or new equipment. The policy protects
against floods, water damage and earthquakes-perils for which

claims are generally not made.

Marketed by U.S. Insurance Group, a C&F subsidiary, the all-risk
policy provides up to $10,000 for reproduction of lost information,
up to $10,000 for extra expenses to enable a company to rent com-
puter time or equipment, up to $10,000 for loss or damage of equip-
ment in transit, a $50,000, 60-day coverage for equipment moved to
a new location and full cost of debris removal, up to policy limits.

An unusual aspect of the C&F policy is its flat dollar limit on
automatic coverages, according to the insurer.

"While other companies provide a percentage of the equipment's
limit, not to exceed a dollar amount, our policy has an upfront
dollar limit which in most cases is the maximum offered by compet-
itors," said USIG assistant vp Elroy Dyksen.

Limits are flexible and can be increased as required by the in-

sured, Mr. Dyksen added.

The policy carries a minimum $100 deductible.

Robbins fights recall demand

Continued from page 2

throughout the U.S. and 70 other
countries in September of 1980 re-
commended removal of the IUD
from any patients still using the
device.

The letter suggested removal of
the Dalkon Shields as part of a
routine gynecological examination
and Robbins based its recommen-

dation on recent medical literature
linking long-term usage of the IUD
to pelvic infection.

It is Robbins' contention that the
letter was sufficient. "We don't be-
lieve a recall is warranted at this
time," the company spokesman
said.

The attorney representing the
women's health group, however,
maintains the wording of the letter
was too "innocuous. I'm still get-
ting clients who have been injured
by them (Dalkon Shields)," said
Robert Manchester, of Burlington,

The attorney described the recall
as "cost-effective" for Robbins and
its insurer in terms of avoiding fu-
ture lawsuits from long-term use of
the Dalkon Shields. Incidents of
problems from use are still reported.

Mr. Manchester estimated the re-
call would cost Robbins approxi-
mately $2 million. The company has
already spent more than $60 million
in settlements of product liability
lawsuits naming the Dalkon

Vt.
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classified advertising

RATES AND CLOSING TIME:

order. Responses to Business Insurance blind box ads areforwarded daily. Mail

Reminder:

forwarded.

RISK MANAGER

Multi-unit health care corporation
seeks a Risk Management Professional

when responding to a Business Insurance
blind box advertisement, be sure to indicate on the en-
velope the number to which you wish your resume

to join our corporate staff in this newly

developed position.

The successful candidate will have the

Marty Hodes, ARM
Chuck Hubbard

opportunity to plan, develop, and

implement a complete Risk

Management Program which will result

in minimization of Risk losses in 5 acute

care general hospitals.

Ideal candidate will bedegreed in either

Risk Management, Business

Administration, Law, or Hospital
Administration, and will have five years

experience in the area of Insurance
Administration, in Claims Adjustment,
Professional Liability, Medical Liability,
Self Insurance. Hospital experience is a

plus.

We offer an excellent salary, a full
benefit package and an attractive
career opportunity. For consideration
send resume and salary history to:

DIRECTOR OF PERSONNEL

Peoples Community Hospital Authority
33101 Annapolis Avenue
Wayne, M| 48184

Inmoom

compan
. dividua

RISK
MANAGEMENT

- Safety
« Industrial Hygiene

< Employee Benefits
- Pensions

ADVANCE/RENEW
YOUR CAREER

Representing Select
Corporations & Candidates
Nationally

IS
YOUR AGENCY

FOR SALE?

$500,000+

dence to—-

Call Collect

(212) 599-2662

We are interested in

discussing aP&C
agency purchase in the

range.

We'll handle the prob-
lems; you "keep your
job." Reply in confi-

Box 433, BUSINESS INSURANCE
740 Rush St., Chicago, lll. 60611

Assurance for

METRIC

quality results:

11 E. 44th St.

New York, NY 10017

' SOUTHWEST INSURANCE OPPORTUNITIES :

. Corporate Insurance Manager, major multi-national «

Bl Classifieds.

=

P/ seeks experienced corporate insurance in-
to administrate and manage worldwide in- .

= surance programs. Houston.
: Senior Risk Analyst, international oil company seeks :

addition to its Risk Management staff to analyze both
. domestic and international comoany exposure. Dalllas. .

: Senior Account Executive, large i nsurance brokerage :

. seeks experienced commercial producer to handle -

tio

o sNMIT

WELLS RECRUITING SYSTEMS, INC. -

-5

—

Personnel Consultants

BJ Freewvway,

large accounts and develop new business. Dallas. :

« For information on these and other fee paid posi- -
ns, please call JERRY ARIVETT or BRAD GOLD-"'

Suite 500 -

: Dallas, TX 75240 (214) 9804900 :

.onsulting/Executive Search
Tothe Insurance Industry

'Ld PAUL L OUNKLL
ASSOCIATLS. INC.

One Chase Road
Scarsdale, New York 10583
(914) 725-0773

AGENCY SALES MANAGER
This solid and well-respected Southeast
ern agency is seeking a proven sales pro
fessional to function as a territorial sales
manager Your background and experi-
ence will be in the area of commercial
production with associated sales man-
agement experience Large account ex-
perience required. Agency/brokerage
backgrounds mandatory. Starting com-
pensation will fall into the $50,000++
bracket, plus executive incentives. Con
tact Jim Gilbert in Dallas for additional
data on this exciting position

ACCOUNT EXECUTIVE ASSISTANTS
There exists a heavy demand for com
mercially oriented account executive as
sistants within our Denver, Chicago and
Dallas operating territories. Specific need
forthose persons who have experience in
the rating and marketing of commercial
casualty and/or property accounts You
will be working harmoniously with other
account executives as a part of an under
writing team and may be directly in-
volved in daily client contact. Pelase con
tact Linda Mayer in Denver: Trevor Davis

ads to Barbara Tosheff, Business Insurance, Classified Advertising Dept., 740 N.
Rush St., Chicago, IL 60611. Call (312)649-5340 for more information. Teler Num-
ben 254248. No verbal phone copy accepted.

AGENCY WANTED

Major brokerage wishes to pur-
chase P&C agency located
in Northeast “with ~ premium
volume up to $6 million. For
details please contact:

MARIC ASSOCIATES

310 South Street
Morristown, N.J. 07960

(201) 5404540

in Chicago, and/or Linda Mcintyre in our
Dallas office.

AGENCY UNDERWRITER (Marketing)
Growing brokerage seeks 2nd quarter ex-
pansion to their casualty underwriting de-
partment in Florida, Texas, Colorado and
Phoenix operations. Requires 3-10 years
of commercial underwriting experience
within a strong company environment or,
preferrably, within an agency situation.
Contact Jim Gilbert in Dallas and/or Linda
Mayer in Denver.

ACCOUNT EXECUTIVE (Non-Sales
Capacity)

This Northwestern agency seeks talented
and experienced person with solid knowl-
edge of commercial accounts. Strength
will be in either property or casualty lines
as there actually exists TWO positions. A
background in working with the construc-
tion industry is desirable but not manda-
tory. No production responsibilifies, but
you will be called upon to service "3 or 4
jumbo accounts. Please contact Jim
Gilbert in Dallas for details.

‘A RECOGNIZED LEADER IN THE RISK MANAGEMENT,
AGENCY/BROK ERAGE FIELD"



More from RIMS

New study

marks rise

8 — 1

-7 _
of risk exec --4

Continued from page 1
rity is shared, it is usually in con- - -
junction with the corporate presi- 5 I I rl
dent, treasurer, vp-finance or chief
findncial officer
More than 50% of risk managers
hapt been active in workers com-
pensation .egislative or regulatory
issues, and nearly all risk manag-
ers surveyed say they expect to be
involved in the workers compen-
sation atea in the future

Another 27'70 of rik managers .
have been active m such product

Risk planning

means rmore

than buying

SAN FRANCISCO-Risk man-

agers ale getting corporate reeog-
nition that their Jobs involve a lot
more than buying insurance
According to the RIMS-Time
survey, the exact title of the person
in charge of risk management op-
eratioNs now is likely to contain
the WOId "manager” and/or *'risk’

instead of insurance

In 1975, 60% of those surveyed

- said risk management was handled
44.-. by someone with an insurance

title
Now, only 34% say someone with

an insurance title its responsible for
risk management

liability issues as the drive for tort Tt - Use of the word "risk" to desig-
reform But less than 10% of ns'K 1 -1t $Z. nate the head of risk management
. - 7 F + f: 2 i *

managers expressed current inter- 3 4-1 * operatons has more than doubled

est in f he foreign regulation of ser- t &1 - since 1975

vices, such as transbordei data Risk manageis also have begun

flows, or the establishment of new -0 nail doF n top management jobs

markets, such as the New York i - -4 | here :ie 126 full-time risk man-

L i ee '1'fade Zon, t 36, agers who are vice presidints of
"Services are the most impurtant ° their corporations, a 260% increase

growth area in risk management," - 1.1, . from the 35 full-time risk manag

said #ir Long, a point brought ors who were, ps in 1975

hnme by the sut wey h- Most risk n,anagers report to the
r'ull-tinic risk mana€t rs are ; . ' - v.' finance department Five years

about 10% more likeh ro use .,ari- UEaS - ago, risk managers were more

o115 1 »,k management ser,ires than
r. rt-time risk managers, Mt Long r
noted

“11rr

Claims adjuxtint: 7,4 loss con-
trol lead rhe list o- 6, r , ces most

trequently used by r,sk managers

'
2/ lfnoiforthcduyse .2 -f - .3--U ... -
0 * 07 : y11#
ing services, up from about 78% in ,>DP =-"g- "3
1975 41
Oiher sen is used by more
than 50% of those surveyed include
property appraisal, computer-based
information systems. industripl hy-
glene and salvage i ecovery plans
and subiogation
Risk managers say insurers are &
their first choice for supplying
claims adjusting, rehabilitation,
structured settlements and salvage ;
and subrogation services,dispite f, . '

44 os

the proliferation of vendors

lisely to report to a corporate vice
president or the treasurer

Some 27% of the risk managers
-urveyed sal they have employee
1% nefit res©onsibilities, tou

The ave, :,se full-tinr , isk man-
ager controls three times the pron-
e Ity ' casualty insurance premium
as a part-time risk manager Last
year, full-time risk managers spent
$2 16 million on property/casualty
insurance premiums while the
part-tiniels controlled $698,000 in
property/casualty premiums

The grow th of risk management
has fueled the enormous expansion
, 4 RIMS Between 1975 and 1980,
RIMS U S membership grew to
2,897 organizations from 1,786, a
62% increase

With the sharp i ise in new mein-
bers, many of which are smaller
firms, employee size of the mect,2'
RIMS member company lids

. - dropped to 3,931, down from 5,940

v o

Copies of ' The Present Status -
and Future Role of Risk Manage-

ment A Sureey of US Risk Man- h

agers ' are aradable from the Rtsk
& Insurance Management Socze' 4 'L b

Inc, 205 E 42nd St. Nee Yo, i,
NY 10017
Single cop,i., are available for |SFE. .

$20 for RIMS members, $40 for Photo San Franciscovisitor- P .reau

employees in 1975
The number n' full-time r,sk

managers rose from 994 in 1975 to

f1,729 in 1980, a 74% gain

Nearly all risk managers hold
college derees, 23 4% also have

earned post-graduate degrees

- 3 About 21% of full-time risk manag-

ers have ARM desgnations while

nonmembers Discounts are avail- Many nsk and benefit managers were too busy to see San Francisco's famoustrolley cars, but most satd 16 2% have ea. ned a CPCU desig-

able for bulk orders the RIMS Conference put them on track to new Ideas for their return home

nation

Coordinate benefits with a master plan

Continued from page 3 employee contribution levels maae in accordant- e w'jic wide creasingly complex, he noted lii
“1"he third-parly national may be a Centralized benefits planning is v: :ety of tax 3 nd other local laws some countries outside tne Anglo-
guy without benefits if 40 never being imposed by financial regula- ariel mandates Saxon community, pension trusts
stays long enough to ve.t pension tors, added Mr Hyiand Financial lie or she also must :heck zo are unknown In Germany and
benefits in one country,"” points out Accounting Stand ards Hoard verify thet assets are measured in a Japan, for example pension plans
Mr Hyland But eventually he will (FASB) Ruling 36 requites disclo- wa) that does not distort true typically are funded through book
retire and come knocking on the sure of foreign pension hability in value reserves, supported by the general
door, demanding loosely promised consolidatea financial statements if No benefit, }Jnanager can expect assets of the corporation
the data is af- 'shle to grasp all u.c tax laws piA ac- The real value of pension plans
Most compan'. . say thev haven t counting rules ir every foreign may be undervalued due to laws in
To develop a multinationst ben- been able to aevelop that informa- country where the corporation op- some countries that demand in-
efits common denominator, Mr tion But they probably will be re- erates and probably sholLld retain a vestment income be assumed at a
Hyland 1 ecommends that corpora- quired to produce it within the consuliant to provide that exper- low rate of interest In Holland,
tions establish a master plan for next feR years and should be tise, said Mi Hyland thar interest rate assumption is
benefits management thinking about how they will, ob- *1*% and in West Germany it is
It should consider labor force served Kent Barker, president of Thr trick is to meet manage- 3.5%
competition m different countrie:, Swiss International Services Inc, nient deniands for informal i on, Benefit increases must be amor-
pension plan valuation criteria another panelist employee demen(is for bi nefits tized over three years in West Ger-
(turnover rate, entry and retire In formulating a master plan luy :nd ta, authortly demands ali at many, whereas U S accounting
ment age), alternative funding ve- international benefits, the manager the samc time, Mr Hj Idnd says pc.nciples allof for | longer amor-
hides, applicable interest rates and mist ask if the assumptions are Funding issues are becoming in- tization scheduk

benefits

*8

Bdrker
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States hunger for Florida wage-loss data

Continued from page 1 Dr Larson says Oregon's proposal
"In principle, every state should is one of the most creative and
have been using wage-loss all "splendid" proposals he has seen
along,” says Dr Larson, the author - Delaware's Rep John Burris is
of a 10-volume treatise on workers scrambling to make last-minute
compensation modifications on former H B 87,
"Literally, 80% of the workers which was killed last week in com-

compensation dollar has been frit- mittee, so that he can reintroduce a

e1away on small impairments,“ comhpo;kb1 tislwewehk.ch Re

"Florida took the'lead m what Bu
appeared to be a dramatic revolu- for stategy's sake, closely resem-
tion, but It'S really just putting the bles Florida's wage-loss concept
system back where It should have The bill doesn't have the remploy-
been," he added ment feature that Oregon's pro-

He's confident Florida will posed bill does, but it does prevent
handily withstand court challenges benefits from exceeding an injured
to the system Wage-loss, in effect, employee's former wage
takes away a workers' right to re- = Louisiana's Association of
ceive compensation beyond the Business and Industry IS backing a

ris says he iS simply rBwriting ,

" A jury It wasn't immediately clear IS echoed by the National Council
whether a counter proposal for on Compensation Insurance, a
wage-loss compensation would ap- group that IS waiting for Florida's
pear, he said loss figures to "ripen" a little more

The wage-loss concept, says Eric before endorsing the wage-loss
Oxfeld, associate director of em- concept
ployee benefits for the U S Cham- The National Assn of Indepen-
ber of Commerce, has caught the dent Insurers hasn't taken a policy
imagination of the entire workers position on the new system, but the
compensation community association is monitoring states that
"There is no discussion of com- are actively pursuing it, says attor-
pensation that doesn't include the ney Sam Sorich
wage-loss concept,” said Mr Ox- "We support wage-loss in states
feld that have a good administration
He cautioned states not zo copy and oppose it for states that have a
Florida's system without first look- poor administration,” he said "The

ing at their own state's special in- state we're watching now IS Flor-
Larson terests and intricacies ida," he added
"l would bet that every state is

- Washington state, which is in aware of or studying wage-loss and The American Insurance Assn

time off work unless the enployee bill, based on the Florida plan, to the process of revamping its entire several are at the point where supports the Idea, too, but says
can prove the injury caused a loss revamp the state's benefit system workers compensation law under they're seriously considering a law wage-loss requires an effective ad-

in wages when they returned to to a system of replacing lost income H B 31, had the wage-loss concept change,” he said
rather than a lump-sum disability portion of the proposal killed last

work

ministrative system to work well
"Wage-loss is a better way to The Alliance of American Insurers

Two pending lawsuits question payment, says Johnny Coch, attor- week by a senate committee after keep track of losses than the im- predicts it Will take another one to

the constitutionality of the state's ney for the group
new law and allege benefits pay-
ments are insufficient (Bl, March
30, 1981)

agencies and state administrators tor for Louisiana, the only state in

A major portion of the bill, Charlie Murphy, assistant director islative committee chairman of the
however, will serve to establish a of the industrial insurar.ce division International Assn of Industrial stands the test of time, most states
Even though many industry workers compensation administra- in the Department of Labor

organized labor in the state let pairment rating system most states two years before Florida's loss ex-
their opposition be known, said have," adds Michael Gillman, leg- perience can be evaluated
"If it proves successful and with-

Accident Boards and Commissions will look at wage-loss That's if

The plan, which was strieken Mr Gillman also is chairman of they haven't already," said Jack

admit to be carefully watching the U S that doesn't have a central from the bill, would have switched Michigan's workers compensation Doyle, senior legislative anaylyst 1

Florida's court challenges to ItS agency where workers can file for workers to compensation simply appeals board
wage-loss system, the states are workers compensation Employees for wages lost from a disabling in-

forging ahead with new legislation in that state are forced to file a
« Oregon, a state that has come lawsuit in circuit court if they can-
the closest to realizing a new law, not get satisfactory disability ber. e-
has a bill pending (H B 2600) Rep fits from his or her employer
Jim Chrest says the bill is a revi-
sion of a similar attempt he intro- entire workers compensation sys-
duced more than two years ago tem under legislative docket No
The latest bill, which is currently 1033, has legislation pending that
before the house labor committee, would revise disability payments
goes a step further than Florida's under the model wage-loss con-
bill by mandating that an employer cept, says Sen Charlotte Sewall,
of 10 or more workers re-employ the bill's sponsor
an injured worker and place that

- Maine, a state also revising its

of workers compensaton for the
That positive nod for wage-loss Alliance

Vermont aims for captives
With industrial group law

industrial insured captive the despomt 15 larger ($400,000 for
Under the bill, an industrial in- capital, $350,000 for surplus)
SAN FRANCISCO-Lower cam- sured captive would consist of a "We have tried to match the

By STEVE SHERWOOD

She says she has hope for the tal and surplus requirements, no group of entities, each of which level of the captive with the level

worker in a rehabilitation program bill, but admits that the labor com- tax on reinsurance premiums, and must have 25 or more employees, of the security requirements," he
to facilitate the employee's early munity is picking away at the pro- the creation of a new type of cap- premiums of more than $25,000 a sald

return to work

Workers compensation expert mains in committee

Insurance services guide -

posed system The legislation re- tive- the Industrial insured group- year and a full-time employee re-

A safeguard provided in the bill
is the formation of an Industry ad-
To form an industrial insured visory commission to the Vermont
passed by both houses of the state's captive requires a minimum capital Insurance Commission comprised
legislature and surplus deposit of $200,000 and of persons prominent in the state's

$300,000 For a pure captive, capital insurance industry

Vermont Insuranee Commis- and surplus deposits of $100,000 This commission will review all
sioner George Chafsee announced and $150,000 must be made This applicant captives to assure they

-are all designed to draw captive sponsible for insurance
business to Vermont under a bill

/ [ at the RIMS conference last week compares to $400,000 and $350,000 are desirable and can meet sol-

For advertising

DATA PROCESSING . . .
information in the

Custom developed comprehensive
software available for Life and A&H

8d panerande/oor aal:ketv2[:t:
Call or write for more information
STAR PLAN DATA PROCESSING
2040 W Wisconsin Ave.
Milwaukee. Wis 53233
414-933-0800

Insurance Services Guide

Contact- Barbara Tosheff
740 Rush Street
Chicago, lllinois 60611
Telephone (312) 649-5340

| ANALYSISe COORDINATION
_Jil Offering a System

Analysis of risk management
2- 1; Technical Lawsuits principles and practices
Send $29 for one-year subscription to
David Warren, CPCU
58 Otablo View Dr
Orinda, CA 94563 (415) 254-9472
Add $6 if we bill you

RIsk Control Corporation

P O Box 30237

Bethesda, Maryland 20014
301/320-4900

Contact Dr Alan D Morns, Premdent

BENNETT & BENNETT

ATTORNEYS
NATIONWIDE COLLECTION PROGRAM

for

Property Damage Claims
Subrogation Claims

Unpaid Premiums
A total cost of $8.75 for each claim

« Absolutely no other cost
= You receive 100% of all monies collected

WE PROCESS:

Any Size Claim « Any Volume of Claims
Anywhere in the United States
NATIONAL OPERATIONS CENTER

116 John Street
New York, NY 10038
Telephone: 800-526-6960

Telex 226000 (Etix) Domestic 12041 (Xas Nyk)
Cdble Address NYSUBRO New York

that the new captive law will be for capital and surplus deposits re- vency requirements
effective July 1 quired under Colorado's captive
Vermont's "Special Insurer law The law's tax structure, calling
Law"” makes domestic captives John Sarchio, an attorney with for a one percent state tax on di-
more feasible than dc other state LeBoeuf, Lamb, Leiby and Ma- rect-written premiums and no
regulations, Mr Chafsee said Colo- cRae of New York, a law firm ad- local tax on reinsurance premiums,
rado, Tennessee, and Virginia all vising RIMS on the captive bill, iS the same as in Colorado The
have special captive laws says he thinks the deposits are auf- principle advantage IS over off-
It does not begin with the prem- ficient shore captives whose premiums
ise that there must be a market re- "The basic difference is between from the U S are subject to the ex-
striction before a cal:tive can be captives that are large and would else tax of four percent on direct
formed,” he says not impact private individuals and premiums and one percent on rein-
"The bill is designee to capsulize group association captives that surance premiums
on the captive phenomenon and to could have an adverse impact, There are no minimum premium
bring good, clean industry to the said Mr Sarchio The financial requirements in Vermont, except
state " standing of a pure captive, formed for the industrial insured captive
Reg Beane, RIMS government by a single parent company, would This contrasts with the Colorado
affairs director, says the measure is only affect that company so a law that requires annual minimum
novel because it provides for tradi- smaller deposit is required premiums of $500,000 for pure cap-
tional pure and association captives Association captive losses would tives and $1 million for association
and introduces the ccncept of the have a more widespread effect, so captives

Monsanto faces workers' lawsuit

By JOHN MAES testing and treatment of employees risk at the Nitro facility

who contracted diseases from ex- The firm is a member of the

CHARLESTON, W Va -A posure to para-aminobiphenyl state workers compensation fund
group of employees of Monsanto (PAB) over the last 20 years, and paid more than $324,000 m
Co have filed a $1 7 bilhon suit in avoiding workers compensation premiums to it in the 1980 fiscal

In addition to PAB, the suit year, according to Ms Lewis
The affected workers labored in

federal court here contending their
employer exposed them to danger- identifies the chemical 2,4,5-T, a
ous chemicals over a 32-year-pe- defoliant, as a hazardous substance Various areas of the plant in a
riod, with full knorA ledge of the to which workers were exposed "spectrum of job classifications and
hazards The use of both has been discontin- duties," such as production and
The suit was filed on behalf of 54 ued by Monsanto, a company utility workers, maintenance
current and former employees of spokesman said workers and mechanics They suf-
the Monsanto chem cal plant in Mr Calwell said he wants to find fered mostly from cancer of the
Nitro W Va, including the survi- out whether the employees in- bladder, heart disease, leukemia
vors of eight who died, allegedly volved received all the workers and other disorders, Mr Calwell
from disorders caused by chemical compensation benefits to which said
exposure they were entitled Monsanto would not discuss its
W Stuart Calwell Jr, a Charles- However, the company and West liability insurance, but a company
ton attorney representing the Virginia workers compensation spokesman said the firm denies
workers, said the suit also accuses commissioner Gretchen Lewis said charges that It knowingly endan-
Monsanto of self-insuring costs for the firm does not self-insure the gered the health of its employees .
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Bl Insurance Index Brokerage stocks outpace

overall industry indicators

By LEONARD M. WILSON

By B H
Tnsurance 6rokerage stocks have perked up B I tl Cker
1 ilately Nothing has been dramatic, but
fi since January they have seen a creditable
20% advance compared with a gain of abundant capacity in primary and rein- ments before they are generally visible It

dound 10% for the Standard & Poor's 400 surance markets and the lofty level of in- could be that the brokerage shares are dis-
In Strla S vestment income Aetna's underwriting ex- counting a letup in competition even though
Performance of the brokerage stocks gen- perience, it is felt, may be worse than the the light is not yet shining at the end of the
erally depends on the premium rate en- Industry's and, therefore, not sufficiently tunnel
vironment, and their price movement representative to enlist followers yet
closely parallels the ups and downs of rate- What will it take to turn the market? A Tn addition, the group has demonstrated an
The Business Insurance stock index declined making in commercial lines through the decline in interest rates might help, but lunderlying resiliency that adverse operat-
0.4 to 179.9 from 179.5 even though 34 stocks 1970s strength in the economy could rule out that ing conditions have masked Rate competi-
rose and only 30 dropped. Seven wereun- So the current rate war in commercial possibility Probably, the underwriting cycle tion has effectively prevented the brokers
changed. Posting the largest drops were: lines remains a central concern Severe rate- will have to unwind as mounting under- from raising their commissions sufficiently
Frank B. Hall & Co., 9.5%; Aneco Re,nsurance cutting in the property/casualty industry has writing losses become unacceptable even in to offset expense increases for about three
Ltd., 8.6%; Aetna Life & Casualty, 7.3%; stymied brokers' earnings growth and, si- the light of exalted levels of investment in- years Few companies in other industries,
Marsh & McLennan Cos., 7.3%, and Armco multaneously, diminished investor interest come

4/9.'47404)44344.4#9444¢/46

given the current inflation in costs, could en-

Inc., 6.6%. Biggest increases were by: United in their stocks Problematical, and so the brokers have ht- dure a similar inability to increase prices
Fire & Casualty Co., 10.2%; Bitco Corp., There is little doubt the present cycle of tle alternative but to pursue a three-pronged without great damage to profits Yet the bro-
6.3%; SRI Corp., 5.7%; Tokio Fire & Marine rate competition reflects a quest for a new strategy of restraining costs, developing new kers, in contrast, have been able to maintain

Insurance Co., 5.6%, and Avemco Corp., equilibrium between underwriting results services, and intensifying the search for new earnings power

5.3%. The 0.2% index drop was slower than and investment income High interest rates business This strategy makes sense in all Upcoming earnings reports may not be

the fall of the three major market indicators. coming on the heels of accelerating inflation circumstances, but it is particularly critical especially encouraging, and there may be a

Standard & Poor's dropped 1.5%, the New has caused investment income to soar when soft markets are in sway few more bumps in the road to Improved

York Stock Exchange was down 1.2% and This has fostered a preoccupation with Investment performance Nonetheless, in-

the Dow Jones Industrials fell 1.1 %. cash flow and a willingness to accept under- T Tnfortunately, the magnitude of rate re- vestors may have begun to focus on the pos-
writing losses of indeterminate magnitude as U ductions is so pronounced that the ad- sibility that firm markets are not that far off

a trade-off for a predictable level of incre- verse effect cannot be fully overcome by and that brokers, m an environment of sta-
mental investment income new business and attention to costs

British issues
ble rates, retain a potential for strong
True, the publicly-owned brokers have de- growth

rates will firm late in 1981, there IS Stlll no veloped a knack for finding a great deal of
sign of a letup in rate competition, unless new business despite soft markets, but that
Aetna Life & Casualty Insurance Co 's turn- usually has not helped the production effort
about can be taken as a portent of change And cost controls generally have worked
Aetna's recently proposed rate increases and well But a policy of restraining costs can
more stringent underwriting standards only go so far before It undermines the abil-
might be encouraging if this were, say, 1974,
but competition has been so bruising that

1 Week
=N Price P/E Div. Yield High-Low Though spokesmen for the brokers hope
Companibs pence pence % pence pence

Comml Union 167 87 1543 93 171-167

Financial Briefs
Eagle Star 246 92 1500 61 248--242
Gonl Accident 348 8 7 1919 5 5 356-448
Gdn Royal Exch 350 87 2214 63 364-348
Phoenix

Overall forecast

278 10 O 21.29 77 284-476

Royal 390 8 4 34 29 8 8 390-387

Sun Aman- 888 100 4714 56 849822 ity to service the client Underwriting results for the property/ca-
Maintenance of client service has re- sualty Industry, which showed a predividend
most observers are doubtful, if not down- mamed a paramount goal for all public bro- combined ratio of 100 8 in 1980, will continue
right skeptical, that a single underwriter can kers Notwithstanding new business and ex- to deteriorate over the next few years, ac-
change the situation pense control, the public brokers, as a group, cording to Data Resources Inc's forecast for
Caution about rates is dictated by the have experienced an erosion in profit mar- the coming year
gms that is expected to continue in 1981 and Premium growth, which is not expected to
hold back earnings growth keep pace with rising claims costs and in-
Because markets are still soft and rising creasing frequency patterns over the next
Manhattan Co Inc in New York, spectat:zes rates are a prerequisite to better price action three years, will cause the predividend com-
in insurance brokerage stocks He ts a mem- for the brokerage stocks, how can the recent bined ratio to hit 103 1 this year and remain
ber of the New York Society Of Secunty Ana- price strength of the brokerage shares be ex- close to that throughout 1983

11/sts plained? Stocks tend to anticipate develop-

Brokers
CEHeath 236 11 5 1387 59 240-233
Hogg Robinson 120 96 814 68 120-116
Alelt Howden 123 94 1000 8.1 124-123
JH Minet 102 128 645 63 103-102
Sedg Grp 121 120 714 59 122-119
Stenhouse Hidg 81 77 664 82 82- 79
Stew Wrightson 228 111 17 14 75 228-227
Willis Faber

Leonard M Wilson, a senior analyst at First
313 13 1 17 14 55 315-410

Source Philip Olsen/Alan Clifton, Insurance Indus-
try Specialists Kitcat & Altken Stockbro-

kers, London

The predicted downturn, however, is not

expected to mMmataeah the 1974 anmnd 1975 expperi—

ence In 1975, the all-lines combined ratio hit

106 7, a significant increase over the 103 1
forecasted for the next three years

Bl Industry Stock Report

4/1/81 THRU 4/7/81

The combined ratio for general liability,
which climbed to 125 in 1975, the highest of
all hnes, is predicted to peak in 1982 at 1185,
K auto physical damage, which peaked

APR. 7, 1981 APR. 7, 1981 4/1/81 THRU 417151
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Travelers Corp

United Fire & Cas Co
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United Sves Life Ins Co
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Washington Natl Corp
Zenith Natl Ins Corp
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this cycle

is expected to stay below 100

"The weakness in 1980 net written pre-
mium in commercial multiperil was the most

75 35 6 noteworthy event m 1980 product line re-
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sults Prior to 1980, this line had never suf-
fered from revenue shortfalls during the
competitive phase of the underwriting
cycle," said DRI senior insurance economist
Stan Wright

The forecast expects net written premium
in this line to increase 6% in 1981 despite
predicted competition

Orion Capitai Corp.

Orion Capital Corp has increased its 1980
operating earnings 2 5%, to $13 3 million-
$1 75 per share-from $12 9 million-$1 74
per share on fewer shares-in 1979 But after
a dramatic 73% drop in investment gains, to

8% 2 $412,000 in 1980 from $1 5 million in 1979,

from $14 5 million
Net earnings per share dropped to $180 in
1980, from $1 94 per share the previous year
The company's property/casualty un-
derwriter, Security Insurance Group, posted

Btc 663739 00 00000 663 638 319 Sears’Roebuck & Co (Allstate) NYSE 18 88 27 98 136 72 19 63* 18 75 3,514 5 a good year by lowering its combined ratio to
S & H Co (Bayly Martln 6 Fay) NYSE 32 75 0 4 15 2 1 00 3 1 33 oo 32 75 .330 101 6 m 1989 from 101 9 in 1979, while in-

orc 1925 20 65 OS0 az=
4500 -11 66 =220 as

otc Z700 O5 163 O70 =&
ore 2350 22 93 O1= OS
oK BOTs 22 TS 2oz S8
oic 3950 19 71 200 S1
oic 2325 57 58 O80 34
ot 2188 1 2 110 0.80 3 7
oic 563-62 43 O15 27

19 25~ 19.25
45.50 45.00
27 25~ 27.00
23.50 23.00

ao.88 39.63

40 50* 39.00
23 50~ 22.00
22 oo~ 2188

575 5 50

OoOIC 15788 56 175 103 06 15788 15325

dyne Inc (Argonau

72 Transamerlca Corp (Oc0|dental) NYSE 20 63 1 8 5 6 1 28 6 2 20 88 20 25 408 0 CreaSIng earned premlUmS 11 4%, t0 125 3

117
5.5

165 2

o8 5
314
26 4
562
=6

CONGLOMERATES/HOLDING COS

*Record high/low since Jan 1

AVERAGE 78 ==

, 1981

million from $1125 million

"We believe that our performance in 1980
was very satisfactory given the difficult con-
ditions in our industries and the economy in

System design Altman Information Systems general, as well as special factors we faced

during the year,” said Alan R Gruber,
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The inside view of employee communication

An effective employee communication
program must consider both what the
employees want to know and what they ought
to know. The way Alexander & Alexander's
subsidiary, Benefacts Inc., looks at a hotel
chain will help explain how we willlook at
your business. In this case, we look through
the eyes of the people who meet the guests
as well as the people who meet the payroll.
Analyzing hostelry programs from the time
people are hired to the time they retire.

Only by working from a client's point
of view can we be sure a company gets the
most comprehensive, cost-efficient program
possible.

Effective
communication programs

This insider's vantage point enables our
BENEFACTS® specialists to act as communi-
cation consultants to any organization with
a story to tell its employees. Whether this

means producing Personal Annual Reports
for the employees, simplifying instructional
or contractual language thrcugh our
ClearWrite@ service, providing Retirement
Communication Services, or creating audio-
visual aids and training materials. Benefacts
knows how to drive your message home.

Each industry has different needs. For
human resource management, for insurance,
for risk management, for financial services.
And each of our 120 offices here and over-
seas has the facilities, expertise, and strength
to fulfill the requirements of any company,
large or small, in any industry.

We think a big reason A&A has become
one of the largest and most trusted insurance
brokers worldwide is that we work the same
way with every client. From the client's
point of view.

Front desk activity at the Marriott Essex House in NewYork City.

Alexander
SNexander

From the client's point of view.



