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Risk Manager of the Year
Thomas V. Hallett

GM exec steers

Into policy savings
with a global plan

By SUSAN ALT

DETROIT-Thomas V. Hallett made his mark at Gen-

eral Motors Corp. with swift, sure moves, reorganizing the
risk management department and revamping most ofthe
giant automaker's major insurance programs in his first

two years on the job.

Within weeks ofjoining GM in mid-1978, Mr. Hallett set
his priorities and had his work cut out for him. GM chair-
man Thomas A. Murphy had announced only weeks ear-
lier that GM's overseas and domestic operations were

being integrated,
decentralized management structure.
This enabled Mr. Hallett to establish
consolidated worldwide property and
liability insurance programs for the
first time.

Dividing his 46-person department
into four functional areas-property, li-
ability, special risks and personal
risks-Mr. Hallett deployed his man-
agers and began orchestrating changes
in a half-dozen major areas.

, Maximizing its massive buyer power
and making a long-term commitment
to Industrial Risk Insurers, GM cut the
cost of its worldwide property insur-
ance 67% . And GM gained much
broader coverage for its $40 billion of
properties under a tailor-made all-risk

Continued on page 70

Top GM

DETROIT-Thomas V. Hallett, 38, was
named Risk Manager ofthe Year for 1980 by
Business Insurance at a luncheon here
March 31 in his honor.

Mr. Hallett director of risk management
for General Motors Corp., stepped into the
top risk management spot at the nation's
largest automaker in June 1978. He took

centralizing a

forrnerly

Next page

Cash Mit Bigger reserves push ,,
==*= black lung rates higher 9

Grand jury Investigates
specialty broker for fraud

*Firms hop on-van pool 6aRdwagon

Policies' sticker price: $200 million

General Motors pays about $200 million each year for a
wide range of property and liability insurance programs.
About four-fifths of those dollars go into combined lia-

GM uses a stable of brokers to service its many insur-
ance programs worldwide.
The lineup includes Alexander & Alexander (product li-

bility insurance programs. The largest portion is spent on
product liability insurance, followed far behind by gen-
eral liability, insured workers compensation programs
(GM is self-insured in nearly all states) and auto.
Property insurance accounts for the second largest dol-
lar cost for GM behind product liability insurance, but it's

ability, general liability, workers compensation, auto and
some reinsurance); Johnson & Higgins (U.S. property and
worldwide marine); Frank B. Hall (personal auto insur-
ance for employes, boiler & machinery, aviation, D&O),
and Fred S. James & Co. of New York (consulting involv-
ing D&O, nuclear and captive studies).

a distant second.

Marine, aviation and "other” programs-including
crime, fidelity, surety, D&0O and other assorted policies-
account for less than 10% of GM's annual premium cost.

Three minority brokers participate in property insur-

ance and loss prevention services: W.L. Jackson Co. in
Dayton; Lewis & Thompson in Detroit, and E.G. Bowman
& Co. in New York City.

brass toast Hallett's award

over the helm from Robert M. Cone, who re-
tired this month after nearly 23 years in
charge of insurance for GM.

Roger B. Smith, executive vp and heir-ap-
parent to retiring GM chairman Thomas A.
Murphy, attended the ceremony for Mr.
Hallett and testified to the visibility and im-
portance of risk management within GM's

. Meet I’_g,gg 6!%(S:)iges

financial operations. He complimented Mr.
Hallett on having been chosen to receive the
award and displayed obvious pride while
discussing Mr. Hallett's achievements at
GM.

Although GM for many years has recog-
nized the importance ofrisk managementto
the corporation, the company pays more at-
tention to Mr. Hallett's department now
than before because the cost of insurance
has risen and there is more litigation to con-
tend with, Mr. Smith said.

"We're paying more attention to insur-
ance," he noted, pointing to the undeniable
effect risk management can have on corpo-
rate bottom line profits.

Other GM executives also attended the

Detroit fete: John R. Edman, vp-finance;
John B. Cook, assistant treasurer and Mr.
Hallett's immediate superior; Roy J. Clin-
ton, assistant to the director o f risk manage-
ment, and Daniel J. Bieniek, manager-
liability risks.

Financial executives at GM characterized
Mr. Hallett as exhibiting outstanding lead-
ership qualities and imagination in orches-
trating several major reorganizations of
insurance programs.

Mr. Hallett has been involved in insur-
ance since 1964, when he graduated from
Loyola University in Chicago with a degree
in English and went to work in Liberty Mu-
tual Insurance Co's claims department. He
shifteO gears and plunged into risk manage-

Continued on page 69



INncase ol

Proper planning for an
emergency before it happens
can save hundreds of thou-
sands of dollars and many
production days. Our
experience shows, how-
ever, that few plants have
made any formal, in-depth
plans to get back into produc
tion prior to an accident.

Hartford Steam Boiler's
pre-emergency and recovery
program, PREPARE, outlines
a predetermined action plan
for electrical, mechanical,
and pressure equipment,
plus certain production ma-
chinery Its purpose is to
reduce the length of time

between the occurrence of
an accident and the return to
normalcy This data collec-
tion system can trigger a
financial savings by mini-
Mmizing production delays
and repair expenditures.
PREPARE'S effective-

ness relies heavily on prior

gathering, classification, and
periodic updating of all perti-
nent data. When properly
maintained, PREPARE can
result in a quick, effective re-
sponse and recovery from an
otherwise crippling accident.
PREPARE, designed
and tested for over three
years by our engineering
staff, is a valuable risk man-
agement tool for our policy-
holders who need to
formalize their pre-emer-
gency plans. It's one more
way Hartford Steam Boiler is
providing its insureds with
building blocks for establish-
ing and maintaining effec-

emer cy,
break open -

tive in-house risk manage-
ment programs.

A special issue of The
Locomotive, our quarterly
engineering publication,
elaborates and emphasizes
the need for pre-emergency
planning. A free copy can be
yours by sending this coupon.

| realize that PREPARE is reserved only for
Hartford Steam Boiler insureds, but please
send me a free copy of The Locomotive, so

| can learn more about pre-emergency
planning,

Name
Title
Company
Address
City

State Zipo
Send coupon to: Bl

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE

56 Prospect Street, Hartford, CT 06102

We help more risk managers
manage risks better.



Cash flow:

Premiums, reserves remain

*In corporate, huyers. coffers

SAN FRANCISCO-Corporations mining every
source for improving cash flow in tight money mar-
kets are striking gold in the liability insurance mar-

ket.

_a Insurance buyers digging around the hotly
competitive insurance markets are picking
from "a variety of programs designed to keep
the corporate cash flowing," says Richmond
W. Marshall, risk and insurance manager for

/ Fidelity Savings & Loan Assn. in Oakland, Ca-

lif.

Cash flow insurance programs that allow a
corporation to hold on to its premium pay-
ments and reserves instead of forking them
over to insurers are pumping formerly paid-
out dollars into corporate coffers.

4 Competition for premium dollars has
underwriters courting all sizes of risks with
premium financing offers that would make a
used car salesman blush.

1 "Underwriters are offering what amounts
to free financing for premiums in the

0 $100,000 to $500,000 range,"” said the dis-
-- gruntled sales manager for Bufco Inc. in
Baltimore, Md., Alexander& Alexander's

: << premius-financingsubsidiafyen otner

buyers again¥®t thinking inSurers are

( giving anythingawei-inthese-eash

the plans: The
corporation may have to
Continued on page 104
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Special report:
Calling the shots

Running the risk management and
benefit management programs, not let-
ting them run you, takes planning and
effort. Successful executives reveal

their methods for getting what they

want: Special report, page 37.

Bl Board survey

Bl panel members found cheap liability
insurance prices irresistible in 1979.
And they want brokers to keep their

noses out of underwriting: Page 24.
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Bigger reserves push
black lung rates higher

NEW YORK-Black lung claims
finally being processed by the La-
bor Department will force insurer
reserves and insurance rates
higher this year, Business Insur-
ance learned.

The National Council on Com-
pensation Insurance, which ad-
ministers reinsurance pools that
take black lung risks from residual
markets, is now informing rein-
surers they will have to increase
their reserves this year.

Increasing reserves will push
black lung insurance rates higher
for coal mine operators, NCCI ad-
mits.

Self-insurance and captive pro-
grams for the black lung risk will
also have to increase the ir re-
serves, NCCI notes.

The Labor Department, which

administers the Black Lung Re-
form Act, has been slow to process
claims for lung disease suffered by
coal miners. With minimal claims
reports coming from the Labor De-
partment, insurers have lacked in-
formation they need to establish
the reserves they knew would be
required.

NCCI told reinsurers within the
last two weeks to cough up an-
other $120 miillion in reserves to
cover the cost of developing
claims, one reinsurer told Business
Insurance. NCCI refused to con-
firrn the figure, because it is still

analyzing the numbers.
"It will be about a month before

we'll have figures,” said an NCCI

attorney.
Insurance company analysts at
Continued on page 99

Grand jury investigates
specialty broker for fraud

By LEN STRAZEWSKI

LEXINGTON, Ky.-Postal in-
spectors and an Eastern District
grand jury here are investiga.ing a
former excess/surplus insurance
broker and the mutual insurer he
now operates for possible fraudu-

lent long-haul trucking coverage,
Business Insurance learned.

The criminal investigation, how-
ever, is just the latest twist in a trail
ofbogus policies issued by Robert
R. Campbell. Mr. Campbell and
other producers in at least six
states issued unauthorized poli-
cies on the alleged underwriting
authority of a New Jersey excess/
surplus lines broker whose pur-
ported U.K. markets for the

coverage never heard of him.

Mr. Campbell, former principal
of Transportation Insurers Inc.,
voluntarily surrendered his bro-
kers license late last year after a
Kentucky insurance department
investigation revealed that com-
mercial auto/trucking property
damage policies he sold, citing the

Continued on page 100

Firms hop on van pool bandwagon

By RHONDA L. RUNDLE

LOS ANGELES-Employer-
sponsored commuter van pools
are popular, penny-wise and patri-
otic.

With that to run on, it's no won-
der new van pool fleets are rolling
out of major corporate board-
rooms faster than any other em-
ploye benefit.

Van pooling pioneers such as the
Prudential Insurance Co., the Ten-
nessee Valley Authority and Min-
nesota Mining & Manufacturing
Co. are expanding their fleets to
extend the commuter benefit to
more employes.

Typically, the company buys the
10 to 15 passenger vans and
charges employes a monthly fare
based on commuting distance to
cover capitalization, maintenance,
fuel and insurance costs. The em-
ploye who chauffeurs the others
rides free and gets to use the van
evenings and weekends.

As van pools build good loss ex-
perience, insurer and liability bar-
riers that put the brakes on the
benefit a few years ago appear to

be crumbling.

Most van buyers have at least
1,000 workers at one location and
as corporate giants merely add
company-owned vans to an exist-
ing auto liability fleet policy.

No one reports often-feared
problems with workers compensa-
tion claims arising out of scarce
van pool accidents.

Small companies are generally
poor van pool candidates, trans-

portation experts say. There is less
likelihood at a small company that
employes live close enough to-
getherto make pool transportation
practical. Also, commuter benefits
don't make sense if they are only
available to a small fraction of the
employe population.

Companies that offer the benefit
however, are almost universally
upbeat.

At Fluor Corp. in Irvine, Calif.,

Daniel Archibald, director of em-
ploye services, says van pooling
has developed into a powerful re-
cruitment tool for the engineering
firm. "We have gained employes as
a result of our program,” he en-
thuses. "We've also lost employes
with long commutes that we
couldn't accommodate in a van
pool."

Fluor, like many other compa-
nies, is sweetening the deal

through direct subsidies to em-
ployes who ride the vans. The van
ride cost varies from $38 to $56 per
month, ofwhich 22% is paid by the
company. The employe's contribu-
tion is deducted directly from his
or her check and is not counted as
taxable income by IRS.

"Our claims experience has been
very good," says Dick Peterson,
Fluor's director of insurance and
risk management. The fleet is in-
sured through a corporate auto lia-
bility master policy that covers
about 600 vehicles. After three and
a half years, Fluor now owns 52
vans that transport one out of six
of its employes to work.

Not every company that extends
van pool benefits to employes nec-
essarily owns its own vans. Atlan-
tic Richfield Co. in Los Angeles,
for example, leases vans and buses
from Commuter Computer. The
third-party public and private op-
erator went into business several
years ago with a $100,000 grant
from ARCO. The oil company pays
half of the fare for employes.

Among companies that do own

Continued on page 101
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Va. firms may form captives
under law effective July 1

RICHMOND, Va.-Beginning July 1, Virginia-based corpora-
tions and trade associations can form captive insurance companies
under a new chapter (26) to the insurance law signed by Gov. John
Dalton on April 7.

The law allows captives to meet capital and surplus require-
ments with letters of credit, easing the formation o f insurance com-
panies. But the captives will be subject to most other insurance
company regulation, making the law stricter than captive laws in
Colorado and Tennessee (Bl, March 17).

Group captives will be subject to the guaranty fund, for example.
Pure captives-those underwriting only risks of affiliated compa-
nies-are exempt from the guaranty fund assessment, the insur-
ance department clarified. The author of the bill had said all
captives would be subject to the guaranty fund.

Only Virginia-based companies and trade groups can form cap-
tives, but already the insurance department has answered a half-
dozen inquiries about the law.

111. halts MET's business

SPRINGFIELD, Illl.-The insurance department here has or-
dered the uninsured multiple employer trust sponsored by the
American Assn. of Trauma Specialists into conservatorship pend-
ing liquidation.

The trust, which offered group health and disability coverage to
a variety of health service employes, was ordered to stop writing
business in lllinois in February after an investigation revealed a
large number of unpaid claims (Bl, Feb. 4).

The AATS trustoriginally filed for an exemption from state regu-
lation as a qualified ERISA entity. But the plan never made the re-
quired information filings, according to the U.S. Department of

Labor.

Some of the groups left without coverage have switched policies
to the insured Multiple Benefit Trust administered by VVariegated
Insurance Marketing Concepts Inc. in Van Nuys, Calif. But that
trust accepted only about half of the applicants.

Shell gets Salem settlement

LONDON-Shell International has accepted about $30 million
from South Africa in settlement of its claim for $56 million in the
loss of the oil cargo on the 214,000-ton tanker Salem, which sank
mysteriously off Dakar on Jan. 17 (Bl, Feb. 4).

But Shell will continue its court actions against Lloyd's under-
writers and Frederick Soudan, director o f the Oxford Shipping Co.

of Houston, in hopes of recovering more money.
The joint announcement by Shell and the South African

government's oil-buying agency, the SFF Assn., officially reveals
the oil was delivered to Durban in mid-December. Untilnow South

Africa had relied on its strict petroleum laws to maintain secrecy
over getting the oil, which was delivered there while the Salem's
name was changed to Lema and its tanks filled with seawater.

Kansas approves tort reform

TOPEKA-The Kansas legislature has approved tort reform leg-
islation (H.B. 2493) drawn up along the lines of the U.S. Commerce
Department's model product liability bill.

The legislation makes it tougher for plaintiffs to win product lia-
bility suits in claims involving products more than 10 years old.
The bill also generally bars suits against retailers and wholesalers

of products.

Business leaders are optimistic that Gov. John Carlin will ap-

prove the measure.

N.Y. can't cut aid to Syracuse

SYRACUSE, N.Y.-Under a court order, New York State can't
reduce aid to the Syracuse school district for repayment of a
$400,000 loan from the state civil service health insurance plan. The
state may still fight the court order.

Aid to the school district was reduced by the amount ofthe loan
in 1977, in effect claiming payment ofthe loan, city ofSyracuse cor-
poration counsel Robert Jenkins said.

The loan from the insurance fund was made with the stipulation
that it be repaid if school districts and other public entities with-
drew from the health insurance plan (BIl, Jan. 21). The Syracuse
district withdrew as ofJan. 1 and the state threatened to reduce aid
to the district to repay the loan.

In a related action, the city filed notice of intent to file claim
against the state health insurance fund for a return of dividends it
lost when it left the system. The dividends were applied to reduce
1980 premiums to public entities remaining in the state system.
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- Adopt strict liability,

panel tells Ontario

By JERRY GEISEL

TORONTO-Ontario should
adopt strict liability, but retain
current safeguards in its legal sys-
tem to prevent product liability
problems from approaching the
magnitude they've reached in the
U.S., a provincial blue-ribbon
commission advises.

The Ontario Law Reform Com-
mission, in its final report to the
Ontario legislative assembly, rec-
ommends a key legal restraint on
strict liability: trial by judges, not
juries.

Besides offering a blueprint for
future product liability law in On-
tario, the report comments exten-
sively on the U.S. product liability
system

Despite possible increases in
their product liability exposures if
strict liability is adopted, Canadian
risk managers say the proposal is
just. And they don't anticipate
strict liability will create un-
manageable problems in Canada.

"The commission is saying that
ifyou put a product out of the mar-
ketplace, the product shall be
safe," says John McArthur, man-
ager of credit and property at
Canadian Gypsum. "That's not an

unreasonable approach.”

To insist that companies
"should stand behind their prod-
ucts" is only fair and just, adds
Don M. Stuart, coordinator of
RIMS Canadian activities.

The adoption of strict liability is
needed not because many injured
consumers are not compensated,
but to eliminate the current anom-
alies in the law that result in irra-
tional and unjust outcomes in
product liability suits, according
to the commission.

Under current Canadian law, an

errors &
omissions,

- Royal Insurance Co. was
quoted incorrectly April 7 ("In-
vestment income cuts ADA plan
rate") as saying it doesn't give a
policyholder credit for investment
income in the ratemaking process
unless premiums are more than $7
million. Royal says that except for
the very large risk-generating
premiums of$7 million to $10 mil-
lion-investment income is re-
flected in rates or premiums on a
"judgmental basis rather than a
formula.™

That Royal does not see a thrust
toward buyer pressure for invest-
ment sharing is largely because so-
phisticated buyers using such
programs as high deductibles,
paid retros and captives are able
one way or another to gain credit

for investment income and recap-
ture loss reserves.

= Northbrook Insurance Co.
and The Home Insurance Cos. sup-
port the exposure theory of the
definition of occurrence as it per-
tains to INA vs. 48 Insulations, a
case currently on appeal to the
sixth circuit court in Cincinnati re-
garding coverage for asbestos pro-
duet liability claims. An article in
the April 7 issue incorrectly re-
ported the case as involving build-
ing products manufactured by

1 Johns-Manville Corp.

+ John Belcher, a vp at Marsh &
McLennan, was incorrectly identi-
fied in a caption in the April 7 issue
as being employed by AIG.

Lawsuits won't explode

Even under strict liability, Canada doesn't expect its
product liability to grow as in the U.S.

An injured U.S. worker, for example, can collect workers
compensation benefits from his or her employer and then
sue the manufacturer of the product. Although work-re-
lated accidents result in only 11% of product liability
claims, they produce 42% of all product liability payments,
the Commerce Department said in 1977.

In Canada's provinces, an injured worker who collects
workers compensation is barred from filing a product lia-
bility suit. This provision also holds down the number of
suits.

"A study of the American situation strongly suggests that
the subsequent increases in the cost of insurance pre-
miums have had very little to do with the substantive law of
product liability, but are closely related to the high damage
awards caused by aspects of the American civil litigation
system almost entirely absent from Ontario.

"So long as this state of affairs continues, there would
seem to be no danger of importing into Ontario the Ameri-
can product liability crisis," the Ontario Law Reform Com-

mission said.

injured consumer can sue only if
the defendant was negligent in
making the product or if a war-
ranty was breached. In strict liabil-
ity, which rules in the U.S., a
plaintiff only has to prove the
product was defective at the time it
left the control of the manufac-

turer.

But the commission, whose six
members included two former On-
tario supreme court justices, rec-
ommends a  key legal
restraint-trial by judges instead
ofjuries-to decide product liabil-
it' cases.

Ajurymayshow"unduefavorto
an injured plaintiff where the de-
fendant is assumed to be insured
against liability,” the commission
said in advising against jury trials.

"The judge, by his experience
and knowledge, is more likely to

base awards on reason than emo-

tion,"” Mr. Stuart agrees.

The commission doubts the
adoption of strict liability will
significantly boost product liabil-
ity insurance premiums, arguing
premiums rise more because of
large and unpredictable awards
than because of liability law.

Million-dollar awards are virtu-
ally unknown in Canada. The pos-
sibility of future huge awards is
unlikely since the supreme court
of Canada recently suggested that
except in the most unusual cir-
cumstances, awards for pain and
suffering be limited to $100,000.

Furthermore, strict liability is
not likely to boost the number of
product liability suits filed by at-
torneys. Ontario generally bars
contingency fee arrangements, a
compensation system in the U.S.
accused o f bolstering litigation. "I f
you file suit here, you won't get a

Continued on page 103
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Migrants benefit from innovative plans

By RHONDA L. RUNDLE

SALINAS, Calif.-Innovative
benefit qualifications under the
United Farm Workers of America
benefit plans are inspiring
agribusiness employers to also
design benefits for migrant
workers.

The union's unusual accounting
for time worked by married
couples when figuring benefit
eligibility and its provisions for
portability of benefits shows
benefit plans can be designed for
seasonal and part-time workers.

Seasonal workers have long
been denied employe benefits
because they move around too
much to meet the eligibility
standards of traditional
employer-sponsored plans. Few
companies are willing to extend
costly pension, health and life
insurance benefits to wage-earners
who are here today and gone
tomorrow.

Employers also argue there are

- 1T1T1T1T11111

practical problems to providing
benefits to itinerant workers.
Conventional insurance programs
are not designed to accommodate
the multiemployer employe, they
point out.

But now agribusiness employers
are starting plans similar to the
UFWV's to offer workers an
alternative to union benefits, or to
combat unionization, depending
on one's point of view.

The UFW's tailor-made benefit
programs are financed by
employer contributions wrung
from growers through threatened
or actual strikes. Eligibility
standards for participation are
extremely flexible and realistically
reflect the uncertain nature of
seasonal employment.

A husband and wife may pool
their time, for instance, to meet
minimum hours-worked require-
ments for the Robert F. Kennedy
Farm Workers Medical Plan,
reports Ralph Magana, plan

-dr

Lunchtime movies

wWin rave reviews

ALBUQUERQUE, N.M.-Employers are turning the
lights out in company cafeterias, not as a reaction to the en-
ergy crisis, but as a means of focusing in on a new benefit:

lunchtime movies.

Several hundred employers nationwide are already offer-

ing employes the new benefit of seeing 20-minute movies

three times a week. It kills boredom and improves employe

morale, they said.

Movie packages range from sports to history, comedy clas-

sics and shortened versions ofmajor films distributed by EF-

FORTS Group based here.

"The program is designed for the 42 million American

workers who have half-hour lunch periods," said EFFORTS

president Lew Harris. "It's to help eliminate the boredom

and monotony problem.”

Clark Trucking Equipment Co. in Albuquerque was the
- first employer to dim the lights on the silver screen in the
lunchroom with EFFORTS' films.

"We got into it for the simple entertainment value and for
relief of a rather acute problem: a letdown at lunchtime,"”
said Donald Clark, executive vp and general manager.

The nearly year-old program has not only improved em-
ploye morale, but also improved the employe/employer rela-
tionship, Mr. Clark said. The movies, costing Clark about
$500 a month, also make workers feel appreciated, he said.

Employes at this 35-person light manufacturing company
for truck mounts choose the films, which change monthly.

Brake Parts Co. in McHenry, lll., began offering the movie
benefits to its 525 workers just six weeks ago. But already the
benefit is playing to rave reviews.

"It's gone over real big," said employe relations manager
Vincent Rotello. "People like sitting down, enjoying them-
selves at lunch and being entertained.

"We got into it to provide some type of entertainment for

people doing routine, menial-type factory work," said Mr.

Rotello, who recommends the program to other employers.
Though demand for the movies exceeds EFFORTS' distri-
bution ability at present, not all companies are head-over-

heels over the reels.

At Coca-Cola Bottling Co. in Albuquerque, which em-
ploys 60, movies were shown for three months and then dis-

continued late last year.

"The people didn't seem to care for it. We have too many

different shifts around here. It wound up being more of a

hassle than a benefit," said plant manager James Ballejos.
EFFORTS, which test-marketed the service in Albuquer-

que in May 1979, charges $495 per month if equipment is ren-

ted along with the films. The film charge is $295 per month if

equipment such as the projector, speakers and screen is pur-

chased for about $600. The movies are now available from
EFFORTS distributors in Albuquerque, Chicago and Mil-
waukee. New distributorships are being planned in North-

ern California, the United Kingdom and Canada, to name a

few.

The company has a five-year film supply if three fresh

films are used weekly, Mr. Harris said.

administrator. The more hours
they work collectively, the better
are the benefits they can earn for
the entire family. Employers
shoulder the full bin; there is no
coinsurance coverage even for de-
pendent coverage.

The UFVWV's provision for
husband and wife teams may be a
prototype for future benefit plans
if many more married couples
demand part-time employment as
futurists predict.

To qualify for the pension plan, a
UFW worker must chalk up 500
hours of work each year. Full vest-
ing is earned after 10 years. Usual
retirement is at age 65 with early
retirement possible at age 59.

The Juan de la Cruz Farm
Workers Pension Trust pays
retired workers $50 to $300 a
month, averaging $75 to $100. The
$8 miillion trust is administered by
a joint board of management and
labor trustees. The plan began
with $20,000 in 1973, says Ken
Winterrowd, plan administrator.

Now competing to provide
benefits and presumably lessen
the need for workers to join the
UFWV is the Citrus & Avocado
Pension Trust. It is supported by
80 employers in the orange,
grapefruit, lemon and avocado
industries of Califormnia and
Arizona.

As in the union program,
workers can transport benefits
among growers. A sliding scale
based upon hours worked
determines monthly pension
payments upon retirement. "There
is no distinction between seasonal
and full-time workers," adds Jinny
Clark, manager of the six-year-old

program.

Ms. Clark also manages the
Citrus Insurance Trust Fund
which provides medical insurance
to employes of about 400
participating growers. Workers
qualify for the Pacific Mutual Life
Insurance Co. plan if they work at
least 60 hours per month up to

Continued on page 100

By JOHN MAES

BALTIMORE-A new Maryland
law will open up excess/surplus
malpractice insurance markets to
buyers and save the University of
Maryland hospital $3.2 million on
its liability insurance program.

Passed in the closing hours of
the legislature April 7 and assured
of the governor's signature, the
law will supersede a previous rul-
ing by the insurance department
here that the hospital had to switch
malpractice insurers.

The insurance department was
enforcing a 1975 law that required
all new medical malpractice insur-
ance to be written by an insurer ad-
mitted in Maryland.

Since the hospital's malpractice
risk is insured by an out-of-state
firm, Mutual Fire, Marine & Inland
Insurance Co. of Philadelphia, it
would have been required to
switch at renewal time to Medical
Mutual Liability Insurance So-
ciety of Maryland. a doctor-owned
in-state insurer and the only medi-
cal malpractice insurer licensed by
Maryland.

The new legislation will allow
the purchase of malpractice cov-
erage from an out-of-state insurer
provided there are less than three
firms licensed in Maryland offer-
ing the same product.

Transferring the coverage to

Overlooked group

Seasonal workers have long been denied employe benefits because they
move around too much to meet eligibility standards.

New Maryland law spares
hospital $3.2 million cost

Medical Mutual would have cost
the h6spital an estimated $3.2 mil-
lion more a year than it is paying to
cover its 750 doctors, hospital ad-
ministrators say.

Premiums would have been an
additional $1.4 million over the
$1.2 million it is paying. The hospi-
tal also would have been required
to buy additional coverage to
cover claims filed for incidents oc-
curring under the existing claims-
made policy. That would have cost
an additional $1.8 million, said
John Midkiff, associate director of
the hospital.

Hospital officials are relieved
they will not be burdened with the
additional expense just to comply
with state law. "Nobody in their
right mind would spend $3.2 mil-
lion more than they have to spend
and smile at the same time," Mr.
Midkiff said.

The hospital purchased the in-
surance from Mutual Fire, Marine
& Inland at a time when Medical
Mutual was still a fledgling opera-
tion and not yet prepared to under-
write so large a risk.

Thomas P. Riamondi, assistant
insurance commissioner in Mary-
land, said the department had no
choice but to stand behind the ex-
isting insurance code in dealing
with the hospital's insurance.

"We're a regulatory agency and we

had to endorse the code,"” he said.
"To change the law is a legislative
function, the code is very specific
on that.”

Legislators introduced the bill
after noticing the hospital would
be saddled with the additional ex-
pense if the code were not
amended.

The original law, designed to
maintain somewhat reasonable
rates, was passed in 1975 at the
height of the malpractice insur-
ance crisis when companies were
either pulling out of the market al-
together or charging extremely
high rates for the coverage be-
cause of rapid increases in mal-
practice suits.

At that time, St. Paul Fire & Ma-
rine Insurance Co., which was in-
suring nearly 80% of the doctors in
the state, pulled out of the market
in Maryland after the state insur-
ance commission denied it the rate
increase it was seeking. Commis-
sioners thought the request was
excessive.

The physician-run mutual was
formed to provide malpractice
coverage and the 1975 law was
passed to protect the mutual's
market from out-of-state competi-
tion. But Medical Mutual has now
taken over the near-monopoly that
St. Paul once enjoyed and insures
most of the state's 6,500 physi-
cians, observers say. -
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Dental plan to cover PIA members

MORE THAN 1,800 independent
insurance agents will begin receiv-
ing dental coverage this week un-
der a new plan started by the
National Assn. of Professional In-
surance Agents.

The plan, underwritten by New
York Life Insurance Co., will pay
80% of charges for regular dental
services including exams, x-rays,
oral surgery, extractions, fillings,
anesthesia, periodontal and endo-
dontic treatments, medicines,
drugs and fluorides.

It will also cover 50% of special
services including gold fillings and
installation and repair of crowns,
inlays and bridgework along with
repair and relining of dentures.

A $50 per person deductible is
suspended after the third member
of a member's family has paid it
The maximum benefit is $1,500 per

benefit beat

year per person.

Premiums will be $8.25 per
month for a single employe and
$20.82 for family coverage. Em-
ployers will be required to pay at
least 50% of the premium but can
elect to pay more, the PIA said.

New member agencies may en-
roll in the program within 90 days
ofjoining PIA.

New dental plan

Workers at the Standard Oil Co.
of Indiana refinery in Whiting,
Ind., ended a 12-week strike win-
ning increased company pay-
ments for health insurance and a

dental plan.

The health insurance and dental
incmases are similar to the pattern
settlement won by Gulf Oil Co.
workers last month (FBI, March 31).

Under the pact covering 1,400
members ofthe Oil, Chemical and
Atomic Workers union at the Whit-
ing facility, Standard Oil will in-
crease monthly payments for
family health coverage to $102.50
of the $106 premium, from $84, in
the first year of the two-year pact.
In the second year, with premiums
expected to rise, Standard Oil will
increase its contribution to $120.
Individual employe health insur-
ance is fully paid by Standard Oil.

Under the new dental plan,
Standard Oil will pay $4 per month

of the $6.50 total premium for sin-
gle employes and $15.50 per month
of the total $20 premium for family

coverage.

ASO contract

Blue Cross/ Blue Shield of Ala-
bama has the administrative ser-
vices only contract for a bank trust
health plan covering public em-
ployes in Madison County, Ala.
(Bl, March 31).

County commissioners voted to
set up a trust account with the Cen-
tral Bank of Birmingham for
health coverage at the same time
they raised the maximum benefit
for health coverage to $1 million
from the previous $250,000.

Blue Cross/Blue Shield had been

the county's health insurer.
Blue Cross/Blue Shield's ad-

Is your oss inbrmation
te ins you is time to REAC-?

Your financial people want to reevaluate the impact of your
insurance losses for the past five years. You're trying to figure
out how to allocate insurance costs among each of your divi-
sions. Your loss prevention staff wants a summary of causes
and costs of injuries. And, unfortunately, your loss run just isn't
designed to deliver all this information.

REACT can help. Corroon & Black's REACT, or Risk Evalua-

tion and Control System.

REACT is a unique approach developed by Corroon &
Black's insurance and risk information professionals which
gives you just the relevant loss and cost information you need.

wtorroon & Bac<

Risk Information Services Inc.
301 Plus Park Blvd., PO. Box 1371, Nashville, Tenn. 37902.

It's unique because you tell us the kind of information you
want and then we design the REACT reports that provide it. In
any format or frequency you want. in the language your com-

pany uses every day

That's why REACT offers maximum flexibility A feature
other risk management information systems don't offer. And a
feature made possible by REACT's people working with you to

satisfy all your information needs.

Want to REACT? Just write or call collect, James H. Levine,
President, at (615) 367-9702 for more information. That's
REACT's job. Information. More usab/e information.

ministration fee is 7.5% of paid

claims.

HMO start-up

Employers and the medical com-
munity in Greensboro, N.C., are
studying ways of structuring and
financing a health maintenance or-
ganization to become operational
within the next year.

The start-up cost of the individ-
ual practice association-type
HMO, found feasible in a $40,000
study commissioned by seven area
firms, is estimated at $750.000.

Local businesses would proba-
bly be responsible for the costs of
the HMO, which will obtain sub-
scriptions and handle claims for
the health organization, said
Calvin A. Michaels of Burlington
Industries, chairman of the study
steering committee.

The doctors, in turn, would
cover initial costs ofthe IPA, a pro-
fessional corporation that will con-
tract with the HMO to provide
service. Loans would be secured to
guarantee the o peration for the
first three years.

About 12,000 to 15,000 sub-
scribers out of a service area of
250,000 would be needed to make
the operation viable, Mr. Michaels
estimated.

Companies directly involved in
financing the HMO feasibility
study aside from Burlington are:
Cone Miills, Carolina By-Products,
Guilford Mills, Blue Bell Inc., Pilot
Life and Jefferson Standard Life.

Fithness program

More than 40,000 subscribers
and their dependents are eligible
to shape up in a 10-week YMCA
physical fithess program offered
through the Compcare Health
Plan of Greater Milwaukee, a
health maintenance organization.
The HMO is marketed by Blue
Cross/Blue Shield United of Wis-
consin.

The"Starter Fitness Program" is
abenefitofHMOmembershipand
so its cost is picked up by Comp-
care. The program consists of
three one-hour classes per week
with a complete fithess evaluation
before the course and another at
the end o f the program. Enrollees
may also use any other YMCA faci-
lities while they are participating
in the fithness classes.

A BC/BS spokesman declined to
give participation figures or iden-
tify employers utilizing the fitness
program, but 124 employes of Mar-
quette University who belong to
the Compcare HMO are among
those eligible (BI, Feb. 18).

Savings bonus

LLC Corp. of St. Louis is offer-
ing a bonus to employes based on
inflation if they deposit money in
their individual savings accounts.

About 3,000 workers in the bank-
ing, financial and restaurant firm
will be eligible for a bonus if they
make savings deposits between
March 31 and next April 30.

The bonus will be figured by
multiplying the average monthly
balance in the savings account by
the difference between interest
earned on the account, 6.5%, and
the yearly rise in the Consumer
Price Index.

The plan was devised by LLC
president and chairman Stephen
Friedrich and will be a good hedge
against inflation because it will en-
courage savings and bolster sav-
ings accounts, corporate officials

say.

We'd like to know if you've made
any benefit changes. Write VValerie
Berg, Business Insurance, 740 N.

Rush St., Chicago, lll. 60611 or call
312-649-5430.
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Calif. tax cut may hurt work comp unit
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Howard Jarvis's new proposition
may be costl / for employers.

By RHONDA L. RUNDLE

SAN FRANCISCO-ANother
voter-initiated tax cit in California
could push tile cost of financing
:he workers compensation system
onto employers' shoulders.

California's $27 million workers
compensation program will face a
severe financial crisis if the voters
approve the latest Howard Jarvis
tax cut initative at the polls June
3, state officials warn.

Contingency planning here is fo-
cusing on a shift in funding from
the general tax coffers to employ-
ers, reports Sara Cory, chief of an-
cillary services in she California
division of ndustrial accidents.

The present finances ofthe divi-
s ion are sc precarious, she says, it
m ay be necessary to seek other
funding even ifthe Jarvis initiative

is defeated.

About 10 other states, including
Wisconsin, Arizona and Montana,
assess employers for the cost of
running a workers compensation
system, Ms. Cory said.

Anticipating the Jarvis amend-
ment will be passed, Gov. Jerry
Brown has asked every state
agency to prepare belt-tightening
budgets reflecting a 30% revenue
reduction. His mandate was to cut
programs, not just staff, Ms. Cory
said.

Franklin Grady, industrial acci-
dents division administrative
director, has submitted his scaled-
back budget to the governor. It
contains some"drastic measures,"
on which Ms. Cory declined to
elaborate. She hinted that it might
become necessary to throw

vwWe're

workers compensation back into
the civil courts or to eliminate the
information and assistance bu-
reau, designed to reduce the
amount of litigation.

Labeling such steps unaccept-
able, the department is studying
new funding sources. The legisla-
ture would have to approve any
levy on employers to finance the
system, Ms. Cory said. But she said
she did not know what specific
form such a direct levy would take
or how much it would cost em-
ployers.

"We've never been reasonably
staffed to get the job done any-
way," she declared. According to
department records, workers com-
pensation litigation has increased

110% over the past 15 years while
the number ofjudges has declined
more than 20%. The division's 124
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judges hear approximately 120,000
cases a year.

The Jarvis initiative, alternately
called Proposition 9 or Jarvis Il,
mandates a 50% cut in personal in-
come taxes in California. The fiscal
impact of the proposition is the
subject of intense debate in the
state, but Mr. Jarvis's "Cut the In-
come Tax Committee” estimates it
will slash $3.6 billion out of annual
revenues. Others believe it will cut

a lot Inore.

Although he has pledged to im-
plement the initiative in the "most
humane way possible,” Gov.
Brown opposes Jarvis Il. A tax cut
would hurt social programs, he ar-
gues.

"Prop. 9 will force a catharsis in
the workers compensation sys-
tem," acknowledged Alan Tebb,
general manager of the California
Workers Compensation Institute.
But the real question, Mr. Tebb
says, is whether the system is on
the right track in the first place.
"There is a tendency to increase
staffin order to speed up litigation,
rather than studying how to slow
down or stop the litigation mill,”
he said.

Since workers compensation be-
gan as a no-fault guarantee of med-
ical benefits to injured workers,
any kind o f litigation is anathema
to employers and counterproduc-
tive to the system, Mr. Tebb added.

Many employers doubt whether
more is better, notes Joe Markey,
executive director o fthe California
Self-Insurers Assn. "We need inno-
vative ideas to reduce the need for
expansion of the system,” he
stressed.

Employers are also bound to op-
pose direct funding of the workers
compensation system on grounds
that private employers will shoul-
der the lion's share of the load.
State and local governments are
protected from paying increased
costs for workers compensation by
a recent constitutional amend-

ment.

"It's true that the burden would
fall on private industry,” notes Wil-
liam McClure, chief of the workers
compensation division of Los
Angeles County. The Gann Initia-
tive, passed last year, put a consti-
tutional lid on state spending
increases, he pointed out. Any
mandated increases in state or 10-
cal spending must be reimbursed
out of the general tax fund. Conse-
quently, a move to shift workers
compensation financing to em-
ployers would have no net effect
on state or local governments, al-
though the federal government is
not exempt.

Ms. Cory says the DIA's study of
employer funding evolved
through her efforts to find funds
for an additional 19 clerical and
technical positions in the rehabili-
tation bureau.

Since funds were not available
to create those new jobs, she began
looking for other means to achieve
her objective. Soon the adminis-
trative director suggested she seek
alternative funding for the entire
rehabilitation bureau.

From there it was just a short
stretch of the imagination that set
the division to considering direct
employer assessments to fund the
entire workers compensation
function, Ms. Cory says. -

Storm damage

Winds, rains, floods and tornadoes
caused an estimated $5 million in
insured property damage in Ala-
bama, Georgia, Virginia, New Jer-
sey, New York, and possibly other
areas March 20-22. The damage es-
timate does not include losses in-
sured under the National Flood
Insurance Program.
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editorial opinions

Array of achievements

NE THING WE'VE LEARNED in the

ree years we've presented an award
to the Risk Manager of the Year is that
there are as many different types of or-
ganizations and risk management prob-
lems as there are companies.

No two risk management efforts are
alike, particularly when it comes to the dif-
ference between risk management for a
large firm versus a smaller one, for a gov-
ernmental entity versus a for-profit or-
ganization, for a nonprofit institution
versus any of these.

Good risk management, while meaning
different things to different organizations,

makes an equally valuable contribution to

each.

Title doesn't matter

From the start, our intention has been to
recognize an outstanding practitioner of
the art-and-science of risk management
regardless of whether he/she is full-time
chief o f a risk management department or
a manager with another title (corporate
controller, financial analyst, assistant trea-
surer, etc.) who tackles risk management
along with many other responsibilities.

We want top executives everywhere to
recognize the contribution that a good risk
manager-regardless of title-can make to
the stability and financial integrity of an
organization.

Professional risk management has un-
dergone incredible growth and accep-
tance in many types oforganizations. Only
in recent years have most senior execu-
tives come to know what a professional
risk manager can accomplish by applying
techniques involving engineering, safety,
claims administration, insurance buying,
self-insurance and other approaches.

Adding Honor Roll

Our way of honoring excellence in the
practice of risk management by people in
a wide variety of settings it to add, as part
of next year's Risk Manager of the Year
award announcement, a Risk Manage-
ment Honor Roll.

We are establishing four categories into
which all nominees will be separated:

. Large corporations, with sales of $300
million or more, and/or employing more
than 1,000 people.

« Smaller corporations and businesses,

business iInsurance

the national newsweekly Of loss prevention, risk Anancing and emplove beneAt management

with sales of less than $300 million and/or
employing fewer than 1,000 people.

- Governmental bodies.

- Tax-exempt and not-for-profit institu-
tions of all sizes, including hospitals, uni-
versities, foundations, and so on.

The judges will select the Risk Manager
of the Year by the same method as they
have each year since the competition
started, scoring each nominee on the basis
of nine broad criteria measuring perfor-
mance and achievement on the job. Once
the winner has been selected, however,
the remaining nominees will be classified
according to the four different types of or-
ganizations. The highest scorer in each of
the three categories not represented by the
winner will be named to the Risk Manage-
ment Honor Roll.

It's important for individuals facing dif-
ferent problems to know they will be
noticed for doing the best possible job of
managing risk within the framework of,
perhaps, a less complex company or
within a city government with a limited
budget for covering risk management pro-

granns.

More role models

Just as Business Insurance subscribers
represent all levels of management in all
different sizes and types of organizations,
we want the Honor Roll to recognize
achievement in many types of structures.

Nobody could ask for a better array of
nominees than the 17 individuals whose
names were submitted in this year's com-
petition. For three years now, nominees
have represented the whole gamut o f risk
managers, for all types of companies. This
year, the cross-section of organizations
represented was impressively varied,
including six large corporations, four
smaller companies, four government bod-
ies, two universities and one hospital.

The quality of nominees all three years
has been testimony to the value of an
award to risk managers everywhere. We
want you to have models in each year's
award winner-and in the members of the
Honor Roll to be named each year hence-
forth. Their example is worth emulating,
their successes and practices provide a
beacon for your own work and their con-
tributions are proof of the worth of risk

management within any enterprise.

letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the Tight to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Financial link

To the editor: Your editorial on
the relationship between risk and
cash management, insurance and
finance ("Giant step for risk ex-
ecs," March 3) caught our eye.

As a leading bank to many major
corporations, we at Citibank have
been giving considerable thought
to this very matter. Clearly, with
the trend toward self-retention,
today's risk manager becomes a
manager of cash as well as an ar-
chitect o f insurance programs and
it is our belief that the banking
community should respond to this
evolution with banking services
tailored to the new needs of the
risk manager. In fact, we consider
the risk manager to be an emerg-
ing customer of ours, and we wel-
come your journal's drawing
attention to what seems to us a
very important development in-
deed.

The fact that I, as a banker pro-
viding services to corporations, am
a reader of your newspaper bears
testimony to your observation that
the risk manager is, in fact, a mem-
ber of the financial community as
well as the insurance community.

Tereze Gluck

Assistant vp-insurance services

Citibank, N.A.
New York, N.Y.

Stock omission

To the editor: As a subscriber to

Business Insurance and as an in-

DONALD A. WALSH,
Advertising Director-New York
(212-986-5050, Ext 15)

vestor, | noted with interest the BI
Industry Stock Report (appearing
every other week). However, |
noted that my latest acquisition,
GEICO, is not included, nor is Cri-
terion Insurance or Government
Employe Life Insurance Co. Is
there any reason for this?
Kenneth Bush
Kent County
Grand Rapids, Mich.

- We tried to list the leading com-
panies in the commercial insur-
ance business, omitting the firms

doing solely personal lines/indiv-
idual business.

Bank's note

To the editor: In reference to the
article "Captive steers bus group
into profits” (March 24), | wish to
point out that Chuck Hiatt is not
now nor has he ever been consult-
ing actuary to the Bank of Nova
Scotia Trust Co. (Cayman) Ltd.

Consulting actuaries employed
by captives in the Caymans are re-
tained by the individual compa-
nies themselves.

Anthony Stelling

Assistant manager
Bank of Nova Scotia

Trust Co. (Cayman) Ltd.
Grand Cayman Island

Libel coverage
To the editor: Re: (Bl, March 24),

the Mutual Insurance Co. Ltd. is

Continued on page 98
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How a lapse in insurance continuity
can affecta Board of Directors meeting.

It could bankrupt you.

Here's how it works.

Switching your Directors and Officers
coverage suddenly from one insurer to another
breaks the continuity of coverage you've built
up over the years.

That's because your new insurer will ask
you the following question:

"Does any Director or Officer have knowl-
edge or information of any act, error or omission

A Member Company of American international Group.

which might give rise to a claim under the
proposed policy?"

It's a sticky question. And one you and
your Board might prefer not to have to answen
Because if there are any skeletons in your
company's closet your new insurer could refuse
to cover them, leaving you entirely unprotected
against what could turn out to be disastrous

losses.

By keeping your D&0O coverage with us,

American Home/National Union, you'll never

have to answer that sticky question again.
Because we'll never ask it.

And that's the kind of continuity a Board
of Directors would really jump at.

The AIG Companies.

Let us take the risks.
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BUFFALO and OKLAHOMA CITY

. are first lines of defense against spiraling insurance costs. To call in the
ARMI . Assurex Risk Management Institute,..in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

72 1

ANCEL EARR McELDOWNEY
& McWILLIAMS. INC.
125 Park Avenue
Oklahoma City,
Oklahoma 73102
405-232-0651

LAVERACK & HAINES. INC.
135 Delaware Avenue

Suite 300

Buffalo, New York 14202
716-852-3065

See our ad on page 6

Acid

leak claims

may hurt railroad
B&M fights bankruptcy

By ELLIS SIMON

SOMERVILLE, Mass.-Claims
against the Boston & Maine Rail-
road arising out ofatoxic chemical
leak in a freight yard here could
sidetrack the bankrupt line's jour-
ney back to solvency.

Boston & Maine self-insures the
first $1 million liability per occur-
renee, according to insurance in-
dustry sources. The London
market writes most of the excess
coverage with some participation
by California Union and Lexing-
ton Insurance Cos., Business In -
surance learned.

iIN-for-ma-tion

(in‘far-ma’'shen)

n - knowledge acquired op derived; facts.

To make the right decision about employee benefit packages,
you need the right information. And for groups of 10 to 49
employees, that means information about the CROWN

EMPLOYEE BENEFIT PACKAGES.

We can tell you how our packages give you the

nomy which is characteristic of th

package

et yen malehcoveragefmeed vorevies

We can help you build a first-rate benefit

° package beginning with our basic plan of Life
Insurance and Accidental Death and Dismem-

: berment and then adding the optional benefits

<lz=:s .- that best suit the needs of a particular firm -
benefits like DependentLife, Weekly Income and

Major Medical options that can include Dental.

And you'll find out about the great service Crown Life gives
all its clients. Intercontinental service available through

more than 50 group offices and over 170 agencies and /RP
branch offices in North America, the United Kingdom /=
and the West Indies. A/é4

To get more information about the Crown

*r/ -r

Employee Benefit Packages, just call your local (39/9

Crown Life General Agency or Group Office *4*f

or simply fill out the coupon below. We
look forward to hearing from you.

e 'r

~1)>-b

1> 1 1

* CROWN ’
118'4/dJ*3

LIFE INSURANCE COMFKNY
HOME OFFICE, TORONTO, CANADA

/I p«erp<rs. <2

The railroad's liability limits are
believed to be in excess of $10 mil-
lion. Fairfield & Ellis of Boston is
broker for the account, which was
marketed through Stewart Smith
East of New York.

No lawsuits have been filed
against the railroad yet, but nu-
merous actions are anticipated.
Losses will hurt the railroad's
financial recovery efforts, but will
not necessarily preclude reorgani-
zation, said a spokesman for the
bankrupt line. The B&M has been
struggling to get out of bankruptcy
since rejecting inclusion in Conrail
in 1976.

A switch engine struck the
chemical tanker that had been par-
tially blocking a switch track,
causing the tanker to rupture.

As many as 400 persons were
treated at area hospitals for expo-
sure to phosphoric acid and hy-
drochloric acid. The acids formed
when phosphorous trichloride
leaked from the ruptured tank car
April 3, said Capt. Thomas Do-
herty of the Somerville Fire De-
partment.

The acid fumes forced the evacu-
ation of about 10,000 persons in
Somerville, Cambridge and Bos-
ton.

Of those treated at area hospi-
tals, only two were hospitalized,
Capt. Doherty said. One person re-
portedly suffered a heart attack.
Several persons were also to un-
dergo further testing to determine
if they suffered partial liver dam-
age, he added. Most suffered only
skin and eye irritations.

The leak was brought under
control by area firefighters, chemi-
cal control experts and railroad
workers who were able to patch
the ruptured car with fiberglass
and construct a ditch to contain
the spilled liquid.

Although the B&M each year
moves about 8,000 carloads o f haz-
ardous chemicals through its So-
merville yard, this was the first
serious incident involving haz=z-
ardous chemicals, noted Capt. Do-
herty.

Both the railroad and local fire
departments are trained in the
handling of hazardous substance
leaks.

Railroads have come under
strong criticism in recent years for
unsafe handling of hazardous
chemicals (BIl, Feb. 25). .

Tappan moves
account to J&H

MANSFIELD, Ohio-Tappan
Co. here moved most of its casu-
alty account to Johnson & Higgins
from Alexander & Alexander,
Business Insurance learned.

The remaining casualty cov-
erage on foreign risks will be trans-
ferred to J&H at the next renewal.
Tappan's casualty premiums are
nearly $1 million a year.

J&H was chosen as the new bro-
kerofrecordlargelyforitsmarket-
ing expertise and the fact it was
able to put together better pro-
grams at significantly lower costs,
Bl learned.

At one time, A&A reportedly
earned $150,000 in commissions on
the Tappan account. Beginning in
1978, the property insurance was
moved from Fireman's Fund
through A&A to Affiliated FM, a
direct writer, and then later to First
State, because of substantial cost
savings and broader coverage.

Tappan Co.'s risk manager
declined to comment on the
—h »h=arrmnncg e = - -



A more personalvie
of the excess business.

New York Branch: 100 William Street Los Angeles Branch: 3435 Wilshire Blvd.

New York, N.Y. 10038 (212) 269-1460 Los Angeles, Ca. 90010(213) 380-3045

Telex: 64-5282 Telex: 18-1352

Son Francisco Branch: 44 Montgomery Street
San Francisco, Ca. 94104 <415) 433-3160
Telex: 34-233

AM ERI CAN EXCESS INSURANCE COMPANY

Approved countrywide and in the New York Free Trade Zone.

1 Liberty Plaza. New York, N.Y. 10006
(212)766-6700 Telex: 12-8169

Unlike sorne other excess insurance

companies, we're convinced that on-the-spot,
personal service works
better for our clients

than long distancetele-

. f T l'l_

phone calls or mail de-
livery 11\ PI .-

So, we have rep-
resentative offices
staffed by specialists. -
Peog)le familiar with 11
your local market con- #4.79.
ditions who have the
authority to respond quickly and expel-tly to
any situation.

We offer complete excess casualty cover-
ages; $10 million or more capacity; and, the
people to make certain you insure your corn-
mercial clients more efficiently. Just call the
nearest office.
MidAtiontic AM-RE BROKERS, INC cf Pa, Midwest: AM-RE BROKERS, INC. of 111., Scutheast: AM RE BROKERS, INC,, 3565 Pied- Southwest: AM-REMANAGERSof TEXAS, Inc.,
Independence Square, 510 Walnut Street, 150 South Wocker Drive, Chicogo, lllinois mont Road, N.E, 3 Piedmont Centet. Suite 400, 2001 Bryon Tower, Dallas, Texas 75201
Philadelphia, Pa. 19106. (215) 574-970] 60606. (312) 558-3636 Telex: 20-6369 Atlanta, Georgie} 30305 (40.4; 261-1266 {214 ) 65 1-7600 Telex: 79-1670

Telex 83-4697 Telex: 54-9582
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Maximum benefits

increased

Ky. limits disability payment span

FRANKFORT-Disabled work-
ers in Kentucky will be entitled to
higher weekly benefits for injuries
but for a shorter period oftime, un-
der a new bill passed by the state
legislature.

The bill(H.B. 532), sponsored by
Rep. Lloyd Clapp, places an eight-
year cap on benefits a worker may
receive for permanent partial dis-
ability. A worker may receive
benefits for life under current law.

Workers will receive higher
benefits for all types of injury un-
der the new law. The maximum
payment a permanently totally dis-
abled worker can receive will be
boosted to 100% of the state aver-
age weekly wage from 66.6%. Per-
manently partially disabled

Dr. Peerman won the reverse
malpractice case, which was filed
in 1974, on a summary judgment
that was upheld by the state ap-
peals court.

Self-insured pools

ATLANTA-Georgia municipal-
ities as well as trade and profes-
sional groups will be able to form
workers compensation self-insur-
ance pools under a bill (S.B. 250)
signed into law April 8.

The new legislation will take ef-
feet July 1, 1981.

Work comp pools

ANNAPOLIS-Legislation per-
mitting groups of Maryland em-
ployers to form self-insurance
pools for workers compensation
was approved by the state senate
and sent to the house.

Supporters view the proposal as
especially helpful to the state's
construction industry.

Howard R. Hunt, executive offi-
cer of the Maryland chapter of As-
sociated General Contractors of
America, said construction indus-
try employers in the state had to

absorba 34% increase in workers
compensation rates in 1979.

Current law doesn't allow the
state workers compensation com-
mission to grant self-insurance sta-
tus to groups of employers.

The senate bill would allow self-
insurance pools if the group meets
normal self-insurance require-
ments, including proofof financial
ability, periodic reports to the state
insurance division and catastro-
phe insurance. Only employers
with at least five employes and in
the same industry can form self-
insurance pools under the bill.

Currently, 149 large firms in the
state self-insure, according to testi-
mony at the hearing by Samuel W.
Christine Ill, lobbyist for the

Maryland Chamber of Commerce,
which supported the bill. The
Maryland Self-Insurance Assn.
also supported the bill.

Chemical disclosure

LANSING-Legislation de-
signed to protect Michigan
workers who handle chemicals
was signed into law by Gov. Wil-
liam Milliken.

Employers will be required to
post information about such
chemicals and instructions for
handling emergencies.

"Workers are powerless to pro-
tect themselves if they do not

know they are in danger,” Gov.
NMillilkern s=Said. -

workers and those temporarily
and totally disabled will be en-
titled to an increase in Mmaximum
payment to 75% of the state aver-
age weekly wage from 60%. The av-
erage wage in Kentucky is now
$217 per week.

The new law will become effec-
tive July 15 if it is signed by the

governor as expected.

Company fined

NEW YORK-Trans World Life
Insurance Co. of New York, three
of its agents and two adjusting
firms must refund $1.9 million in
excessive loss reserves and service
fees to nine union welfare funds.

The recovery ordered by the
New York insurance department
is the largest ever, said superinten-
dent Albert B. Lewis.

A total fine of$70,000 was also le-
vied against Trans World agents
Winick Associates Inc. of New
York, W.V. Brokerage Corp. Inc. of
Lynbrook, N.Y., and W.V. Broker-
age Co. of Woodmore, N.Y., and
adjusters Serv-Co Administrators
Inc. of New York and Prepaid Pre-
scription Plans Inc. ofLos Angeles
and New York.

An 18-month insurance depart-
ment investigation revealed Trans
World's retention on certain expe-
rience-rated group accounts ex-
ceeded "highest reasonable
retention levels” and service fees
paid by Trans World to firms act-
ing as third-party administrators
were excessive.

Welfare funds that will receive
disbursements from the insurance
departments are: Teamsters Local
237 Welfare Fund of New York
($1,277,071), Teamsters Local 237
Town of Islip Employers Welfare
Fund ($52,589), Teamsters Local
210 Health and Insurance Fund in
New York ($86,613), Textile
Workers Joint Board Welfare Fund
in New York ($17,039), Fur,
Leather and Machinery Workers
Joint Board Welfare Fund in New
York ($135,080), Meat Cutters Lo-
cal 34 Welfare Fund, Buffalo
($48,118), Meat Cutters Local 342
Welfare Fund in Jamaica, N.Y.
($236,555), Meat Cutters Local 342
A&P Employes Welfare Fund
($1,301) and Meat Cutter Local 5
Packing House Employes Welfare
Fund in Queens, N.Y. ($29,864).

Reverse malpractice

NASHVILLE-The Tennessee

I court of appeals has upheld a

$11,500 award to an physician in a
reverse malpractice case.

Dr. C. Gordon Peerman Jr. was
awarded $3,500 in actual damages
and $8,000 in punitive damages in
the countersuit filed against for-
mer Nashville lawyer Stanley Sidi-
cane.

The doctor's suit charged Mr. Si-
dicane with malicious prosecution
and abuse o f process. Mr. Sidicane
was disbarred in 1979, according to
the state disciplinary board.

THAT IS THE METION OF THE 80'S.

HOw SHOULD
COMMERCIAL INSURANCE
BE EMPLOYED IN
STRUCTURING A SOUND
RISK MANAGEMENT
PROGRAM?

ldentifying and Evaluating Risk.
Accurate risk analysis is the first
and most important step in determining
the advisability of self-insuring.
James risk management teams work
with corporate financial executives
and risk managers to identify and
evaluate risks and then to project the
financial impact for years to come.
Depending on the scope and com-
plexity of the situation, accurate
forecasting may be accomplished
simply by careful review of exposures
and loss history, or it may require
sophisticated computer analysis-we
call it the Bottom Line Approach,
which is a James exclusive. By what-
ever method is indicated, your com-
pany's probable losses and costs are
accurately identified and evaluated.

Risk Retention vs.
Risk Transfer.

The next step is that of deciding
how to manage the risks, and James
plays a vital role in these critical

decisions which can have a profound
impact on a company's cash flow. P&L
statement and ultimately the bottom
line, itself. If a Self-Insurance program
makes sense-and for some compa-
nies with either erratic or unaccept-
able loss patterns, it may not-
James will work with you to arrive at
acceptable self-insurance limits and
to determine the level at which
Excess or Catastrophe protection
should be used in the program.
With this type of arrangement, your
company will not only have an effi-
cient plan of protection. but one which
contributes favorably to the corporate

profit picture, through improved cash
flow and reduced cost.

The Role of

Commercial insurance.

Knowing the markets is critical in
the selection of insurance carriers
and in structuring the best program
for your operations. As a national
broker with a very large premium
volume, we know where the best
terms are available for specific cover-
ages and we know those markets
that are most responsive to your pro-
tection needs at any given time.

Additionally, we have substantial
negotiating leverage with many of
the country's strongest and most

highly regarded insurance compa-
nies. To the extent that commercial

insurance is practical and desir-
able, James employs a broad array

of experience and knowledge in find-
ingthebestmarket foreachinsured
portion of your program.

Administering a
Self-insurance Program.

As every risk manager knows. the
administration of a Self-Insurance
program is a complex, multi-faceted
assignment. James experts work
with your staff to help ease the han-
dling and continue cost efficiency.
From James Technical Service experts
who aid in engineering a safer
environment (thereby reducing losses
and loss expenses) to the James
professionals who expedite claims
payments (thereby improving
employee relations) to the James
statisticians who provide continuing,
computerized reports on loss data
by location (thereby permitting imme-
diate expense-reducing. corrective
action), you have a team that
understands all of the problems,
copes with them, and provides serv-
ices that fulfill the promise of
efficient financial management
through prudent Self-Insurance.

The Matter of Captives.

Sometimes, instead of using a large
deductible, or other forms of self-

insurance, it makes sense to set up a



LONDON-East German under-
writers and London reinsurers
face $7.5 million in losses unless a
load ofhijacked silver ingots is re-
covered.

The shipment,just purchased by
East German traders, was enroute
from London to Tilbury Port on
the Thames Estuary when it was
commandeered by hijackers pos-
ing as traffic police officers.

At risk is the East German state
insurance organization, DAR, and
London reinsurers.

The stolen shipment is the ob-
ject of intensive investigation b\,
Scotland Yard. The police and
U.K. loss adjusters have offered
$750,000 in rewards for inforkna-
tion leading to recovery of the
load. Authorities are also report-
edly tapping underworld infor-
mants in hopes they will help

worldwide

them.

The East Germans had taken the
silvertoLondon, sclditat substan-
tial profit at -.he peak of the gold-
silver boom, then. repurchased at a
much 1cwer rate as the prices were
T.ummeting, sources sa-d.

The traders apparently unwit-
tingly abettee the thieves by trying
tr, keep the transaction a secret
and not reporting to authorities
the silver was being transported,
sources said As a result, the hi-
jackers were able to set up a phony
roadblock and steal the shipment.

Joint research

VWASHINGTON-U. S. and

URE
INSURE

ts,itft 1/,47

Swedish labor officials have pro-
posed a cooperative agreement to
conduct joint research and train-
ing geared at reducing accidents
and health hazards in the work-
place.

Following a week-long confer-
ence here, the labor departments
of both countries have proposed
the joint effort to examine the fol-
lowing areas of workplace safety:

« Methods of training workers
to recognize chemical hazards.

- Organizing labor/manage-
ment committees such as those

business insurance, April 14, 1980/ 13

Silver hijacking may cost $7.5 million

registers in both countries.

* Methods of analyzing and us-
ing equipment to assess hazardous
chemical exposures.

- Developing information on
control technologies to deal with
chemical hazards.

Damages awarded

CANBERRA-The Warringah
Shire council in Australia has been
ordered to pay a record $981,333 in
damages to a 26-year-old woman
who was paralyzed seven years
ago in a swimming accident.

Annettee Merryl Janieson of
Wahroonga sued the municipality
after she dived off a board into a

currently used in Sweden to pro-  tidal pool and broke her spinal
cord, paralyzing her from the neck
down. She charged the municipal-

ity that controls and owns the pool

rnote safety.
- Studies on disease distribu-

tion and control from information

captive insurance company. Before
the decision is made, it takes a thor-
ough investigation, professional
assessment and mature consideration.
If a captive is utilized, it will
require constant surveillance, con-
tinuing analysis, very specialized
professional management and a
corporate resolve to monitor under-
writing decisions, particularly as
they apply to levels of retention,
scope of risk, structure of rein-
surance, and consideration of risks
outside of the parent company. James
Captive Management and/or Captive
Advisory Services perform exception-
ally well in these areas, thereby
functioning as a veritable extension
of your Corporate Financial and
i Risk Management operations.

6 For complete information about
James self-insurance services, phone
your nearest James office, or write
to our President, William E. Burch,

230 West Monroe, Chicago, lllinois
60606.

James

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services

Through More Than 100 Offices Around The World

Risk management is essential to sound financial management.

with negligence.

Warringah Shire was insured for
only $210,000 at the time of the ac-
cident, council officials said. Tax-
payers will have to pay the rest of
the bill, they said.

The council was considering an
appeal o f the court verdict.

Legislation sought

SYDNEY-Frantic rate cutting
in Australia's commercial insur-
ance industry has led to a clamor
for minimum rate legislation but
the government remains reluctant
to intervene for fear of tampering
with the free enterprise system.

Rate slashing, brought on by in-
dustry competition, has forced
some companies to collapse and
others to buck the trend and raise
rates to avoid bankruptcy, sources
say.

Australian treasurer John How-
ard, echoing the sentiments of
many members ofParliament, said
he does not believe in rate legisla-
tion. It's contrary to the free enter-
prise system, he argues.

Italian pool

ROME-A group of 78 major
Italian insurers are setting up a
pool to insure corporations against
liability for losses related to da-
maging the environment.

One policy already issued in-
sures a firm owning a pipeline in
Northern Italy against cracks in
the pipe and accidents that could
lead to environmental damage and
subsequent claims.

Among member firms are Assi-
curazioni Generali, Riunione
Adriatica Sicurta, Assicurazioni
d'lItalia, Toro Assicurazioni and
Reale Mutua.

Firms participating in the pool
will write coverage of up to $2.85
million per risk.

Accord near

BRUSSELS-The Swiss insur-
ance industry is reportedly close to
an agreement with the European
Economic Community nations
that would allow Swiss casualty
companies to do business in and
among EEC countries.

The only point still unsettled in-
volves the extent to which the so-
called free reserve level should be

controlled.

Swiss regulatory agencies con-
trol reserves while there are no

such restrictions on use invest-
ment under EEC rules, observers

_——— - ——— —

Why Texas

workers'

comp coverage
should be

written in Texas.

Only a large Texas carrier-such
as Texas Employers'-with
prompt local service can keep
your workers' compensation
coverage costs as low as
possible. In 1979 alone. local
service helped to provide Texas
Employers' policyholders over
$79.2 million in dividends,
premium discounts, and
retrospective savings.

That's why many national
companies such as yours have
their Texas workers' compen-
sation coverage written

in Texas. By us. Get the complete
story by calling our National
Accounts Division at

214/653-8100.

Texas Ermm.LoveRs,
mMmunance
AssociaTlion

P. O. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:

Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.

Employers National Life Insurance Co.



14 / business insurance, April 14, 1980

M ERICAN COVERAGE
CORPORATION

CORPORATE INSURANCE SPECIALISTS

185 GREAT NECK ROAD, GREAT NECK, N.Y. 11022 (516) 487-3800
"ESTABLISHED 1930"

IN 7#E fSLANOS

Are you stranded in the islands with an offshore captive that
isn't living up to your expectations? Or are you determined
to go offshore but stuck trying to determine which course you
should follow? Whichever your predicament, Assotiated
Company Management of Ebasco can rescue you...with a full
range of management services fined4uned to the needs of
the captive insurer.
» Captive Insurance Company * Loss Control

P e L S I e I

* Reinsurance Consulting
T lIl=airxwa=

= Data Processing and related
reporting systems

Investments

- UnNnderwritimg = Accounting

From feasibility studies to innovative financial strategies, for
clients large and small and of widely diverse interests...
ACME offers you the expertise and range of service that can
sail your captive or insurance subsidiary into smooth
performance offshore.

For more information, call or write: Associated Company

Management of Ebasco, Ltd., Airlie House, RO. Box 161Z
Hamilton 5-24, Bermuda, (809) 292-0124

ACME

ASSOCIATED COMPANY MANAGEMENT OF EBASCO, LTD.

A Subsidiary of EBASCO RISK MANAGEMENT CONSULTANTS, INC.

111. work comp
measures see k

benefit cutback

By JILL KAPLAN

SPRINGFIELD, lll.-Workers
compensation benefits for per-
manently partially disabled llli-
nois workers will be cut 25% if a
controversial new two-bill pack-
age introduced in the house here is
passed.

The bills (H.B. 1795 and H.B.
1796), backed by a group of seven
business organizations and spon-
sored by Sen. David J. Regner,
comprise one of two packages re-
cently introduced in the house to
revise current workers compensa-

tion laws.

Illinois employers are clamoring
for reform of lllinois's workers
compensation laws, arguing that
benefit increases awarded in 1975
legislation are too costly. The AFL-
CIlO in lllinois, however, is vigor-
ously fighting efforts to amend the
law that would reduce benefits.

Illinois legislators have until

June 30 to pass a reform measure
this session.

The Regner package attacks the
cost of permanent partial disabil-
ity payments which now are the
same as benefits for temporary
and permanent total disability and
death benefits: two-thirds o f the
worker's average weekly wage or a
maximum of $353.19.

Other changes would:

- Absolve the employer of any
liability for a pre-existing condi-
tion or disability not caused by an
accidental injury at work. Employ-
ers now frequently pay for con-
genital handicaps and other
non-related disabilites, they com-
plain.

- Eliminate the right ofthe em-
ploye to choose his/her own physi-
cian for treatment. Workers would
choose a physician from a panel of
experts offered by the employer.

- Establish more stringent
guidelines for determining partial
loss of hearing and the level of
noise exposure necessary to in-
duce hearing loss.

Business pressure

lllinois employers
are clamoring
for reform of the

work comp law.

- Tighten the definition of an
injury entitled to an award so that a
worker is only compensated for
risks assumed in performing the
duties of employment. Under the
present system, workers are re-
ceiving awards for accidents in-
curred during recreational time.

While not cutting permanent
partial disability payments 25%, a
three-bill package instroduced by
Sen. Aldo DeAngelis proposes
similar changes in the current
workers compensation law.

In cases where a pre-existing in-
jury is involved, the employer will
only be responsible for the second
injury. But unlike Sen. Regner's
proposal, Sen. DeAngelis's bills
would provide the worker with
compensation paid by a subse-
quent injury fund if disability ex-
ceeds 70%.

Specifically, the bills (H.B. 1739
and H.B. 1740) would:

- Require insurance companies
to offer a $1,000 deductible for
medical expense insurance.

< Permit a group of employers
in a similar risk category to band
together to jointly self-insure.

= Allow\ companies in the same
safety grouping to buy casualty in-
surance as a group based on
pooled experience.

« Require the lllinois Industrial
Commission to establish stan-
dards for determining disability.

* Require insurance companies
to report information on income
from reserves, types o f claims pro-
cessed and administrative ex-

o e—— a m == e == _
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The ABC's of READ «

selecting With claims ALL
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T

(you might save
valuable time

and big money)

Here are some point-
ers for selecting and
working with claims

management consul-
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N left to the _should.me.\ke y?ur

_ are Pest job easier if you're

Son,e things thinking about
self-insurance and

protecting invest-
ment capital. J ust
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CALL ELAINE -TOLL FREE
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CAPTIVE INSURANCE

The captive insurance company is a mysterious concept. Landmark is ac-
tively involved, through offices in Bermuda, the Bahamas and the Cayman
Islands, in the management of offshore insurance subsidiaries for major
corporation/association clients. Our onshore offices provide captive
feasibility analyses for you or your insured. May we tell you more?

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

POST OFFICE BOX 676, OKLAHOMA CITY, OK. 73101 TELEPHONE 405/521-9911 TELEX 74-7191
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If therek a way,
we'll Find it.

We've found insurance answers others didn't
see. In Workers' Compensation and Hospital
Liability, and in other casualty coverage. Ways
to cover any risk-big, small, complex, routine.

At Argonaut, we take a step beyond You'll like our answers.
the textbooks. We look at your individual needs
to give you a program that reflects you.
In its underwriting, loss control, and claims
handling. 4rgonaUt

La. court ruling
could spur suits
among coworkers

By JILL KAPLAN

NEVV ORLEANS-Fellow em-
ploye suits can be filed in Louisi-
ana when an employe breaches his
duty to another employe, the court
of appeals has ruled, possibly
opening the gates on more law
suits.

The court held that an employe
has a right to sue his fellow em-

ploye for damages even though the
harm suffered wasn't foreseen.

Fellow employe suits are gener-
ally prohibited under workers
compensation laws except when
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It's flexibility that allows us to cover you
amply, accurately, and economically To give
you the most for your insurance dollar.

Let us respond to your insurance questions.

Where pioplo talc your buminns mioumly.

National Specialists in Workers' Compensat on and Hospital Liability.
250 Middlefield Rd. Menlo Park, CA 94025 (415) 3260900

the plaintiff can prove intentional
harm under a strict definition of
the word intentional, says Robert
Collyer, executive assistant at
UBA, legislative specialists in
workers compensation.

But the court of appeals held
that an act by a fellow employe can
be considered intentional even if
the harm caused wasn't foreseen.

Sidney Bazley, an employe of
the Jefferson Parish sanitation de-
partment, charges that intentional
acts by a coworker caused him to
be struck by a car while perform-
ing duties on the job in 1977.

Mr. Bazley alleges his coworker
was guilty of intentional acts by:
operating an unsafe and hazardous
garbage truck. continuing the op-
eration of the truck when he ack-
nowleged it was unsafe, failing to
keep a proper lookout, stopping
the truck in a dangerous position
and failing to warn the plaintiff of
an oncoming danger.

A district court had blocked Mr.

Bazley's earlier attempt to sue

Opening the gate
Some observers
fear this decision

could increase tort

liability cases.

Fireman's Fund Insurance Cos.,
insurer of the coworker, on the
groundsofinsufficientcauseofac-
tion.

Fireman's Fund now has little
more than a week to ask the su-
preme court for a reversal on the
ruling. If the insurer takes no ac-
tion or if the supreme court rules
against the insured, the case will
go to a lower court for trial.

Executive officers and co-em-
ployes have been exempt from tort
liability except for intentional acts
since a ruling in 1976 amended
state law, it's been argued. Some
fear that this decision broadening
the definition of intentional harm
could usher in a new wave of tort
liability litigation.

"If allowed on a larger scale, this
would be ruinous to the no-fault
workers compensation system.
We'd be back to tort liability," said
Mr. Collyer of UBA.

Plaintiffs attorneys deny the rul-
ing will have a great effect on the
workers compensation situation.

"This will not open the flood-
gates for litigation,” contended
Steven M. Koenig, attorney for Mr.
Bazley. "There was not much liti-
gation against employers before
the statute granting them immu-
nity was passed in 1976. There are
not many cases of an employe su-
ing a third party.”

"Insurance companies are using
scare tactics on the businessman
by claiming that this will cause in-
surance rates to rise again. Insur-
ers want to make every buck they
can,"” said John J. McCann, amicus
curiae on behalf of the Academy of
New Orleans Trial Lawyers.

Mr. McCann said that although
the case is a serious matter, it
should not be blown out of propor-
tion.

"Executive officers can be sued
for tort liability in 33 other states,”
Mr. McCann said. "We wouldn't be
doing anything that isn't being
done in the mgjority of the other

_—tam—a Cee— = _ —



WHAT CG PEOPLE HAVE
DONE FOR-OURCLIENTS
PENSION FUNDS.

The CG people who manage more than $8 billion in
pension funds have really come through with outstanding
investment performance. That's one important reason for
choosing CG. There are others.

CG pensi6bn specialists work closely with you on your plan.
They'resensitive to the long-range business implications of a
pension, profit-sharing or thrift plan. They offer you a wide
variety of administrative and professional services to fit your
particular needs. Their goal is to make your plan work well
for you.

To find out more, ask your agent or broker to put you in
contact with one of our CG Group Pension Representatives.
Well come through for you.

CONNECTICUT GENERAL INSUUNCE CORPORATION, HARTFORD

COMING THROUGH FOR YOU THAT'S WHAT CG PEOPLE Da
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DES MOINES and PITTSBURGH

. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

LaMAIR-MULOCK-CONDON CO. THE FRANKEL COMPANY

907 Walnut Street

Suite 300

Des Moines. lowa 50309
515-244-0166

Lieberman/Frankel Associates
Brinton Executive Center
1051 Brinton Road

Pittsburgh, PA 15221
412-244-7500

See our ad on page 6
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Rx DRUG PLAN »
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3§110001

01/0081
0.00

Number one administrator for

prescription drug claims.

S U E A. GAB claim work

I#- is under attack

By RHONDA L. RUNDLE

LOS ANGELES-The Southern
California Rapid Transit District
here is suing GAB Services Inc.
charging the claims administrator
with breach of contract, bad faith
and negligence.

The suit was filed after RTD,
which operates the metro bus fleet
here, cancelled its $2.7 million
claims administration contract
with GAB.

The adjusting company failed to
employ sufficient staff to respon-
sibly handle the transit district's
self-insured public liability and
property damage claims, RTD
charges. Poor reserving practices
by GAB resulted in troubling, sud-
den requests for substantial addi-

Hundreds of the World's largest
organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

Today, as a Foremost-McKesson
company, you'll find PCS every-
where... administering plans for

The Number One Centralized Administrator

for Prescription Drug Claims Everywhere

Sri

major insurance companies, Health
& Welfare Funds, and employers of

all kinds and sizes.

PCS is the number one adminis-
trator of prescription drug benefit
programs; and, has been for more
than a decade. There are several
reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto
Rico and the Virgin Islands. And, in
spite of the literally millions of claims

[3 Idliketogetthecomflete PCS Story

constantly flowing from these phar-
macies, PCS has never missed a
paymentto its member pharmacies.

The Bottom Line is simply this:
PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan
offers simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 today.

El Please have a PCS Representative call me for an appointment.

J
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Name

J

Title

PHARMACEUTICAL CARD SYSTEM, INC.

a Foremost-McKesson Company

Vice President, Sales and Marketing —
Pharmaceutical Card System. Inc. -
2005 North Central Avenue

Company

Mail to: Address

Robert W Field. CLU

J

State

Phoenix. AZ 85004

Area Code ()
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tional funds to cover claims, RTD
also alleges.

GAB Business Services con-
tends that its disgruntled former
customer demanded services
above and beyond those specified
in their contract. Besides a motion
to dismiss the charges, which will
be heard this week, GAB has filed
a counterclaim seeking restitution
for loss of business and damage to
its reputation.

Both sides are seeking unspeci-
fied compensatory and punitive
damages, as well as payment o f all
attorneys' fees.

GAB's attorney expects a trial in
federal court within a year.

The business relationship be-
tween the two entities began to de-
teriorate shortly after a three-year
contract was signed in July 1978,
judging from a December 1978 let-
ter of complaint written by RTD
general manager Jack R. Gilstrap.

Threatening cancellation of the
contract, Mr. Gilstrap sternly re-
buked GAB for inadequate moni-
toring of reserves. Ongoing review
of files should result in slow and
steady increases in reserves when
necessary, he noted.

Instead, Mr. Gilstrap declared,
he was shocked to learn that at the

Counterclaim

GAB contends the
transit district

demanded services

beyond those
specified in
the contract.

end of 1978 there was a predicted
20% to 25% de;ficit in the district's
reserves. "This would amount to
an instant reserve increase of $4
million," he calculated.

The failure to conduct such a
continuous review is a direct result
of insufficient staffing, he main-
tained. "If corrective action is not
taken, the district's board of direc-
tors will be asked to consider exer-
cising its option of giving 60 days
notice of cancellation,” he warned.

GAB acknowledged in a reply its
obligations to the district and gen-
erally spelled out its intention to
improve service and expand staff.

GAB now says it had met the
standards of service outlined in
that letter before RTD cancelled
the contract on Feb. 15,1980.

RTD, however, insists that in-
stead of improving, claims han-
dling continued to deteriorate.

"Our client was complying with
the general industrywide stan-
dard,"” says David J. Prager, attor-
ney with the Los Angeles firm of
Long & Levit, which is represent-
ing GAB Business Services. "RTD
wants something more than they
bargained for. To do it their way
would mean more time spent ad-
justing claims than in settling
them.”

R. Joseph De Briyn, attorney
with Musick, Peeler & Garrett
which is representing RTD, filed
suit Feb. 22 in the state superior
court in Los Angeles.

GAB is asking that the action be
tried in federal court, since the liti-
gants are based in different states:
The Southern California Rapid
Transit District in Los Angeles
County and GAB Financial Ser-

vices is a corporation located in
C oo e l=a~~rsr=ar < _ Lan an



Only one insurance broker can
bring Europe toilether
any time you nee(fit: J&H
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S. Robert Beane

Javier Barcaiztegui Managing Director Ronald K.Westhorp

) g N Director Willis Faber & Dumas Ltd Herman B Verbon
Director, International Department Johnson & Hqgins S.p A

. . . Ipswtch England Manager Internattonal Department

Gil y Caruajal, SA. - Milan, Italy Moood Zoonen
Madrid, Spain

Rotterdam Netherlands
Daniel Keruyn

Director. International Division Christian R. Dahms
Boels & Begault SGMN Vite F’re,ld?r\t
Brussels, Belgium Jauch & Hui)ener GmbH

Fiankfurt. Germciny

Henri Sommer

Director, International Department
Gras Sauoye, SA.

Paris, France

Peter B. Bickett
Senior Vice President

Johnson & Higgins
New York, NY

One key reason is our Permanent Working Group, the annual J&H European network conference have built a
unique capability Johnson & Higgins developed years client service delivery system matched by no other broker.
agotoserve multinationals, European orAmerican. The longstanding personal relationships of the PWG
The P\AS is composed of senior operating members and the cohesiveness and flexibility of
executives from J&H in Europe and our network of our network permit J&H to convene swiftly specialists
exclusive European-based correspondents. Through needed on behalf of a client anywhere in Europe on
this network, J&H serves more leading multinationals a moment's notice.
than any other broker. And that can make a world of difference to your
The regular working sessions of the PWG and the company

Johnsoniggins

The ptivate insurance broker. Mt answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFITAND ACTUARIAL CONSULTING THROUGHOUT THE WORLD
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INSURANCECHIEVEMENT
CPCU HOME Sl«U D Y COURSES!
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i .
U Home Study-r.. Efficient! Timesaving!!
CALL TOLL FREE 800,535-3042

[3 CPCU Seminars [3 CPCU|0me S
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Name

gy6%%rgegpcu Starter Kit

Mailing Address
City

Telephone: Home
Insurance Company

State Zip

Office

Mail To:
348 LEEWARD DRIVE, BATON ROUGE, LOUISIANA 70808

Uniroyal workers
at closing plants
will get benefits

By CHARLES EPSTEIN

MIDDLEBURY, Conn.-Up to
3,200 workers will receive ex-
tended health and insurance bene-
fits while another 1,000 will be
eligible for early retirement when
Uniroyal Inc. closes two o fits U.S.
tire production facilities in June.

The effect of the two plant clos-
ings on the company's employe
benefit costs was not disclosed.

Under the current three-year
contract between the United Rub-
ber Workers and Uniroyal, the sta-
tus o f the benefit coverage for the

Is your WHOLESALER

a NAPSLO Pro?

Show us a successful agency and in the back-
ground we will show you one or more wholesalers.
We know the markets, rates and competition. We're
known as the spawning ground for innovative ideas
and often have just the right touch to put the pro-
gram together!

NAPSLO is a trade association of surplus lines
and specialty insurance wholesalers-the industry
leaders.

You probably know several of our members.
Give them a call or send in the coupon and we will
send you the names of several NAPSLO members
in your area who are always looking for a chal-
lenge. Get in touch today-let's both stay ahead of
the competition !

Here's how to find a NAPSLO member.

ysendhomansonLLes. memoers  my e e

— =
I Name L e =8 B ——
E— ] E— ]
1 Agency
—d — B e m e = _ |
Address
— = — =
1 City |
— 1 —
| State Zip I
Area Code Phones#
| — =

1 National Association of Professional Surplus Lines Offices Ltd. 1
1 2131 Kingston Ct., S.E. Suite 116 Marietta, GA. 30067 1

3,200 affected workers is well-de-
fined.

The agreement, signed in May
1979, says the company must give
six months notice of any plant
closing. During that period, the
company continues all benefit cov-
erage, including the payment of
pension contributions.

Dental, life insurance, accident
and sickness, supplemental unem-
ployment and major medical (in-
cluding prescription) are among
the insured benefits the company
will continue to provide employes
for varying periods after the two
plants are closed.

Because mature workers com-
prise the workforces ofboth plants
being closed, the effect on pension
costs "is almost nothing,” said
Norma Sullivan, director of em-
ploye benefits. The corporation

will no longer have to fund for fu-
ture services of terminated em-

UNIROYAL

Contract clause

Employes will
continue to

receive insured

benefits for

varying periods.

ployes. The additional $200,000 to
$300,000 per year in contributions,
which arose because of the matu-
rity of the plans, can be written off
over a 15-year-period, she said.

Uniroyal paid $65 million in con-
tributions to its defined benefit
pension plan in 1979.

Ms. Sullivan estimated 1,100
workers at the two plants will be
eligible for immediate retirement.
Under Uniroyal's plan provisions,
normal retirement is possible after
25 years o f service or at age 55 with
five years of service.

This also includes dropping the
normal 10-year vesting period and
substituting a five-year termina-
tion allowance. This allows the em-
ploye to accrue benefits after a

minimum of five years.

However, wherf a plant closes,
pension eligibility is accelerated.
In addition, Uniroyal is giving a
termination allowance of $12.50
per month per year of service. Uni-
royal "will fully implement every-
thing we negotiated," Ms. Sullivan
said.

As a result o f the 1979 URW-Uni-
royal negotiations and job security
talks that began in 1976, 24 months
of medical coverage will be pro-
vided to affected workers at no
cost. This includes hospitalization,
surgical coverage and drugs. Ms.
Sullivan estimated that compara-
ble coverage if privately sought
would cost the employe about $100
to $125 per month.

Also under the contract, Uni-
royal pays dental benefits for ac-
tive workers only. However, the
URVWV provides coverage for the
severed workers at a cost of $2.07

Continued on page 22



There's a new brand of international conquest spreading out
there. It isn'. called war. It's called investment. Dollars, francs,
yen, and rial are changing hands to the tune of hundreds of bil-
lions a year. And more and more, American businesspeople are
finding it's a whole new ball game.

It's r.ot just language or legal differences that are prob-
lematic. It's the differences in insurance standards between
operations at home and abroad.

As cne of America's largest loss prevention insurers,
Arkwright-Boston combats this problem with a combination of
native intelligence and Yankee ingenuity.

Our overseas accounts are handled by nationals. Insur-
ance professionals who know the ins and outs of coverage in
their countries. But who are trained by us to write policies to

American standards.
And that's not all. Our Factory
Mutual trained engineers operate in over
40 countries worldwide. So facilities
in.he most out-of-the-way places
can have the most up-to-date pro-
tection. At Arkwright-Boston,
we not only think you can
have the best of both worlds,
we think you should.
Arkwright-Boston.
We do it better, because we
do it right.

ARKWRIGHT-
BOSTON
INSURANCE

AMOSTUNUSUAL
INSURANCE
COMPANY
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The one reference that really covers conunercial umhrella liability.

The
Umbrella
Book

Laid=off employes
This is the one unique looseleaf reference volume covering umbrel'a - -
liability A comprehensive analysis of coverage with fold-out com- to re Ce Ive b e n efl tS
parison charts that distinguish important differences in policy aid

endorsement forms.

Continued Bom page 20 worked.

« Over 6,500 individual comparisons.
+« 50 major agency, direct-writer and surplus line umbrella forrrs
included, cross-referenced to color charts.

per hour. Ofthat amount, Uniroyal Recently, "the drag on these
diverts 11.5 cents per hour from funds has been extreme” because

cost-of-living payments to the of the depressed nature of the rub-
« New forms added as markets change.

$125 includ £ f text I t d cost; the worker pays the remain- ber industry, Ms. Sullivan said.
- Inclu C €es one year of free text supplements an. new. or der. For this reason, the URW allows
revised policy forms. Renewable annual update service. Price After the plants are closed, three the company a short period after

increases to $150 June 1,1980.

08nd The Umtrela ook i prioc updates o ORGle « « o

Address

NO Of, RIS @5 25oe tax per book. Fropars 100 B‘jr‘lgff@?:gwwgh & Griffin

))11 orders save shipping and handling charge.

\© 1980 W, McV & G.
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zkﬁ%ﬁ#ent Consultan:9

Newport Beach. CA 92660

months of free life insurance cov-
erage is provided. An optional ad-
ditional 21 months of coverage is
offered for a premium of 60 cents
per $1,000 of coverage.

A supplemental unemployment
benefit plan provides additional
money to state and federal pro-
grams. The 1979 contract calls for
the company to pay out-of-pocket
benefits to $1 million for each of
the three years of the contract.
This was funded by a company
contribution of 15 cents per hour

Working together to
provide unified business
iInsurance systems

FAMILY OF COMPANIES

a4 /1257 —
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Only Insurance Management pro-
vides such a wide spectrum of
insurance services and coverages
to privately owned companies, pub-
licly held corporations, government
entities, trade associations and indi-
viduals throughout the nation and
the world.

Through its affiliated companies,
IM can provide specific services to
meet clients' expanding needs as
circumstances change. The Inter-
Mark network of independent
agents creates customized business
insurance Systems for corporations

1. R*9--* St

that work for you.

MEET THE .

and associations to mass market to
their participants. Association In-
surance Consultants, Ltd. spe-
cializes in the establishment and
management of off-shore insurance
companies. And through Nittany
Loss Control Services, clients
benefit from professional loss control
consultation and the design of safety
programs to maximize revenues and
minimize hazards before accidents
occur.

The IM Family of Companies...
offering coverages and services in:
Property & Casualty - General Liabil-

ity =« Survey & Risk Analysis - Self-
Insu-ance « Captive Insurance Com-
panics < Deductibles - Safety & Loss
Prevention « Claims & Loss Handling
< Account Servicing - Bonds - Per-
sonal Insurance Employee Beiefits

- Health Maintenance - Life - Estate

Tax & Financial Planning

*2#unmee*anageme’ll
FAMILY OF COMPANIES

Insurance Management « 8401 Connecticut Avenue « Chevy Chase, Maryland 20015 - (301) 654-8100 - -elex: 898368 IMW CHEV

the first $1 million is paid so it can
recoup additional funds to pay the
supplemental unemployment
benefit plan pool.

Also, if a participant is vested at
the time of the plant closing, the
company will continue to pay con-

tributions to the savings plan.

Benefits covered under the cate-
gory of "employment practices,”
such as funeral and bereavement
pay, vacation, jury and holiday pay
and night shift bonuses are all dis-
continued after the plant shut-
downs. These benefits are not
covered under the URVWV contract.

Salaried employes at Uniroyal
not covered under the URVV Pact
have a different schedule of bene-
fits under full or partial plant clos-
ings.

Basic hospital and surgical bene-
fits are extended for up to two
years. However, there are no major
medical, prescription or dental
benefits. Contributory life insur-
ance can be extended for up to 12
months. One free month of life in-
surance is available as well as an
additional 11 months of coverage if
the employe assumes the costs. -

Grain firm
sued over

chemicals

SIOUX CITY, lowa-Cargill
Inc., a diversified grain company,
is being sued here for $25 million
by a meat producer charging
Cargill with selling it contamina-
ted feed, leading to the quarantine
of 33,000 hogs and 3,500 cattle.

Cargill, a Minneapolis-based
firm, is insured for product liabil-
ity to limits exceeding the amount
being sought in the lawsuit, said
Ralph Koepsell, corporate insur-
ance manager.

Northwest National Insurance
Co. of Milwaukee is its primary
product liability insurer; St. Paul
Fire & Marine Insurance Co. han-
dles the first layer of excess cov-
erage, he said. Mr. Koepsell
wouldn't disclose the limits.

INn its lawsuit filed in federal
court here, Bryant Beef Inc. of
Aurelia, lowa, charges that corn
feed purchased from Cargill con-
tained aldrin, a chemical used as a
rootworm insecticide until the En-
vironmental Protection Agency
barred its sale in 1974. The sub-
stance contains cancer-causing
substances, the EPA ruled.

Spot checks by the U.S. Depart-
ment of Agriculture showed hogs
marketed by Bryant Beef con-
tained positive levels of the sub-
stance. The USDA asked the
company to quarantine its 33,000
hogs pending testing to determine
the levels ofaldrin. The firm is also
quarantining its 3,500 head of cat-
tle.

Cargill has been Bryant Beefs
sole supplier of feed, said a Bryant
Becef attormey - -

Western storms

Tormnadoes and other severe
storms that hit California and Ar-
izona Feb. 13-19 and Feb. 20-22
caused an estimated $18 million in
insured property damage, the
American Insurance Assn. reports.
The Insurance Services Office as-
signed both storm systems Catas-
trophe No. 47.



How ypeople areyoupaying
to gather dust?

When people can't work due to an iliness or accident, it' s
our job to help get them back in the job market again. It is a job that

calls for thoroughly trained professionals with great sensitivity to
the many areas involved in rehabilitation.

We're Crawford Rehabilitation Services, Inc. Established in
1972, we now provide rehabilitation services through our nation-
wide network of offices, conveniently located near metropolitan
area centers. Each of our offices has highly qualified and experi-
enced personnel whose professional expertise is concentrated
in providing: 1. Vocational evaluation and testing; 2. Counseling;
3. Labor market surveys; 4. Selective job placement.

Through such aprogram we can determine what people
can do, despite any disability, andthentry to findaway to return
them to their original jobs or suggest ways to modify a job to make
it less demanding. If that is not feasible, we direct them in securing
work with other employers.

Many, many valuable individuals who otherwise may have
been left, to, ather dusa th ou h une T/ ent-haye btﬁ
rewmed to Lalthy pro uctiveives in the abor marke rough
our services. This also has saved a great deal of money for those
who were involved in supporting the unemployed individual.

So if you happen to be involved in workers' compensation,

long term disability, or other programs involvingdisability cover-
ages, our services could save you a lot of money mr complete
details, just write: Crawford Rehabilitation Services, Inc., P.O. Box

5047, Atlanta, Ga.30302. CrawfordRehabilitation Services, Inc.
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Price proves incentive for higher limits

By SUSAN ALT

CHICAGO-The price was right
in 1979 and it proved to be a power-
ful draw for many corporate insur-
ance buyers whose executives
may have wanted to sleep a little
easier knowing the company's lia-
bility limits had just been boosted.

Two out of five corporate risk
managers takmg part in the latest
Business Insurance Risk Manage-
ment Board survey said the price
wassorighttheyboughtanywhere
from 15% to 500% more liability
coverage in the last year. Most fre-
quently they raised limits 50%.

The last Bl survey ofrisk and in-
surance managers at 82 corpora-
tions also revealed interesting
shifts m deductibles for property
insurance as well as liability insur-
ance.

But a spending spree on liability
insurance in the last year is the
most dramatic change in corporate
insurance buying trends.

It's now commonplace for all
kinds of organizations-whether
in the private sector or public sec-
tor, for-profit or nonprofit-to pur-
chase $50 million or more of lia-
bility insurance, simply because
it's available for the asking. Forty-
three percent of the participants in
the latest study said they have be-
tween $50 million and $300 million
of coverage; a surprising 11 firms
have $175 million or more cov-

erage for liability losses.

Of the firms that raced out to
buy more insurance because it was
so cheap, four increased limits 15%
to 20%, four upped limits 25%, six
raised limits by one-third, nine
boosted coverage 40% to 50% and
five doubled their coverage.

Among firms doubling their in-
sured liability limits, two went
from $10 million to $20 million, one
from $25 miillion to $50 million and
two from $50 million to $100 mil-
lion. One company used the oppor-
tunity to buy $25 miillion in
liability coverage last year, up
from only $5 million previously.

The greatest shift in deductibles
revealed in the second Bl Risk
Management Board survey of 1980
was in property deductibles. Al-
though many large companies
continue to have low property in-
surance deductibles compared
with liability retentions, more
companies raised their property
deductibles than boosted their lia-
bility retentions, 14 to 10.

Of the 17 firms which changed
property deductibles in the last
year, 14 boosted deductibles and

three firms reduced the retention

on each loss. Most firms raising de-

Liability
Insurance
Limits
Purchased

(in millions)
No. of
Limits Companies

$1-$5

$6-$10 1
$11415
$16-$25
$26-$35
$36-$55
$56-$75
$100-$105
$125
$150-$160
$175
$200-$300
No response

4 a
Nw o wawowaNOO W

risk management board

ductibles were in the $1,000 to
$10,000 per loss deductible pre-
viously.

Property deductibles, however,
are still much lower on the average
than liability deductibles.

Property deductibles for the 82
firms whose answers were tallied
averaged $185,000 per occurrence,
although the middle value was a
much lower $25,000. Seventeen
firms (21%) have property insur-
ance retentions upwards of
$100,000 per occurrence, while a
sizeable group of25 (31%) have low
deductibles of $20,000 or less

The most popular property de-
ductibles are either $25,000 per

loss or $100,000 per loss, the survey
indicated.

Twelve firms specifically noted
that they have aggregate property
deductibles. This puts a cap on the
out-of-pocket costs they have to
pay yearly under the policy.

When asked about liability in-
surance, nobody mentioned aggre-
gate deductibles, but five risk
managers noted they have sepa-
rate deductibles for product liabil-
ity losses, nearly always much
higher than their general liability
retentions.

Only 10 managers said they
upped their liability deductibles
during the past year, compared
with 14 who took higher property

The Price Was Right!

Have you increased the top liability limits of ir,surance pur-

chased in the last 12 months?

YES
NO
REASON

31

51

Price: 21
Other: 10*

*Company growth, greater exposure potential, to keep pace with cur-

rent trends.

deductibles in that same time. This
may reflect the tapering off in
liability deductible activity
following an extended period
between 1975 and 1979 when
insurers forced pclicyholders to
take bigger deductibles.

Liability deductibles are much
higher on the average than are
property deductibles. Liability
deductibles averaged $210,000,
though again the middle value in
the range was a much lower
$50,000. The most popular liability



deductible was zero; a whopping
31 companies disclosed they have
first-dollar liability insurance cov-
erage.

Of the 10 firms taking higheR
liability deductibles most were
already at very high deductible
levels between $100,000 and
$750,000, but pushed them still
higher.

Primary liability insurance
policies most often have limits
between $600,000 and $1 million
(50%), the Risk Management
Board survey showed.

But 23% of the firms partici-
pating buy primary coverage with
limits between $100,000 and
$500,000. Another 22% buy pri-
mary liability policies with limits
ranging from $1.5 million up to $7

miillion.

Want to be on the Business Insur-
ance Risk Management Board?
Drop a note to Susan Alt,editor, at

740 N. Rush St., Chicago, m. 60611,
or call 312-649-5278.

Deductibles

Property Insurance

Amount No. of Cos.
$0-$10,000 23
$11,000-$30,000 21
$31,000-$50,000 6
$51,000-$100,000 14
$101,000-$500,000 12
$501,00041 mill. 3
Over $1 mill. 2

No response 1

Median: $25,000

Average: $185,000
Mode: $25,000

Liability Insurance

Amount No. of Cos.
$0 31
$10,000-$50,000 10
$51,000-$100,000 10
$101,000-$200,000 3

$201,000-$300,000
$301,000-$500,000
$501,000-$999,060

$1 mill.41.5 mill.
$2 mill.-$5 mill.

N © O © ©

Median: $50,000
Average $210,000

Mode: zero

How will a risk manager benefit

using the Bellefonte Companies?

Art Boynton, Manager
-Corporate Risks,
answers:

He'll find a group of
people intent on de-

veloping a positive long

term relationship with

him and his agent or
broker. He'll work with

a corporate risk depart-
ment that will provide a

market not only this
year, but next year, too

. . and the year after.
And he'll get sensitive,
sensible handling of
primary insurance
programs involving
Worker's Comp, Gen-
eral and Automotive
Liability.

The corporate risk
group is located in
Dallas, home office for
Bellefonte's insurance
division.

We'd like to tell you
more about us; and

we'd like to know more

about you. Write to me
for more information.

Bellefonte Insurance
Company, 1221 River

Bend Drive, Dallas,
Texas 75247 .

214/689-8333
Subsidiary of Armco.

The Bellefonte Companies
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Risk managers
criticize brokers

that sell coverage

CHICAGO-Risk managers
strongly oppose brokers becoming
mnsurers.

Brokers owning insurance com-
panies would losetheirlong-stand-
ing objectivity and serve their own
interests, say seven out of ten risk
managers in the second Business
Insurance Risk Management
Board survey of 1980.

Of the 82 participants, an over-
whelming 70% ofthe board voiced
grave misgivings about brokers
underwriting clients' policies.

So strong was the worry about
role conflicts when brokers be-

come underwriters that one risk
manager, feeling particularly
vehement about his relationship
with "distributors” whose fingers
are in every pot, offered a derisive
comment verging on the obscene.
He called for restrictions on bro-
kers' broadening ventures.

Brokers have the advantage of
seeing outside quotes and could
use this information to their own
advantage, fear many of those sur-
veyed.

"This will lessen the value of
their main function-as an impar-
Ual access to the marketplace,”
said a board member.

"In searching for possible mar-
kets, brokers would certainly em-
phasize their own. It's a matter of
grinding their own ax more exten-
sively," offered another.

There will also be a loss of objec-
tivity if brokers start selling their
own insurance. Managers fear bro-
kers will keep the biggest and best
accounts for themselves and dis-
tribute only the smaller ones pro-
ducing the most losses to other
insurers. This could lessen com-
petition and lead to one-sided, un-
just premium quotes.

Of the 82 board members sur-
veyed, 56 strongly opposed bro-
kers being involved in insurance
underwriting activities. Ten per-
cent (eight risk managers), how-
ever, indicated their belief the
fewer middlemen there are in-
volved in buying insurance, the
more cost-effective the insurance
product will be.

"Any enhancement of market
availability would be welcome,”
said one risk manager.

But the majority of managers
feel betrayed by this new trend to-
ward vertical integration. "l al-
ways felt brokers should be on my
side, fighting for me," said an in-
jured party. "This is the advantage
Ilhaveinusingabrokerasopposed

to dealing with a direct writer," he
said.

One manager expressed con-
cern that the desire to expand the
scope of business activity will ob-
scure the traditional roles of insur-
ers and brokers.

"If insurers desire more service
income, will they write busi-
ness for its service income value
and dictate to the underwriters?"
he wondered. "If a broker's man-
agement wants more profitable
underwriting, will it dictate to the
marketing people?"

One risk manager said there'sno
reason to WOITy about the future of
brokers because, "They are no
longer 'brokers.' Their credibility
as service-oriented companies is in
doubt.”

Two managers weren't sure
about their feelings, and 16 didn't
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we do not sell or
place insurance

CORPORATE
POLICYHOLDERS
COUNSEL. inc.

20 North Wacker Drive

Chicago. lllinois 60606
Phone: 312-372-8225



26 / business insurance, April 14,1980

CLEVEIAND and CHARLOTTE

are first lines of defense against soiraling insurance costs. To call in the
ARMI Assurex Risk Management Institute . in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

THE JAMES B. OSWALD COLLIER COBB

< < > NCE D/ oS F—E T === ASSOCIATES, INC.

1718 Bond Court 317 South Tryon Street
Cleveland, Ohio 44114 Charlotte, North Carolina 28201

216-241-0468 704-376-9161

See our ad on page 6

OSHA: holds°REafiigs

By JERRY GEISEL

WASHINGTON-Claims of
achievement and complaints of
abuse about the Occupational
Safety and Health Administration
are being hurled now at a Senate
committee assembled to deter-
mine OSHA's future.

The Senate Labor and Human
Resources Committee is holding
hearings all this month on OSHA,
coinciding with the ninth anniver-
sary of the federal agency created
to protect American workers'
health and safety.

The committee is expected to
take a close look at legislation (S.
2153) that would bar OSHA safety
inspections at businesses with
good safety records. The commit-
tee has not decided how to handle

the bill proposed by panel member
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Head Office: Four World Trade Center, New York, N.Y.

Branch offices in principal cities
of the United States and Canada

Richard Schweiker (R-Pa.).

The hearings kicked off last
week with an unusually acrimo-
nious debate over OSHA between
the U.S. Chamber of Commerce
and the Labor Department.

OSHA "at best has been a major
disappointment, at worst an abys-
mal failure,” Chamber president
Richard Leshertold the Senate La-
bor and Human Resources Com-
mittee.

OSHA has been a boondoggle
imposing costs of more than $25
billion on American business in its
nine-year history without improv-
ing worker safety or health, Mr.

Lesher charged.

Labor Department statistics re-
veal that the number of days lost
through work-related injuries and
illnesses shot up 33%between 1972
and 1978, Mr. Lesher said.

Labor Department secretary
Ray Marshall countered that
worker injury and fatality rates
have plummeted in the last six
years-evidence of OSHA's effec-
tiveness.

The overall injury rate has
dropped to 9.2 injuries per 100
workers in 1978 from 10.6 injuries
in 1973, a 13% improvement, he

Business view
OSHA "at best

has been a major
disappointment,"”

says the Chamber
president.

said. "This means that there were
almost 4 million fewer injuries be-
tween 1973 and 1978 than would
have occurred at the 1973 rate.”

Furthermore, Mr. Marshall
noted, there have been 14% fewer
fatalities since 1973 at firms with
11 or more employes.

While not denying that the acci-
dent rate has dipped in recent
years, Mr. Lesher contended that
the "massive piles" of paperwork
required by OSHA "have not of
themselves saved one life or pre-
vented one injury in the work-
place.”

The high cost of workers com-
pensation insurance and claims is
a far greater deterrent to occupa-
tional illnesses and injuries than
an OSHA"policeman" with a club,

Mr. Lesher said.

Mr. Lesher recommended "re-
forming"” OSHA, to require that
the secretary of labor file a cost/
benefit statement with any new
proposed safety standard. The
statement would detail the cost to
industry of complying with the
standard and would give industry
more advanced notice of the
amount of money it would be re-
quired to spend.

"We are talking about people's
lives, not the indifference of some
cost accountants,” Mr. Marshall
countered, quoting former Texas
senator Ralph Yarborough. "We
are talking about assuring the men
and women who work in our
plants and factories that they will
go home after a day's work with
their bodies intact.”

The secretary of labor also ar-
gued that industry has vastly exag-
gerated OSHA compliance costs.

Industry experts predicted in
1974 that an OSHA safety standard
on exposure to vinyl chloride
would force all polyvinyl chloride
plants to shut down and cost the
economy $90 billion, he recalled.

But the actual cost has been
about $480 million, he boasted. -



Professionally Speaking

... about Corporate Insurance Programs
from a few of the professionals at Pinehurst.

' "The mark of a professional-
especially in the insurance business-
,. is how \_Nell he do_es .his homework.
--e A real pro is not satisfied to accept the
-77'c status quo. He is constantly looking for
- better ways to serve his clients...
and he finds the better way. That's why,
at Pinehurst, we feel justified in boasting
a little about being professional."
TOM CANNON,
President

Emett & Chandler, N.Y:

F "Marine insurance is the oldest '4-

, form of risk management, but 'A carefully designed risk

... that doesn't mean it has to be
management program may

I antiquated. At Pinehurst we use
. well be an answer to your
the most advanced risk manage- =
t techni ilable." cash flow problems. It can be
ment techniques available. an effective tool. Let us show.
ED BABINGTON, R you how it can work for you."
Senior Vice President O —
Emett & Chandler, N.Y. 4-a4 BOB KING,
Vice President
Pinehurst Risk
£ _1 i Management Co.

"Our clients come to us for a

04 professional diagnosis of their
total cost of risk-and our
Pinehurst Risk Information
Management System-
PRIMS-is just one of the
many tools available for
the analysis, design and exe-
cution of their risk manage-
ment programs."

"Self-insured programs can pro-
vide attractive alternatives to

traditional insurance when cash

flow and administration cost

control are a company's goal."
MIKE Mc BRIDE,

Vice President

R. L. Kautz Co.

TOM ARNOLD,
Senior Vice President

Emett & Chandler, N.Y

Kt

'A professional approach to complex
problems is the Pinehurst solution.

, The people and the services described
above are just a part of Pinehurst's

professional methods. Our manage-
ment team is dedicated to deliver

to each client the most efficient
and effective corporate services:'

TOM ARNEY,
President

- Pinehurst East

When it comes to providing service to our clients, we're professional... we're aggressive... we're Pinehurst!

| LOS ANGELES - NEW YORK - CHICAGO -
ALBANY-BUFFALO-HOUSTON-
IRVINE - PARSIPPANY - PHOENIX -
5 | A %, Y finy 0 22 SACRAMENTO - SAN DIEGO - SAN FRANCISCO -
SYRACUSE - BERMUDA - LONDON

Emett & Chandler, R.L. Kautz Company and Pinehurst Risk Management are divisions of Pinehurst Corporation.
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TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580

NEW YORK MARINE AND GENERAL JNSURANCE COMPANY

ARKWRIGHT-BOSTON INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.
EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Portland ally

FACILITIES AVAILABLE

By JOHN MAES

PORTLAND, Ore.-The munici-

pal risk management department
here is cultivating a new ally in the
General Managers effort to keep losses and accidents
under control: the computer.

} Risk manager David C. Fleming
- Marine Managers - is taking his loss prevention pro-
gram to the computer facility
owned by the city and county. The

idea is not only to reduce losses,

LUMBER MUTUAL INSURANCE COMPANY
MERCHANTS MUTUAL INSURANCE COMPANY
MUTUAL FIRE, MARINE & INLAND INS. COMPANY
MERCHANTS INS. CO. OF NEW HAMPSHIRE, INC.
UNION MUTUAL INS. CO. OF PROVIDENCE
UTICA MUTUAL INSURANCE COMPANY

but also to anticipate hazards and
identify liability exposures of the
city and its 4,115 employes.

The ultimate goal: to assemble a
data base so large he can tell any
city department head who asks

That's how we write Risk Man- Our annual January report on captive insurers, their

agement Reports-on a direct parents and captive management companies around
one-to-one basis-offering in- the world, has become the standard in its field, Our
formation and controversial new report on EDP risk management information

systems offered by major vendors promises to

become a similar standard.

opinion, plus solutions to your
problems and opportunities in
And in addition, as editor, | take aim at some

risk management. For the past six years our bimonthly
Reports have consistently tackled the most challenging
problems of risk management.

Some Reports appear annually, updating important
subjects such as: captive insurers, and regulations for
the self-insurance of workers' compensation. Other
Reports are new, highlighting such topics as: how to
control hold harmless clauses; methods of risk
management administration; how to allocate insur-
ance and loss costs most effectively; and providing

worksheets/questionnaires on facility inspections or
EDP installations.

of the inconsistencies of the business in "Current
Comment,” the lead section for each issue.

All in all, Risk Management Reports is an
important intellectual stimulus for over 1,000 risk
managers and individuals interested in this fast-
growing discipline. | invite you to join us.

623

H. Felix Kloman
722 Post Road, Darien, CT 06820

P. S. Stop by booth #13 at the RIMS Conference and say hello.

risk monaoement
reports '-'

a publication of

1 Risk Planning Group.Inc.
722 Post Road

1 Darien, Connecticut 06820
203/655-9791

Risk Management Reports.

Starting in July, the annual subscription rate will be
$125.00. Subscribe now at the current rate of $75.00.

A sturdy three-ring binder is

included with your subscription, 1

Il Enclosed is my check for $75.00 (includes Can-

ada) to receive a one-year subscription. six issues. to 1

Foreign subscription rates: $100 U.S. funds for

1 airmail delivery. $80 U.S. funds for surface delivery. 1

1 Name & Title

Company

Address

L ciysezip

Computer helps city
calculate exposures

whatthe risks willbe forjustabout
any construction or renovation
project.

He wants "to be able to tell the
street department, 'for every mile
of street you resurface, for every
mile of bike path you build, here's
the amount o f risk that goes along
with. ™"

Mr. Fleming also sees the system
as a means of tackling a problem
that confronts many municipali-
ties like Portland: how to deal with
the safety problems of individual
departments in a highly frag-
mented organization.

That point may be a few years
away, Mr. Fleming admits. But the
city is already taking the first steps
toward it. For instance, in the risk
management department's new
budget, Mr. Fleming wants to hire
two full-time risk analysts to work
with the loss prevention data that
will be fed into the computer.
There were two vacancies for loss
control field representatives, but
Mr. Fleming said he wants to hire

Computer solution

Mr. Fleming sees
the system as a
means for tackling

a common

municipal problem.

the risk analysts, instead.

Their job will be to analyze,
monitor and update the informa-
tion in the data base and look for
trends that could be causing acci-
dents. The risk management de-
partment will collect data from a
variety of sources, the mainstream
coming from the reports of field
representatives inspecting work-
sites. Other information will be
generated by employe complaints
and hazard reports from citizens,

"The two analysts will devote
full time and effort to extracting
and identifying hazards," he said.
"That way, if it comes out that
every time a city crew goes out on a
job where they lift concrete blocks
it generates two or three back
strains, we'll know we need to
evaluate the work methods being
used.”

Mr. Fleming said the program
was inspired by the availability of
the expansive city and county
computer facility that will make
the storage of large amounts of
data and such ambitious projects
possible.

Already the computer has come
to the risk manager's aid in dealing
with a hazard. Mr. Fleming had
suspected that back injuries
among city maintenance crews
were a problem; the computerized
information confirmed it.

A physician has been hired to set
up an experimental prevention
program of exercises and lessons
on proper use of back muscles for
35 ofnearly 80 employes in the de-
partment. Ifthe program succeeds
in reducing back injuries among
the participants, Mr. Fleming says
he'll approach the city council for
money to expand the program for
all city employes.

The computer will also soon
hold a data base showing the entire
range of auto, workers compensa-
tion and property liability expo-
sures for each individual work unit

of the city payroll. -
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TeChnlqueS Of FISk management Once broadcasters and financial institu-
considered suitable only for corporate o= Package policies are also

available for such nonprofit organi-

giants are now being successfully used __ions as schools, colieges and
by smaller businesses to cope with expand- "=
ing liabilities and higher insurance costs. Risk pooling
A brief review by INA of an insurance While package policies can be
. . . . bought individually, a growing
topic of interest to business executives.

number are purchased through
safety group plans. Typically, the
Few companies with annual property and general liability, initiative comes fom an insurance
sales of less than $25 million em- self-insurance (with professionally company representative who pro-
ploy a risk manager. But because of supplied services such as claims poses an industry-tailored policy
continuing inflation and its effect handling and loss control) and for the members of a trade associa-
on insurance costs, many such association captives tion. | f the association endorses the
firms are gradually adopting risk In addition, specialized pack- policy, it generally recommends it
management techniques to attain age policies have been developed to to its members, but members are
more cost-efficient financial and deal with the unique needs of spe- free to Join or not as they see fit.
insurance prograrns. cific types of business. A package Each member accepted for insur-
Full-service commercial insur- policy can help eliminate wasteful ance is issued an individual policy,
ance companies will assist in overlapping and superfluous cover- usually written at standard rates.
assessing risk management alter- ages, as well as unsuspected - and The possibility of an annual
natives to first-dollar risk transfer possibly costly - coverage gaps. dividend being paid to the policy-
and in structuring the program Together with a companion holders ofa group is the chief at-
which best fits the individual workers' compensation policy, traction of safety groups. While
company's needs. they can meet most of the insur- dividends are never guaranteed,
Some of the techniques coming ance needs of various types of firms they are declared if the group's loss
into more widespread use Include -among them druggists, jewelers, experienceis sufficiently favorable.
participating group coverage in appliance dealers, contractors, Dividends have ranged from 1% of



the premiums paid to over 25%,
Adherence to a loss reduction pro-
gram often accounts for favorable

loss records on which dividends
can be based.

For example, for 1978, each
member of the Northern Ohio Re-
tail Grocers Association safety
group received a dividend equal to
16. 7% of the premium paid for

that year. In 1977 the dividend was
5.7% and in 1976 it was 6.3%.

Self.insurance

As a means of partial self-
insurance, higher deductibles are
increasingly employed by many
smaller companies. Implicit in any
high deductible program is a need
for some form of risk management
to control the company's greater
dollar exposures.

As an instance, a California
manufacturer of sporting equip-
ment retained a $25,000 per oc-
currence deductible on product lia-
bility, in order to secure insurance
coverage above that retention. In
this case, the insurance carrier also
provided loss control consultation
which led to a formal program and

the hiring of a safety engineer.

Full retention of a given risk is
also coming into greater use as a
form of self-insurance. The risks
chosen are generally characterized
by occurrences of relatively high
frequency but low severity.

For example, an Indiana com-
mercial laundry has a fleet of fif-
teen delivery vans, for which the
risk of physical loss or damage is
entirely assumed by the company.
(Liability insurance for the fleet,
however, as well as fire insurance
while it is garaged, is covered by
commercial policies.) The laundry
enforces a loss control program for
the fleet which includes numerous
preventive measures in both main-
tenance and operation, thereby im-
proving its loss experience.

Association captives

While most captive insurance
companies are wholly owned
subsidiaries of large companies,
more and more small businesses are
making use of the captive concept
through association captives. An
association captive is usually
formed by a trade association for

Suggestion for smaller rrns: «Rent,a-captive”

Lacking an association captive, a company may find it worthwhile _:

to "rent" the use of a separately owned insurance organization,

4180*i#Qi

particularly for coverages otherwise difficult to obtain.

In such a rental arrangement, the insurance company
issues a policy to the renter and the renter's account is
segregated for experience purposes. This arrangement is
backed by some form of security, such as a deposit of funds
or a letter of credit. The ultimate premium may then reflect
the low cost of a "captive" operation, as well as the renter's

individual loss experience.

for Small Busines...

the benefit of those member com-

panies who wish to join it. Over 50
association captives are now in op-
eration, nearly all of them started
within the last four years.

The formation ofan association
captive can be attended with nu-
merous pitfalls and should not be
undertaken without expert legal,

financial and insurance advice. Ifa

study suggests that a captive is ad-
visable, insurance brokers and
some insurance companies - in-
cluding INA - can be instrumental
in its creation and management.

Comprehensive services
for business

Recognizing and meeting
complex needs, such as those of
small businesses, typifies INA's
comprehensive approach to in-
creasingly sophisticated business
insurance and risk management
problenns.

The Insurance Company of
North America was founded in
1792 in Independence Hall, Phila-
delphia. Today it is the largest
component of INA Corporation's
international network of insur-
ance, financial, and health care in-
terests. |n property and casualty
insurance and risk management
services, life and group insurance,
health care management and finan-
cial services, INA and its affiliated
companies offer a unique combina-
tion of products and services to
business and industry worldwide.

For an informative booklet on
risk management for small busi-
nesses, write INA, 1600 Arch

Street, Philadelphia, PA 19101.

INA

The Professionals
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LOUISVILLE and ROCHESTER

are first lines of defense against spiraling insurance costs. To call in the
ARMI Assurex Risk Management Institute...in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

NAHM, TURNER, VAUGHAN
and LANDRUM, INC.
29th Floor

KENDALL INSURANCE. INC.
90 South Main Stree

Rochester. New Hampshire 03867

First National Tower 603-332-5800

Louisville, Kentucky 40202
502-561-1500

See our ad on page 6

House committee

approves raise
in PBGC rates

WASHINGTON-Multiemploy-
er pension plans can look forward
to getting benefit guaranty insur-
ance, but at substantially higher
premiums with House Ways and
Means Committee approval of the
changes.

The committee approved legisla-
tion (H.R. 3904) that would raise to
$2.60 per participant the annual
premiums multiemployer pension
plans pay for termination ir sur-
ance from the current 50-cent Fre-
mium. The increase would be
phased in over nine years.

The higher premium is neces-

With Equitax,you get an
objective lookat rehabilitation.

Will your claimant ever work again? When? What op-
tions are available? Which path is open?

Equifax answers these and other questions in an impor-
tant new Rehabilitation Management Service.

Important because now you can get a totally objective
look at each situation.

Our prime job is to assess and recommend. We do not
maintain facilities or provide rehabilitation services.

So with Equifax, you gain an independent perspective.

You'll find we always have your best interests in mind.
Your claimant's, too.

Benefits are...

Now you can have full support throughout the U.S. and
Canada.

We're where you need us. When you need us.

You'll find the price is reasonable. Because we work
close to where your claimant lives, there's no long dis-
tance travel. Every case is a local case.

In addition, we charge a flat rate. So your budget stays
on target. There are never any cost overruns or other
surprises.

Our people help you meet Worker's Compensation
Board requirements. And they fill your needs when you
face decisions on long term disability cases.

You get complete information. We hold interviews with
three key sources-the claimant, employer, and doctor.

From this, you gain an in-depth assessment and recom-
mendation. Both fromVocationalRehabilitationSpecialists.

Details include...

First, we give you a close look at the claimant.

Present condition. Daily activities. Limitations. Hob-
bies. Occupational interests. Benefits. Social Security.
Attitude of spouse. Children. Financial picture. And more.

Second, we talk with the employer.

Here, you get answers to questions on usual duties, job
modification, alternative placement, re-employment time
limits, union regulations, and company rehabilitation
programs.

Third, there's an interview with the present attending
physician.

We ask about current and anticipated treatment. Pa-
tient cooperation. Work prognosis. And other important

areas.

All information then goes to our Vocational Rehabili-

tation Specialists. Name

After a thorough review, they give you a complete writ- Title
ten plan.

This report defines your best options. Advises on sup- Company
pliers and facilities. And tells you what to expect regard- Address
ing time frames and costs.

City

In addition, you can take advantage of our Case Men.

agement Service. If you- so, choose. one of our Certified :Business Phone

Rehabilitation Counselors will manage and coordinate ali
activity. This person - already familiar with the case -
takes care of everything from vendor supervision to follow-
through. You get periodic status reports. And to keep
things simple, you pay only one bill for all services.

Equitax: for assessment and recommendation...

Objectivity. Benefits of full support, fair price, and fast
time service. Complete information.

All reasons why our Rehabilitation Management Service
can make a real difference.

Find out more about how we can help you- and your
claimants. lust fill out this coupon and drop it in the mail
today. We'll send you a free copy of our brochure entitled
"Rehabilitation Management Services:'

eaulfax

Claim Market Center
1600 Peachtree St., N.W.
Atlanta, Georgia 30309

State Zip

sary to cover the cost of guarantee-
ingmost
terminated multiemployer pen-
sion plans 100% of the first $5 per
month per year in vested benefits
and 70% of the next $15 per month
per year in vested benefits, also
mandated under the legislation.

But participants of plans that
were in poor financial shape be-
fore the passage of ERISA will be
guaranteed $5 per month per year
in vested benefits and only 60% of
the next $15 per month per year in
vested benefits.

The bill still must be approved
by the Senate Finance Committee,
as well as -by the full House and
Senate. Eventual congressional
approval is considered certain.

participants of

The legislation, approved by the
committee March 28, is designed
to give the Pension Benefit Guar-
anty Corp. more assets and reduce
its liability to multiemployer pen-
sion plan participants.

The measure, already approved
by the Senate Labor and Human
Resources Committee and the
House Education and Labor Com-
mittee, would for the first time
give mandatory federal benefit
guarantees to the nation's eight
million participants in multiem-
ployer pension plans. Many of
these plans are concentrated in
construction, mining, textiles and
trueking firms.

Since ERISA went into effect
Jan. 1, 1975, the PBGC has guaran-
teed 100% of the vested benefits of

Bolstering program

The bill would give
the PBGC more

assets and reduce
its liability to
multiemployer
pension plans.

participants of single employer
pension plans, subject to a ceiling
of $1,159.09 per month.

But PBGC's coverage of mul-
tiemployer plans has been discre-
tionary. Since so many
multiemployer plans are in finan-
cial trouble, it was feared manda-
tory coverage of the plans could
bankrupt the PBGC as the plans
terminated.

Congress has put off mandatory
coverage of multiemployer plans
to work out a long-term solution to
guaranteeing benefits. By raising
premiums and cutting back bene-
fits, the PBGC should be better
prepared to handle multiemployer
terminations when federal cow
erage becomes mandatory May 1.

The legislation, though, has
drawn some fire from pension
rights groups. For example, Karen
Ferguson, director of the Pension
Rights Center here, has -labeled the
bill a "giveaway" because it could
reduce benefits to retirees.

But supporters of the legisla-
tion, such as Senate sponsor Jacob
Javits (R-N.Y.), argue that the bill
must be passed to ensure the via-
bility of multiemployer plans. -

Dec. life purchase
December group life insurance

purchases totaled $23.9 billion, up
from $20.6 billion.



Is Your Claim Overseas

Mired In A Mou
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Nntain?

Settling and paying claims is
often called the acid test of in-

surance. Overseas, especially, it

couldn't be truer.

To settle a claim overseas, local

customs and regulations must be
followed and the information re-
quired has to be accurate and
detailed. And because getting
things done quickly is not al-
ways easy outside the major indus-
trial complexes, knowing what's
needed, how to get it accom-
plished,and whattodo inthe mean-
time to prevent further loss,

becomesyvital. That'swhyoverseas
claims facilities and services are

essential.

And it's why AFIA has more fully
staffed offices abroad than any
other U.S. foreign underwriter.
AFIA's ipeople are on.the-spot all
thetime. Theyhave the knowledge,
experience, and ability to get the

job done.

And because AFIA is the largest
foreign underwriting specialist, it
has the resources and ability to pay

claims quickly here or abroad.

Claims are too important to be
left to just anyone. Or to be put
in just any underwriters hands.
Which is one reason why 90 of the

top 100 U.S. companies operating
abroad insure with AFIA.

COME TO AFIA.
ANYWHERE IN THE WORLD.

WORLOWDENSURANCE Wor/d Headquarters: 1700 Valley Road -Wayne N J 07470

U. S branch offices.- New York - Boston « Ch icago - Cleveland - Dallas . Houston * Los Angeles- Miami -San Francisco « Seattle -Wash, D.C
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Group power boosts agency benefits

11 Q
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Consultant Peter Hill helps CAPs
fight their problem of a transient im-

age.

NEVW HAVEN, Conn.-Group
buying power helps the Commu-
nity Action Programs agencies
around New England milk a be-
low-average benefits budget for a
variety of employe-pleasing health
and welfare plans.

But uniting the loosely allied 10-
cal groups into a national buying
power is no easy task for CAP ex-
ecutive vp Roters E. Chain and
benefit consiltar_t Peter G. Hill.
They fight poor funding,
fragmented administration and a
reputation for an unstable
workforce in order to add inexpen-
sive tax-sheltered annuities, vision
and dental care to the agencies’
benefit pack:ge for a membership
of more than 300,000.

Cnly 23%ofthemoneybudgeted
for gross salaries purchases work-
ers compensation insurance and

employe benefits including unem-
-ployment benefits: life, health, dis-
ability insurance and pensions.
That's 14% below the national av-
erage, according to CAP figures.

At a time when mar_y employers
are trying to cut the costof expan-
sive employe benefit plans, CAP
directors look at theirbenefitman-
agement challenge from a differ-
ent perspective.

CAP directors are not looking to
save money for their groups, but to
purchase as much as they can for
what they have or face a reduced
budget.

"A savings to us would mean
only a decrease in funds desig-
nated for buying benefits,"” ex-
plained Robert Burgess, executive
director of Norwalk Economic Op-
portunity Now Inc., a CAP agency

with 140 employes that recently
tapped group buying.

"And this also means absorbing
yearly inflationary costs of bene-
fits," he added. "Since our salaries
are so low, we have a real need for
having good benefits in order to
keep our employes."

CAP funding comes from fed-
eral, state and local governments
and private business contribu-
tions. A board of directors com-
posed of elected officials,
representatives of private busi-
nesses and citizens oversees
spending.

One year ago, Mr. Burgess fol-
lowed the advice of Mr. Hill and
switched his group's retirement
savings plan to a tax-sheltered an-
nuity managed by the Great West
Life Assurance Co. Mr. Burgess
now reports 90% employe partici-

Yesterday's costs using tomorrow's technology...Today.

ClaimFacts

Is an advanced on-line

health claims administration system which

may be used by insurance companies, or

employers and associations with self-

funded or undlerwritten plans.

ClaimFacts provides total automation

for the processing of all types of health

benefits plans, including basic and Major

Medical, dental, vision, prescription drugs,

and disability. The system has the

capability for on-line inquiry, eligibility
verification, adjudicalion, coordination of

benefits, and letter generation.

[3B Please call

ClaimFacts can be installed at your
office for use by your staff using your

hardware or ours.

It is available on a

service, lease or purchase basis for HP or

IBM systems.

ClaimFacts joins IMPLEFACTS, the
deferred recordkeeping specialists, as a

member of the Thomas National Group.

Claim Facts

satisfies the unique

requirements of insurance companies and

third party administrators.

Name

Company

P e o e IR as B aat —— N S

O ClaimFacts

O Send information about:

Il ImpleFacts

Title

State =Zip

Phone

pation, an improvement over the
former plan that had one partici-
pant

Though the Great West plan is
now being replaced by a Paul Re-
vere Life Insurance Co. plan, the
Great West annuity was a break-
through for New England CAPs. A
CAP agency in Newport, R.l., also
had poor participation in its plan
and another group in Keene, N.H.,
did not offer the benefit.

The Paul Revere annuity allows
an employe to shelter from $3 per
week to a peak of one-sixth of an-
nual earnings with CAP matching
2% to 5% of salary. Employes can
elect to contribute up to 25% of sal-
ary to make up for past years of
service.

Full vesting is after four years
retroactive to the date of employ-
ment, though an employe may not
withdraw the agency's contribu-
tion until he or she leaves the or-
ganization or suffers total
disability.

Paul Revere pays 10.5% and
charges a 5% administratve fee.
The Great West plan paid only
8.5% interest. The Newport plan
reports 80% participation after two
months of the new plan.

Though Mr. Hill began working
with CAP seven years ago in nego-
tiating its medical plan, he still
hasn't conquered one image prob-
lem. Insurers view the organiza-
tions as transient.

“"When | become involved with
CAPs, the predominant image was
that they are here today and-gone
tomorrow,” Mr. Hill explained,
"and insurers shy away from
underwriting unstable groups.”

The average length of employ-
ment for a CAP member, he told
ilisurers, is three to five years, not
the few months that they charged.
If one local agency closes, he
noted, another one opens in the
area with many of the same em-
ployes.

Making his point with Pruden-
tial Insurance Co., Mr. Hill and Mr.
Chain negotiated the CAP groups'
first mass-marketed coverage, a
dental plan with a rider that covers
eyeglasses.

With a potential of 300,000
rgembers (2,000 are currently en-
rolled), the plan is designed to at-
tract lower-salary employes and
encourage preventive dental care.
The policy offers 100% coverage
for preventive care, 80% coverage
for routine care and oral surgery
and 50% for mAjor dental care.

The dental plan has a lifetime
$25 deductible per person and a
vearly limit of $1,000. The
eyeglasses rider has no deductible
and provides for one pair ofglasses
every two years to a maximum
reimbursement of $55. The rider
pays $15 for an annual eye exami-
Nnation.

"And for many of these people,
this may be the first time they visit
a dentist,” added Ronald Miller,
executive director of New Visions,
the Newport CAP agency.

The Newport organization pays
all the $6 monthly premium for the
employe and half of the $14.50 fam-
ily monthly premium.

In Keene, N.H. where William
Marcello is in charge of the South-
west Community Services Inc.
agency, the dental coverage was
added at a cost of $1 more per par-
ticipant.

"We revamped our medical cow
erage and with the savings we real-
ized under the new medical plan,
we were able to add dental forjust
$1 per participant,” he said.

Group buying still hasn't taken
over all of the national organiza-
tion, but it is growing, Mr. Hill
says. Its success in New England is
paving the way for work on a na-

thiomal scoprse. .-



Blues, U.S. lend

money, expertise
to troubled HMO

BRIDGEPORT, Conn.-Blue
Cross/Blue Shield of Connecticut
and the federal government are
patching up a troubled health
maintenance organization here
with an infusion of money and BC/
BS management.

Connecticut Health Plan, an
HMO that started in March 1977,
filed on Jan. 31 for protection un-
der Chapter Xl of the federal bank-
ruptcy act.

Blue Cross stepped in and of-
fered the HMO a $1 million inter-
est-free loan and the Department
of Health and Human Services is
working out a loan of $700,000 to
$800,000.

Blue Cross also deferred pay-
ment of a $300,000 debt Payment
on the principal of a $2.5 million
federal start-up loan, another bur-

den on the organization, doesn't
start until March 1982.

Management changes, including
a new executive director and
board of directors from Blue
Cross, will begin this month.

"We've spent the last three
months laying the foundation for
reorganizing the health plan;
much has already been imple-
mented,” said Ted Weinberg,
director of compliance for the
HMO office of HHS.

A 12% rate increase is also on the

way, says Sue Brown, marketing

Medical ed

may pose
problems

Crain News Service

ITHACA, N.Y.-The quality of
medical education may decline
during the 1980s, increasing hospi-
tals' risk management problems,
warns a leading educator.

The value of clerkships to resi-
dents is declining as a result of
changes in patient-physician rela-
tionships since the introduction of
the Medicare and Medicaid pro-
grams in 1965, says Walsh MeDer-
mott, M.D., emeritus professor,
public health and medicine, Cor-
nell University Medical College
here.

The growth since 1968 ofmedical
schools that use small groups of
community hospitals instead of
university-owned teaching hospi-
tals is also making it much more
difficult to provide young doctors
with the kind of role models and
teachers who produce high 4uality,
thorough physi€ians, Dr. MeDer-

mott says.

Constant surveillance and teach-
ing in a university hospital gives
young residents the self-discipline
to be thorough that lectures and
the mere observation o f older phy-
sicians at work can't produce, he
said.

"The great vital principle-the
secret if you will, of U.S. medical
education and training at its high-
est quality-lies not in impressive
facilities or glittering diagnostic
apparatus, but in this deep-seated
tradition of self-discipline.”

If many new medical graduates
are less self-disciplined and thor-
ough, as suggested by Dr. MeDer-
mott, they are more likely to make
mistakes that will lead to risk man-
agement and quality assurance
problems for hospitals. .

director of the HMO, as part of the
general overhaul that has not dis-
rupted service to the organiza-
tion's 10,000 subscribers from 220
employer groups.

Although this federally qualified
HMO appears to be on the road to
recovery, the track record of
HMOs under the HMO Act is not
impressive.

The folding or merging of six
federally qualified HMOs has cost
the government $12 million in de-
faulted loans out of $165 million
worth of loans provided to the or-
g=anmnii=matiormns . -
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DETROIT and BILLINGS

are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute.. in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

GENERAL UNDERWRITERS, INC.
730 Buhl Building

Detroit. Michigan 48226
313-963-5240

HOINESS-LaBAR INSURANCE
COMPANY
2323 Second Avenue North

Billings. Montana 59107
406-245-6511

See our ad on page 6

ODDS-ON
FAVORITE.

Chances areyou'll never suffer a major propery loss. But ifyou do.
it's reassuring to knowyouVe picked the favorite: Industrial Risk
Insurers. That's because our reputation for prompt and fair claims
adjustment is based on 90years of performance.

In the event of a loss. we start helping right awax because

that's when you need it most. Working with your designated claims
coordinator. IRI a4justers can facilitate early adjustments. 1 -or items
like damaged invento building loss, even total clean-up and

debris removal.

Ifyou want to restore your property in a different manner, well

getyou working quickly with the loss aqiuster to obtain estimates.
An early start means a fast finish and a prompt payoff.

IRI is the odds-on favorite to help putyou back into business if

and when loss occurs. That's why in a high stakes game like €laims
settlement, your best bet always is IRI. Hartford, CT 06102.

Nndustnfal
O isk
nNnsurers

BECAUSE
THESTAKES
ARE Hiaa.
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Takealook
at the risks we take.

American Brands, The Bendix Corporation, Dart
Industries, The Hardaway Company, Ernest & Julio
Gallo Winery, Manufacturers Hanover bust Company,
United Van Lines, Union Oil Company of California-
the list of blue ribbon CSRU clients expands daily. CSRU
is a responsive market that's producing positive results
for risk managers, their brokers and agents.

We can handle primary, excess or umbrella casualty
coverages for Companies - nationally or internationally.
But that's just a start. CSRU goes much further. We
work closely with producers and clients to blend their
insurance needs with tailor-made cash management
programs that have a real effect on the bottom line.

We also help CSRU clients obtain the wide range of
Continental products and services so vital to efficient
risk management. Included are services for captive
insurance companies, countrywide claims service, loss
control & engineering and industrial hygiene facilities,
ocean and inland marine insurance, reinsurance, A&H
and life insurance, even premium financing and data
processing. That's an in-house lineup unparalleled in
the industry.

The CSRU stafF wants to go to work for you. We want
your proposals. You'll discover the flexible attitude and
imaginative approach that have made CSRU a «must"
market for hundreds of brokers and agents.

Competitive pricing, flexibility, coverage, capacity,
responsive service, an ability to implement a program
quickly and effectively, and imagination you can bank
on. That's CSRU. And that's what has made us one of the
fastest growing organizations of our kind in the U.S.A.

LEARN MORE ABOUT CSRU AT THE R.I.M.S.
CONFERENCE. WE'LL BE IN BOOTHS 18 AND 19--
AND WE'RE ANXIOUS 70 TALK WITH YOU.

If you can't make the conference this year, simply
contact your agent or broker, or the nearest CSRU

representative: or write:
James H. Mcl.eod William B. Shapard Gerald'lbtzman Raymond E. Gil R. H. Dorgan, Vice President
100 Pine Street 1712 Commerce Street 209 West Jackson Bivd. 83 Maiden Lane Continental Special Risk Underwriters
San Francisco, CA 94111 Dallas, TX 75201 Chicago, IL 60606 New York, NY 10038 83 Maiden Lane
(415) 576-8000 (214) 698-1600 (312) 322-6600 (212) 440-3276 New York, NY 10038
=25: -———-_ A

Continental Special Risk Underwriters

83 Maiden Lane, New York, N.Y 10038

A facility of The Continental Insurance Companies,
subsidiaries of The Continental Corporation
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RIBIS Preview

Keep it brief, brisk for the board

BY JILL KAPLAN

CHICAGO-Brisk, brief and to-the-point are the key words when ad-
dressing a legislative body or board of directors, say leading risk and
benefit managers.

Facts, not theatrics, are the show-stoppers.

"Say it and summarize it," says Edith F. Lichota, insurance and risk
management manager at Kennecott Copper Corp. in Connecticut.

"Make a quick and dirty presentation and get off the stage," agrees
Russell A. Drake Jr., risk manager at Borden Inc. in Ohio.

"They're looking for documentation and statistics, not entertainment,”
contends Coe Hankinson, risk manager at Shakespeare Co. in South
Carolina. "Catchy phrases don't help too much."”

Risk and benefit managers are increasingly called upon to explain
their expensive insurance programs to boards o f directors and to testify
more on regulations and laws affecting their bailiwick. They try to tread a
fine line between generating interest in listeners and putting on a show.

Continued on page 38

Nnot "April 14,

cautions Mark Gertnmner,

Legal advice: Listen well,
tell truth when testifying

CHICAGO-You don't have to be Perry Ma-
son to make an effective courtroom appear-
ance.

Testifying can be easy if you remember some
basic guidelines recommended by lawyers and
those experienced on the stand.

"Tell the truth, don't volunteer information
and listen to the question carefully is informa-
tion | tell any witness," says Theodore Koskoff,
president of the Assn. of Trial Lawyers of
America in Washington.

"If a lawyer asks 'what day is it?' say 'Mon-
an

o ERISA attorney in Ohio. "Always answer the

question asked to you."

e While popping in and out of court may

Inspections and
peptalks spread
safety message

By JOHN MAES

CHICAGO-One risk manager conveys the message by operating a
mini-insurance company within his company. Another employs the
tenacious approach of a football coach delivering a locker room peptalk
and meting out discipline for errors. Still another regularly travels the
world, inspecting company installations.

These are three different ways three risk managers try to reduce acci-
dents and insurance costs by keeping loss prevention in the forefront of
everyone's mind. Their message is safety.

Bruce Wilson, manager of corporate insurance at Bell & Howell Corp.
in the Chicago suburb of Lincolnwood, places himself on the front lines
of the battle against losses and accidents.

Bell & Howell had a policy that its workplace must be safe when Mr.
Wilson joined the company in 1975. His task is to keep it safe.

He uses the tactic of running a mini-insurance company to show direc-
tors of various corporate facilities how insurance costs can be held down

Continued on page 40

not be routine, risk and benefit managers
maybe called upon to testify in product

liability cases or in suits over benefits.

Lawyer Gertner advises risk and benefit
managers on the stand, "If you don't under-
stand a question, don't answer. Say you don't
understand and be asked again."” Don't be
afraid to say "I don't know," he adds. "Wit-
nesses get into trouble by trying to help them-
selves look good. There's nothing wrong if it's
the right answer.”

"Never guess or hint at what the lawyer's get-
ting at, don't worry where he's going,” Mr.
Gertner counsels. "Very few witnesses are as
good as lawyers in cross-examination.”

"A smart lawyer can try to unnerve you,"
warns Alex H. Dolnick, a Chicago attorney who
gives clients a thorough prep talk before their

appearances.

Some lawyers brief clients by

Continued on page 44
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Keep presentat

Continued from previous page

"l try to be provocative, inten-
tionally exaggerate a little bit.
Nothing is deadlier than some-
body telling a fact offhand,” ex-

plained 3M director of insurance
Howard T. Weber.

Mr. Weber meets with directors
of 3M and is a frequent speaker on
risk management topics. He sug-
gests speakers dramatize their lis-
teners' involvement in the subject
being discussed.

"Instead o ftelling corporate offi-
cers to remember the Pinto case
when making decisions, | ask

them 'Do you want to appear on
the witness stand?" ™

Use expression

"Never read a prepared state-
ment verbatim,” warns Ms. Li-
chota of Kennecott Copper, who
often addresses lawmakers on is-
sues o f insurance.

Instead, Ms. Lichota suggests
that speakers work from the copy
of their text on which they scrib-
bled notes or from an outline.

"Lift your eyes, strive for some
expression so it's not apparent
you're reading from a text,"-Ms. Li-
chota says.
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Arl of speaking
"1 try to be

provocative,
exaggerate a
little,” says
Howard VWeber.

"Embellish a prepared state-
ment with anecdotal illustrations,”
she urges.

"Dollars and cents is an eye-
opener for all issues today," added
Richard Heydinger, risk manage-
ment director at Hallmark Cards
Inc. in Missouri, offering his tips
on how to be a good advocate.

"Try to involve the audience,
create a two-way communication.
Draw them out with questions,"”
Mr. Heydinger advised.

The best way to begin a speech,
experts agree, is to get at the heart
of the matter as quickly as possi-
ble.

"Too often if you're building up,
you'll hit a phrase that strikes
some of your listeners and they
won't b e ready to hear the key
point,” warns Borden's Mr. Drake.

"Listeners form their opinions
within the first three minutes and
then turn off," added Coe Hankin-

son.

Boost credibility

Ms. Hankinson suggests a
speaker can boost his/her credibil-

ity by getting to know the audi-
enc€ to be influenced. "Make as

many contacts as you can. Set up
meetings with them, go tc social
outings, become active or. other
legislative bodies with which

they're affiliased,” Ms. Hankinson
advises.

"Know your audience so what
you're saying is pertinent to their
iriterests,” Mr. Weber agrees. "Too
many of us are guilty of saying
what's impcrtant to ourselves
without suffiziently perceiving the
concerns of the group.”

Not every audience can be
treated in exactly the same way,
however.

When addressing lawmakers,
don't assume you understand their
body language, warns lobbying-
seasoned Steven Schanes, presi
dent of Schanes & Associates, a
San Diego consulting firm. "In Ha-
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saying.' In other locations this

means 'yes, | agree.

For board meetings, Mr.
Schanes says come prepared. "l've
seen a lot of managers shot down
who don't do their homework be-

fore a board meeting. They don't
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realize that it's not a traveling road
show-you have to prepare for
each engagement separately,”" he
said.

Is your audience wincing, doo-
dling or in tears?

"You should be alert to every
movement in the room. If people
are not reacting the way you want,
re-examine the text as you make
your presentation,” says Mr.
Schanes, first director of the Pen-

sion Benefit Guaranty Corp.
Mr. Schanes contends that one

1 ED

of the most effective ways to make
a presentation is to use charts.
Choose a limited number, with nct
too many words on each. Always
pass out material after, never dur-
ing, the presentation, he says.

Use charts

"Flip charts allow freedom cf
movement so the whole thing ap-
pears to flow easily. The room is

dark for slide presentations ar.1
the audience can't take notes. It's

not half as effective," Mr. Schanes
claims.

Trial runs are ' one sure way to
make sure things will run
smoothly. But experienced speak-
ers run the risk of becoming too
smug.

"There is a tendency to bask in
the limelight more than you have
to. Don't get carried away by your
own eloquence," cautions Ms. Li-
chota.

"I'm always a little nervous," ad-
mits 3M's Mr. Weber.

-Sw=r:421.-)1*

"It's necessary to be uptight a lit-
tle bit If you're too at ease you're
not projecting any sense of ur-
gency or concern,” Mr. Weber con-
tends.

Coe Hankinson enjoys address-
ing a board of directors.

"It gives you the chance to say
what's bothering you and to per-
haps change the things you're
complaining about,"” she says.

"They have questions and they
want answers. They're just people
like you and me.” -
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No reading

"Never read a

prepared

statement

verbatim,"

warns Edith

Lichota.
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Pep talks, inspections
keep safety foremost

Continued from page 37
by adhering to safe work practices.
Mr. Wilson isolates the particular
division and calculates what its in-
surance premium would be, based
on its particular loss experience as
if it were a freestanding company
ratherthan part ofthe Bell& How-
ell system. Then he calculates
model premium to show how
much lower the division's insur-

ance costs would be if it decreased

Safety spotter

Bruce C. Wilson keeps close tabs
on division safety heads.

losses.

Recalling one success story, Mr.
Wilson said, "l reviewed loss expe-
rience reports for all installations
and picked out certain facilities
that seemed to be having prob-
lems. | found a good number of ac-
cidentswere occurring at our plant
in Phillipsburg, N.J.," he said. The
plant was experiencing a high
number of workers compensation
claims.

Mr. Wilson visited the facility, in-
spected it and told the plant direc-
tor because of its losses alone. it
would be paying about $125,000 in
workers compensation premiums
if it were an individual firm. But if

THEBITEIN
OURGROUP

DEN,NI.
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Our System.

Some insurance companies rely on
computers to handle their group dental
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In either case, if you want to put some bite

in your group dental program, our system can
help. Contact your Independent agent

or broker or The Travelers Group Field

Group Department-
offering professional products,
services... and the people

THE TRAVELERS

The Travelers Insurance Company,,

and its Affiliated Companies, Hartford, Conn. 06116

it beefed up its worker safety prac-
tices, it could cut that premium to
$50,000 yearly.

Talking costs

"It's probably the easiest way to
get them to understand that the
cost is controllable and sometimes
you have to hit them with that
large expense at the front end,” he
said.

The plant has since cut its
workers compensation losses by
about 30% and the resulting pre-
mium refund has been turned over
to the division because it's a sepa-
rate profit center of Bell & Howell,
said Mr. Wilson.

Now the plant director realizes
he actually pays for his own losses.
He understands the importance of
controlling the expense to save
money and increase profits, said
Mr. Wilson.

But if a safety program is to
work, the risk manager must keep
in constant touch with branch fa-
cilities, risk managers agree. Mr.
Wilson likes to do this just to let
division heads know he's there to
help them with their problems and
answer their questions. This is es-
pecially important when the com-
pany acquires a new facility, he
said.

Steady drilling

In Nashville, Tenn., Robert L.
Sinclair holds the dual role of risk
manager and safety director for
the city and surrounding Davidson
County. He says he hammers
safety into the heads of municipal
supervisors and holds them ac-
countable for the accidents of pub-
lic employes much like a football

coach demands good performance
of his team.

Supervisors are required to at-
tend regularly scheduled meetings
devoted entirely to safety. "We just
drill into them: safety, safety,
safety. We tell them what to look
for on the job site, what to report.
AnNnd that if there is an accident,
they will be held accountable,”
said Mr. Sinclair.

The city showed it meant busi-
ness on that score not long ago
when an employe on duty in a city
truck was arrested for drunken
driving. The employe was
promptly fired and his supervisor
was suspended for three days
without pay. "Ifthe supervisor had
not known about that situation, he
should have known," said Mr. Sin-
clair,

Mr. Sinclair contends that train-
ing lower-level managers will do
the most good because they work
directly with employes and are in
the best position to enforce safe
practices.

Cracking heads

"In the police department, we go
to the sergeants instead ofthe cap-
tains and in the public works de-
partment, we go to the foremen.”

City safety engineers, who actu-
ally ride herd over supervisors, are
becoming the most hated people
on the public payroll, Mr. Sinclair
quipped. "But we know that if he
doesn't crack some heads once in a
while and call some people to task
over things, the engineer's not do-
ing his job."

To further enforce the impor-
tance of safety, Nashville will soon
require under its civil service rules



that an employe certify when hired
that he or she has received a copy
o f municipal safety rules. The em-
ploye must also certify that he or
she understands that violating

safety regulations is grounds for
dismissal.

Mr. Sinclair maintains that this
vigilance has reduced accident
rates, even though statistics
wouldn't show it. Nashville's en-
tire accident reporting system was
revised in the last year to be more
exact and comprehensive than it
was before. As a result, the number
of accidents may seem to have in-

creased because”"even near misses

will have to be reported,” he said.

Personal inspections

Frank McCahill, director of in-
surance and safety for Bristol-
Myers Co. in New York, is another
risk manager who spends a large
portion of his time trying to keep

accident rates under control.

Mr. McCahill and his four-man
staff spend two to three months of
every year out ofthe office visiting
the 75 domestic and foreign com-
pany installations. The fact that a

manager of a Bristol-Myers facility
knows Mr. McCahill or one of his

staff will arrive armed with a 17-
page checklist to conduct a top-to-
bottom inspection is how the risk
manager keeps the subject of

Tough policy
Nashville

employes can
be fired for

violating safety
rules under

John Sinclair's
policy.

safety alive in the firm.

On an inspection, Mr. McCahill
looks for the number of are extin-
guishers and how they are placed,
whether fire drills are periodically
conducted and whether workers in
high-hazard work zones are wear-
ing the proper protective equip-
ment.

If Mr. McCahill's records show
that one type o f accident has hap-
pened repeatedly at one location,
the plant director will be asked
why. "We'll tell him, 'This loss has
occurred four or five times here.
Now why the hell haven't you
eliminated that condition and cor-
rected that hazard?' "

Mr. McCahill said he likes to get
input from rank-and-file workers
but tries to communicate more
with the plant manager because
the manager is in the best position
to carry out recommendations and
monitor how well they are work-
ing in the entire facility.

If the recommendations are be-
ing ignored, Mr. McCalhill rests as-
sured he will know about it, even
though Bristol-Myers has some
40,000 employes. Meticulous rec-
ords are kept and Mr. McCalhill fol-

lows up to see whether plant
directors have put his safety rec-
ommendations into practice.

"We're happy with the ways
things have gone," he said. "Our
injury rate is only 50% to 75% ofin-
dustrywide loss experience.”

It's not hard to sell management
and employes on the idea of safety
because it's easy to make them
realize it's for the good of all con-
cerned, Mr. McCahill said. Prop-
erty protection measures will also
be viewed favorably by manage-

ment once the risk manager has
presented a clearcut picture of
how a property loss or plant shut-
down can wipe out an entire seg-
ment of the sales market that
cannot be retrieved.

The risk manager who wants to
make safety an issue in the cor-
poration shouldn't hesitate to
stand up and preach, Mr. McCahill
says. "Get the ears of as many peo-
ple as you can, especially top man-
agement, and just harp on the
importance of any situation." -

Globe trotter
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Frank McCahill at Bristol-Myers Co.

spends two to three months out of
every year visiting the 75 domestic and
foreign operations to enforce the

corporate safety program.

Insure with The Slip.
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Lawyer's advice

Listen, tell truth
when testifying

Continued from page 37

showing films of lawyers in in-
structive situations or by re-
viewing "trick" cross-examination
questions.

"Did you talk to anybody before
today about testifying?" or "Is
somebody paying you to testify?"
are questions commonly asked to
trip a defendant.

Stating the case

Following guidelines will help risk
managers on the witness stand
make a good impression.

ForAll
Risk
Ccac

Lee...

AhnNn=z"

Allianz. The company that offers you

the broadest Course of Construction/

Builders Risk and Installation Floater

coverage on any type of construction

risk, including coverage during testing

or start up.

Our team of knowledgeable profes-

sionals is ready to meet your needs world-

wide with almost unlimited capacity and

consideration to any manuscript form.

For the best possible foundation in

Construction and Erection All Risk

insurance, say Allianz.

We're the experts you should know.

Allianz ®

Allianz Insurance Company
A Center of Excellence

6435 Wilshire Blvd., Los Angeles, CA 90048

(213) 658-5000
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"Witnesses instinctively want to
answer 'no’' to these questions,”
says attorney Mark Gertner.

"They think that if they've
talked they're tainted or will get in
trouble. Witnesses want to say'no-
body is paying me for my time in
court’

"Sure a witness will talk to his
lawyer, a boss or wife," says Mr.
Gertner. "A lawyer will jump all
over you and make you look bad if
you don't answer truthfully. It's

part of the game to unnerve the
witness.”

"No matter how much a lawyer
baits you, never get angry.,"”
stresses the counsel. "Answer as if
you are in the army, with 'Yes, sir'
or 'No, sir. "™

Mr. Gertner advises his clients to
"look up and speak up.”

"We tend not to believe someone
who mumbles and looks down at
his shoesi Sit erect, look at the per-
son asking the question and an-
swer directly,"” urges Mr. Gertner.

Appearance is important for
anyone taking the stand. Flashy

risk and benefit managers would

Appearance counts

Flashy risk and

benefits managers
should tone down

dress when they
take the stand.

do well to tone down dress, ex-
perts say.

" | wouldn't appear in a flowered
Hawaiian shirt,” admits Russell A.
Drake, Borden Inc. risk manager
in Columbus, Ohio, who has twice
testified in court.

Edith Lichota, risk manager at
Kennecott Copper Corp. in Con-
necticut, cautions that a woman
should never wear a skirt that is
too short.

"Dress conservatively-always.
Juries tend to come from working-
class backgrounds, as a rule. They
regard as noncredible anyone too
elaborately dressed," she says.

Ms. Lichota advises risk man-
agers on the stand to maintain eye
contact with jurors and to avoid
technological terms.

"Don't try to dazzle them or use
an 18-syllable word if a three-sylla-
ble word will do. You can get so
technical you're past impressing
jurors and will only confuse
them," says Ms. Lichota.

"While levity might be appropri-
ate in the board room, it will offend
j urors, who regard their business
as deadly serious,"” Ms. Lichota
added.

Ms. Lichota, who often ad-
dresses lawmakers on insurance
matters, says she doesn't get too
concerned about courtroom ap-
pearances.

"Dealing with 12 unknown faces
is the greatest cause of unease.
There could be someone there who
hates women in navy blue suits,”
she points out. "Everything should
be stated to arouse no prejudices."”

"You do the best job you can,”
says Ms. Lichota. "That's all any-
bhbody c=arm do o7 L



Sleep and citrus

help relax execs

befo re a speec h

CHICAGO-Heart beating
wildly, you're drenched in sweat,
the room is a blur and your throat
is so tight you can't utter a sound.

Speaking in public can be a har-
rowing experience, but here's how

a few of the pros recommend you
relax:

"Suck on lemons," advises Rus-
sell A. Drake Jr., risk manager at
Borden Inc. and an 18-yearveteran
on the public speaking circuit.

"Citric acid helps you relax.
Drink orange juice and lemon
juice,"” Mr. Drake suggests.

It's better not to go sucking on
citrus in public, however, he adds.

On a more conventional note,
Mr. Drake recommends getting a
lot of sleep the night before an ap-
pearance. Strenuous exercise the
evening before a speech can also
be a good tension-release, he says.

Risk and benefit managers who
appear in court are usually briefed
by lawyers on tension-reducing
techniques.

"Ifnerves are getting to you, find
some time to settle and compose
yourself,"” suggests ERISA attor-
ney Mark Gertner, in Ohio. "If
you're thirsty, ask the judge'May |

Under control

Looking calm,
cool and

collected even

when you're

nervous is

possible if you
follow a couple
of tips.

have a drink?' If you have a cramp,
stand up,” Mr. Gertner counsels
his clients.

Mr. Gertner says that an alert at-
torney who senses his client's dis-
tress can manage a break in the
action by voicing an objection or
asking for a recess. "Any break in
the action, whether it be two to
three minutes or 30 seconds”™ can
be enough to have a calming effect,
Mr. Gertner claims.

"The key thing is to recognize
you're not unique in being afraid,”
confides Steven Schanes, presh
dent o f his own consulting firm.

"Everybody's nervous. The law-
yer walking to the courtroom is as
nervous as you are," agrees Alex
H. Dolnick, a Chicago attorney
who gives clients a thorough brief-
ing before they take the stand.
Taking along a package of mints
can aften be a life-saver, he adds.

"l always visualized taking my-
self in there by the scruff of the
neck," says Edith F. Lichota, insur-

We can give you the competitive edge
you need to provide a creative quote

on all facets of special risk A. &H. business.

ance and risk management man-
ager at Kennecott Cipper Corp. in
Connecticut.

Ms. Lichota frEquently ad-

dresses legislative and regulatory
committees or: matters of insur-

Correspon,len: at Uoy,rs London

ance. Offires in Rows-i and London

"You must will yourself not to
clutch up," says Ms. Lichota. "Just
got in there and do .t." -

The

one-stop,.
full-service

self-inst, e, i rE:

Super-market"
for workers'

compensation!

617-367-3234

If selecting your company's
insurance is your responsi-
bility, our professionally
qualified staff can Inake your
job easier and more effective.
We offer all, or any part, of
the following services:

- Excess Insurance

Aggregate and Specific

- Claims Administration

State Qualification and
Filings
- Self-Insurers Bond

- Safety Services

- Cash Flow Analysis

You will be delighted at the
low, competitive price of
the "package" we can tailor
to your specific needs.
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Prove need for benefit

to win new program

By MARGARET LeROUX

SAN FRANCISCO-You can
get management approval to
squeeze in another benefit that
you think belongs in your
company's employe benefit pack-
age if you:

- Prove the benefit is needed.

. Lay out how much it will cost
as a percent of payroll and as a per-
cent of earnings per share.

- Rally support for the new
benefit from others in the com-
pany.

These are the three top recom-
mendations of benefit managers
who have successfully moved a
benefit from an idea into a reality
in their companies.

It also doesn't hurt to report to
the decision-makers, benefit man-

agers add. (See related story, page
481

Proving need requires doing a
lot of research, benefit managers
agree. Both the company's benefit
program and the benefit programs
of the industry or area the com-
pany operates in have to be ex-
amined.

"You don't want one division to
get ahead of another," cautions
John Lamantia, benefit manager
at Amerace Corp. in New York.
"Survey others in your industry.”

"Find out if your plan is com-
petitive," advises Eleanor Kohler,
director of employe benefits at
Time Inc. in New York. "You've
got to know what the trends are.”

Some benefit managers do this
work themselves, others rely on
consultants or consultants' reports
to get the facts.

One benefit manager, who com-
plains that his management lacks a
benefit philosophy, uses the Hay-
Huggins & Associates survey of
the benefits offered by the Fortune
500 companies. "Then | go to man-
agement, usually telling them
we're out in left field in compari-
son with other companies in the
Hay survey.”

"You can't take any chances

with your research,” says David
Mclintire, director of benefits at
General Mills in Minneapolis.
Besides facts and figures, docu-
menting employe demand for a
benefit is a strong way of proving
need, benefit managers agree.
"When | introduce a new benefit,
it's because we've been getting
loud complaints from one of the
divisions," admits the benefit
manager who gets no direction
from management on what kind of
benefit package it wants to offer.

But at Levi Strauss & Co., a San
Francisco company known for
young management and a young
workforce that promotes good em-
ploye morale, the issue of need is
resolved by answering the ques-
tion, "Are we doing right by the
employes?" says Sara Gingrich,
health and welfare plans adminis-
trator.

Strong employe demand
prompted Levi's to introduce an
orthodontia benefit in January
separate from the existing dental
benefit plan. "Orthodontia was by
far the most requested benefit
we've ever put into effect,” Ms.
Gingrich noted.

The new benefit, self-insured by
Levi's, provides a lifetime benefit
of $1,000.

Starting up a new benefit plan
may not sound attractive to man-
agement no matter how well the
need is established, if the cost ap-
pears to be too high.

"With benefits now costing

Amerace between 3