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Most claimants in MGM fire

agree to settlement offer
LAS VEGAS, Nev.-Plaintiffs rep-

resenting more than 95% of the dollar
value of the remaining 450 lawsuits
arising out of the 1980 MGM Grand
Hotel fire in Las Vegas have agreed to
settle with the hotel-casino company.

This falls short of the 100% of re-

leases that the court-approved settle-
ment plan required plaintiffs to de-
liver to MGM for individual approval
by April 1. However, members of the

Continued on nezt page

The asbestos crisis
Negotiations could lead Some say insurance industry could be

to agreement on coverage ultimate victim when the dust settles
By STEPHEN TARNOFF By STEPHEN TARNOFF

The parties embroiled in the ongoing asbestos litigation say an agree-
ment on how to compensate thousands of victims of asbestos-related
diseases could be reached within two months.

Representatives for insurers, asbestos companies and plaintiffs' at-
torneys express optimism that the negotiations could lead to an end to
the massive litigation over how much insurance coverage asbestos de-
fendants have to pay claims.

Approximately 30 coverage lawsuits involving billions of dollars are
pending in federal and state courts across the country as insurers and
policyholders battle over how coverage should be determined.

In addition, an agreement could provide a way to resolve plain-
tiffs' claims more quickly and inexpensively through a cen-
tral claims-handling facility.

About 300 companies that manufactured, sold or had
some other connection with asbestos products face some -
20,000 pending claims by plaintiffs who say exposure to
asbestos triggered serious, sometimes fatal diseases (see re- .- 4 .
lated story).

Compromises by all the parties to long-held positions in the
litigation would be a key part of the agreement.

"There will be, I hope, publication of a proposal that could *-
resolve a great deal of the dispute between policyholders and in- '
surers on this matter," said Raymond W. Stahl, senior vp of The -
Travelers Corp. and chairman of the Asbestos Claims Council, a
group of all of the major insurers with asbestos exposures.

Several draft proposals have been produced by the council and ex-
changed with policyholders, but the parties have not yet produced a
document both sides are willing to accept, he added.

"But we are getting closer everyday. Sixty days is reasonable."
"I'm cautiously encouraged," said John L. Baldwin, president and

chief executive officer of Pittsburgh-Corning Corp., a major asbestos
defendant that has taken part in the negotiations.

Conceptually, there could be an agreement on a "global resolution"
concerning both the coverage litigation and the litigation between
plaintiffs and asbestos firms, Mr. Baldwin said.

Plaintiffs' attorney Stanley J. Levy of the New York law firm of
Continued on page 26

Will the insurance industry survive the avalanche
of asbestos claims hitting it or will it become the con-
troversial mineral's last and largest victim?

No one is sure, but it is clear the industry has never
before faced the potential liability brought by as-
bestos litigation, experts agree.

Asbestos companies-and their insurers-already
face more than 20,000 claims from workers who say
they were injured by exposure to asbestos, a mineral

These are the first in a series of stories
exploring the ramifications of massive
litigation spurred by asbestos-related

2 injuries. Today's articles concentrate
on the litigation's effect on the
insurance industry. Future stories will
explore the exorbitant legal costs

, involved and what's ahead for the
asbestos manufacturers and users 4

facing huge liability claims.

Graphic: Jim Bakasetas

used frequently to make fireproof materials and elec-
trical insulation. And it is estimated that another
30,000 to 200,000 claims may still be filed.

These claims could cost billions of dollars, some es-
timate, imperiling many primary and excess insurers
and reinsurance companies.

As a result, insurers are fighting with victims, poli-
cyholders and among themselves to stave off the po-
tential losses. In the process, insurers are paying huge
legal fees-one source estimates them at $400 million
for last year alone-to avoid paying claims.

At least 30 lawsuits between asbestos companies
and their insurers are now ongoing. Many say that
litigation will continue for another decade although
others say the debate could be over soon (see related
story).

Most observers say the insurance industry will still
be intact when the asbestos dust clears.

"Asbestos is the single biggest problem we find in
the industry," says Floyd Knowlton, a vp at The
Travelers Corp. "But the numbers aren't anywhere
near the numbers that the Chicken Littles are say-
ing."

"It would be premature to say the industry would
go bankrupt," adds Dennis Connelly, counsel to the
American Insurance Assn.

Only under the worst possible scenario-settle-
ments and jury awards skyrocket and courts adopt
policy interpretations that give policyholders the
maximum amount of coverage-would the industry
be imperiled, he says.

But others, who cite studies that predict tens of
thousands will die from asbestos diseases in the next
few decades, are not as certain.

Insurers like Commercial Union Insurance Co.

have long argued that, under certain coverage
theories, they won't be able to handle an unprece-
dented number of claims caused by asbestos and

Continued on page 24

ODECO wants others to pay rig claims
By BILL DENSMORE

NEW ORLEANS-Ocean Drilling & Exploration Co., the
owner of the Ocean Ranger drilling rig that sank off New-
foundland last year, wants the rig's builder and several other
companies to pay liability claims and other Costs.

ODECO disclosed in its recent annual report that it faces
more than $1 billion in liability claims arising from the acci-
dent, while it has $200 million in liability coverage.

The Feb. 15, 1982, capsizing killed all 84 workers aboard the
rig (BI, Feb. 22, 1982).

Attorneys for ODECO have filed three separate suits-two
in Canadian courts and one in U.S. District Court in New
Orleans-that seek defense costs and indemnity for any judg-
ments against ODECO in the accident, the replacement cost of
the rig and funds to remove the platform from the floor of the
North Atlantic.

ODECO officials say the two Canadian suits, one filed in a

Newfoundland court and one in a federal court, make essen- "We're in the dark as to what their motives are," says Ken-
tially the same claims as the suit filed in New Orleans. neth E. Sheehan, an ABS vp and counsel. "I just wonder

Named in the New Orleans suit are Mitsubishi Heavy In- whether they're (filing suit) on their own or at the direction of
dustries Ltd.; Nagano Keiki Ltd.; Watercraft America Inc.; the underwriters."

Harding A/S; A/S Nor Davit; and the American Bureau of The suit identifies Nagano Keiki as a Japanese corporation;
Shipping. Harding and Nor Davit as Norwegian corporations based in

ODECO officials declined to discuss the suits or the rela- Rosendal and Bergen, respectively; and Watercraft as an Ed-
tionship of each defendant to the loss. gewater, Fla., firm. But, these companies are not otherwise

However, the New Orleans suit names Mitsubishi as builder mentioned in the suit nor are any specific allegations made
of. the Ocean Ranger, which was one of the world's largest against them.
semisubmersible drilling rigs. Attorneys for Mitsubishi de- According to the ODECO annual report recently mailed to
clined comment on the suit. the company's 7,000 shareholders; legal claims arising from

The American Bureau of Shipping is a New York-based the Ocean Ranger disaster totaled $1.043 billion as of March 4,
professional association of marine architects, naval engineers including $759 million in claims for punitive damages. The
and other marine specialists that plays a role in design of ships rest of the claims-or about $284 million-presumably are for
and oil rigs. The ODECO suit says the Ocean Ranger "was compensatory damages.
classified as a vessel suitable for unrestricted ocean operations The discussion of the accident, contained in a footnote to
by the ABS." Continued on page 21
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dual-capacity lawsuit

Social Security changes
to mean higher benefit costs

Page 3



2 / business znsur(mee, April 4, 1983

update Illinois court rejects
MGM plaintiffs agree to pact
Continued fromprev:ous page dual-capacity lawsuit
Plaintiffs' Legal Committee are confident that MGM will accept the
settlement offer before the end of the month

"I am in Las Vegas and my bet is 8-to-5 that the settlement will be By CAROL CAIN helps contain third-party suits where workers comp is
consummated," said John J Cummings III, the PLC's co-chairman the initial coverage," said Leonard Day, labor relations

MGM officials could not be reached for comment SPRINGFIELD, Ill -An employer in Illinois cannot director for the Illinois Chamber of Commerce
In addition to MGM, 27 of 112 other defendants also have agreed be sued by an injured worker just because the employer "It's frightening to employers to think there is ad(it-

to settle, committing nearly $60 million to the $75 million contri- owns or leases the worksite tional financial hability hanging over their heads," he
buted by MGM for a total of $135 million available for allocation The state Supreme Court ruled March 25 that an em- added, noting that the high cost of workers compensa-
among claimants if the settlement proceeds ployee who collects workers compensation benefits tion has been listed by many employers as the reason

Defendants that do not Join in the master settlement plan w111 may not also sue an employer because it serves in a for moving their operations out of Ilhnots
proceed to trial in the U S District Court in Las Vegas July 11 dual capacity as a landowner that is ultimately respon- "This ruling certainly reheves some headaches," Mr

sible for what happens on its property Day said

Kenilworth owed $2.2 million "This clearly establishes in Illinois that an employer The case stems from a Jan 16, 1978, residential con-
cannot be sued Just because he owns or leases the struction site accident in the Chicago suburb of

ST LOUIS-U S District Court here has ordered U S Central land," said Stanley J Davidson, an attorney with Mich- Downers Grove in which Russell Dean Sharp, a 28-
Underwriters Inc, a local brokerage, to pay Chicago-based Kenil- igan Mutual Insurance Co, the employer's work comp year-old carpenter-helper, slipped and fell while work-
worth Insurance Co $22 million in premium plus interest and at- insurer in the case, Sharp vs Gallagher (BI, March 15, ing on a garage roof
torneys fees, according to the Illinois Insurance Department 1982) He filed a workers compensation claim naming Far-

The department, which is now liquidating Kenilworth, filed suit Employers and employer groups throughout the state mingdale Millwork of Countryside, Ill , as his em-
earlier this year when analysis of records it seized last April re- had predicted economic disaster if the high court had ployer He received $18,363, representing 19 weeks of
vealed large balances owed to the insurer by U S Central, its owner ruled the other way But they were breathing easier temporary total disabllity and 70% loss of use in his left
Robert Hutchings and several other agents, brokers and reinsurers last week as they heard about the decision, which they foot

The department has outstanding lawsuits against Kenilworth's called encouraging and fair Mr Sharp then filed a two-count lawsuit alleging
former managing general agent, Robert W Patterson, who allegedly The court ruling reaffirms the current exclusive violations of the Structural Work Act and common law
owes $714,720, and Amtrux Inc, which owes $388,000 in outstanding remedy provision in the state's Workers Compensation negligence against Robert Gallagher and Daniel Henry,
premium, according to Kenilworth's hquidator William C Allen Act, which says workers compensation benefits are the owners of Farmingdale Millwork and partners in Or-

only recourse for a worker inlured on the Job chard Hill Building Co, which owned the construction

DES manufacturer acquitted "(The decision) is definitely a help, anything is that Continued on page 22

CHICAGO-Drug manufacturer Eli Lilly & Co and the Univer-
sity of Chicago were acquitted March 24 by aUS District Court Syndicates Former risk managers form
jury of charges involving the anti-miscarriage drug DES

Gwendolyn Mink, 31, had sought $1 million for potentially sen-
ous health problems and emotional stress she said she suffered be- cease writing alumni group to share ideas
cause her mother took the synthetic hormone diethylstilbestrol, or By SALLIE J. DRURY
DES, in a 1951 university study By STACY SHAPIRO

Ms Mink, who filed the lawsuit four years ago, contended Lilly Former risk managers, mark your calendars for April 27. At 2
had manufactured an unsafe product and that the university ad- LONDON-Poor underwriting p.m in the LaBrea Room of the Hotel Bonaventure, the first meeting
mmistered the drug without telling study participants results coupled with the dismissal of the Risk Management Alumni Assn will convene

DES has been linked to cancer in the daughters of women who of several key Lloyd's of London "Our primary purpose is to join together from the varied fields
used it But, John Cadwalader Menk, the university's attorney, sue- underwriters are responsible for we've branched out to, with experience as risk managers our com-
cessfully argued that the state of the art and science at that time and the closing of more than 35 syndi- mon denominator, to form business contacts and exchange Ideas,"
the studies available "gave no indication of the drug's dangers " cates, a Lloyd's pubhcation says said Charyl Peske, secretary of the association.

The syndicates, some of which Ms Peske, formerly risk manager for the city of Milwaukee, is

St. Paul may owe extra tax were undercapitalized, are now now a consultant with Strauss Zahn Co. She and Edith F. Lichota,

running off their business, accord- who is chairman of the association, got the idea for the alumni group
ST PAUL, Minn -The St Paul Cos Inc says it could have to pay ing to a poll taken by Lloyd's List, a when they were both speakers at a seminar sponsored by the Risk &

$51 million in back taxes, plus Interest, for 1977 and 1978 if the daily publication put out by Insurance Management Society and Insurance Co of North America
Internal Revenue Service prevalls in a dispute over the size of its Lloyd's m January 1982.
tax-deductible loss reserves Many of the syndicates closed be- "Edith and I had been fairly active in RIMS," Ms. Peske said, "and

The company disclosed in its annual report that it was notified by cause they could not offset their as risk managers we had found that organization very supportive.
the IRS in August 1982 of proposed adjustments to its taxable in- huge underwriting losses by in- "We thought there was a need for a support network of those who
come for those two years St Paul says the IRS is using a new creasing premiums or by relying on had left rlsk management and gone into other areas."
method of testing loss reserves with which it does not agree investment income, sources in the She and Ms Lichota, who is now INA's vp of government affairs

"These adjustments relate primarily to alleged overstatements of market say and formerly was risk manager with Kennecott Copper Corp.,kept
loss reserves of our property/liabllity insurance subsidiaries and, if Some of the losses are sizable in touch during the year. "Then last fall we decided to do lt," Ms
sustained, would result in additional income taxes for 1977 and 1978 For example, members of Lloyd's Peske said "We targeted for an April date, and decided to get to-
of approximately $51 million plus interest," St Paul says Syndicate 895, a marine syndicate gether in Los Angeles during RIMS when a lot of people would be

A company spokesman declined to elaborate on the statement m managed by Spicer & White (Un- out there"

the annual report "We don't feel it's a big deal," he said The com- derwriting Agencies) Ltd, must RIMS will hold its annual conference April 24-29 m Los Angeles
pany said any additional tax payments would have no material ef- pay more than 18 million pounds Ms Peske stressed, however, that the new organization is not re-
feet on its overall financial position (approximately $26 million) of lated to RIMS "We hope to help all former and present risk manag-

losses ers," she said, "not lust RIMS members."

Waste firm facing suit The 237 members, including ten- Ms. Lichota said the association will provide a roster of members
ms star Virginia Wade, must pay who are available for risk management program support to give

CHICAGO-A unit of Chubb & Son Inc is believed to have un- more than 15,000 pounds ($21,800) speeches, help develop programs and be available for informal dis-
derwritten directors and officers liability coverage for Waste Man- for every 20,000 pounds ($29,000) of Continued on page 23
agement Inc, which was hit last week with a shareholder suit Continued on page 23

The suit, filed March 28 in U S District Court, alleges the Oak
Brook, Ill, firm failed to disclose potential liabilities under environ-
mental laws

Waste Management was the subject of reports published last Pension researchers get reprieve
month alleging problems at several of its toxic-waste storage sites
The firm's stock price plummeted following the articles, which the By JERRY GEISEL The department had been trying to comply with a
company disputes new mandate issued by the General Services Adminis-

The suit, filed by shareholder Stanley M Grossman, also names WASHINGTON-Pension researchers can breathe tration-the federal agency that maintains government
Waste Management's independent auditors, Arthur Andersen & easy-at least for now buildings-to reduce the amount of rented space it oc-
Co, as defendants It says Mr Grossman purchased Waste Manage- The Labor Department probably won't move its pen- cupies
ment shares on Feb 15 at $60 25 a share The stock closed March 31 sion disclosure office to a converted warehouse in a One way the Labor Department is considering doing
at $43 625 gritty section of Washington this would be to move its busy pension disclosure office

A Washington law firm, Kohn, Milstem, Cohen and Hausfeld, is from the department's main building on Constitution
representing Mr Grossman, who was not otherwise identified in the Avenue near Capitol Hill to a warehouse in a rundown
suit Lawyers were unavailable for comment errors & omissions area of the city known as the Washington Naval Yard

Arthur Andersen, like other Big Eight accounting firms, is be- By moving the disclosure office to the warehouse, a
heved to be insured by underwriters at Lloyd's of London former trolley car repair facihty that is now owned by

e Syndicate 799 at Lloyd's of London 15 Mer- the federal government and used for storage, other

index
rett Syndicates Ltd The lawsuit filed by MGM Labor Department offices now occupying rented space
Grand Hotels Inc against its retroactive habllity could be moved to the department's main building
insurers incorrectly identified Syndicate 799 as "We have to be more efficient in the use of space,"
Leslie & Godwin North America (Non-Marine) says Charles George, deputy director of the Labor De-

Benefit beat 4 Vol 17, No 14-Bumness Insur- Ltd (BI, March 21) Merrett Syndicates under- partment's Office of Management
Classifie,is 24 ance (ISSN 0007-6864) is published wrote $1 75 million of the $35 milhon layer of However, by the time the Labor Department decides

Comings&goings buyers 9 weekly at 740 Rush St, Chicago, retroactive insurance excess of $65 million in un- exactly how it will reduce the amount of space it OCCU-

Comings&goings: industry 12 Ill 60611 Second-class postage is derlying insurance pies, the old Naval Yard warehouse probably will be
Insurance services guide 26 paid at Chicago, Ill, and at addi- rented out to another government agency The GSA is
Letters 6 tional mailing offices Postmaster • The administrator for Household Merchan- anxious to lease the site

London line 19 Send address changes to Business dising Inc's prescription drug plan is National That would be Just fine with pension researchers who

Opinions 6 Insurance, circulation department, Pharmacies Inc of Elmwood Park, NJ, not Na- dread a possible shift of the pension disclosure office to

Perspectives 15 740 Rush St, Chicago, Ill, 60611, tional Prescription Administrators Inc as re- the Naval Yard

Ticker 27 312-649-5221 Copyright 1983 by ported March 21 in a story on mail-order pre- Moving the disclosure office, which contains all pen-

Washington 10 Crain Communications Inc scription drug plans sion-related information employers file with the Labor
Continued on page 8
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Social Security bill to hike benefit costs
By JERRY GEISEL 6- - -

WASHINGTON-The price of shoring up
the Social Security program will be higher
benefit costs for employers Mandatory participation Delayed retirement creditFor example, Social Security payroll taxes, Beginning Jan 1,1984, newly hired federal employees will have to be Between 1990 and 2010, the delayed retirement credit for individualsalready one of employers' most costly benefit covered by Social Security and all non-profit employers will have to between 65 and 70 will be raised from 3% to 8% per yearexpenses, will increase even more participate in the Social Security program, Including those that already

The financial bailout legislation Congress have w thdrawn Meanwhile, state and local governments will be Benefit tax
approved late last month to raise the $165 prohibited from withdrawing from Social Security after the effective Individuals whose adusted gross income exceeds $25,000 andbillion in new revenues needed to avert a So- date of the legislation Public employers that already have withdrawn couples whose adusted gross incomes exceed $32,000 will be taxedcial Security funding crisis will sharply ac- would not be forced to rejoin on 50% of Social Security benefits received Income from tax-exemptcelerate FICA tax increases

bonds would be included in determining whether an Individualts overOn Jan 1, 1984, the FICA tax will rise to
the tax threshold

7% from the current 6 7%, a year earlier than Cost-of-I,ving Increases

originally scheduled In 1988, the tax will The scheduled July 1 cost-of-living adjustment of benefits will be
delayed to Jan 1, 1984 All future benefit increases will be in January Taxing salary reduction plansclimb to 751% instead of the planned 7 15%
instead of July Wages deferred under 401(k) salary reduction plans will be subject toThe payroll tax will reach 7 65%, as sched-

uled, in 1990 FICA taxes beginning on Jan 1,1984

For large employers, these payroll tax in- COLA stab,I,zer
Taxing non-qualified planscreases will cost millions of dollars For ex- If Social Security trust funds fall below a 15% reserve from 1985 to Benefits payable by "open-window" non-qualified, deferredample, Newark, N J ,-based Prudential In- 1988, Social Security benefit hikes would be limited to either average compensation early retirement plans will be subject to Social Securitysurance Co of America says the FICA tax wage increases or the Consumer Price Index, whichever Is less After taxes on Jan 1, 1984

increase means that next year it will pay $98 1989, the COLA stabilizer would kick in if the reserves fell below 20%
million in Social Security payroll taxes for its Payroll taxes
72,000 employees instead of $93 8 million The Social Security tax rate for employers, now 6 7%, will rise to 7% onRetirement age

Congress's decision to tax up to one half of
The retirement age for Social Security benefits would gradually Jan 1, 1984, and gradually rise to 7 65%tri 1990 The tax rate for

the Social Security benefits received by indi- increase from 65 to 67 It would rise to 66 from 65 between 2000 and employees also will rise but they will get a one-time credit for 1984
viduals whose adjusted gross Incomes exceed 2009, then to 67 by 2027 taxes

$25,000, including income from tax-free
bonds, and for families whose incomes ex- Earnings test
ceed $32,000 also could increase employers' Early retirement Beginning in 1990, workers 65 through 69 years old would lose $lin
pension costs Workers still could retire at age 62, but their initial benefit would be cut Social Security benefits for every $3 they earn over certain earnings

by 25% starting in 2009 and by 30% in 2027 Workers can now retire at limit This year, older workers lose $1 for every $2 earned aboveMost corporate pension plans are designed
to replace a certain percentage of pre-retire- 62 and receive a benefit equal to 80% of the age 65 full benefit $6,600

ment income Those salary replacement
ratios assume Social Security benefits are
tax-free Security benefits due to taxation " agrees can retire at age 65 and collect full Social Se- reaches 67 in 2027

Because Social Security benefits will be Sylvester Schieber, research director of the curity benefits However, other provisions in the Social
taxed and thus reduced, employees will look Employee Benefit Research Institute, a As a result, corporate pension plans that Security legislation will require much faster
for more from their corporate pension plans Washington-based benefits think tank offset pension benefits by the Social Security action by some employers For example, a

"Because of the tax, companies will be in- The bailout legislation, which President benefits a worker receives automatically will major provision requires mandatory Social
clined to shore up plans to produce a slightly Reagan is expected to sign April 10, will put have to pay more to employees who retire Security coverage for non-profit employers,
higher replacement ratio for middle class and other cost pressures on corporate pension before 67 because they will be receiving less known as 501(c)(3) organizations
well-to-do retirees," said Lloyd Kaye, a prin- plans from Social Security This provision goes into effect on Jan 1,
cipal with William M Mercer Inc in New For example, the age at which a worker Employers, though, will have plenty of 1984 That gives thousands of non-profit em-
York can retire and collect full Social Security time to prepare for that change The Social ployers, who either never Joined Social Secu-

"Employers may want to sweeten their benefits will gradually increase until it Security retirement age will increase slow- rity or left the program, Just nine months to
pension plans to compensate for loss of Social reaches age 67 in 2027 Currently, a worker ly, beginning in the year 2000, until it Continued on page 22

Work comp's ups and downs
Illinois, Michigan employers get rate relief Hawaii attempting to cap cost explosion

By CAROL CAIN schedule credit," said Irv Shainberg, vp and By CAROL CAIN known

operations manager of Associated Agencies "It (the rate increases) sort of raised the
Manual rates aren't falling yet, but compe- Inc, a Chicago broker HONOLULU-Hawaii is trying to cap ex- wrath of everybody, but unfortunately, I

tition spurred by deregulation is cutting While Illinois has allowed scheduled rabng ploding workers compensation insurance think it's too late," Mr Lyons said, noting the
workers compensation costs in Michigan and and deviation from rating bureau rates, the rates short legislative session "And workers corn-
Illinois new open rating law has raised the con- Rates have increased 873% on the islands pensation is so complicated for everybody,

New workers compensation competitive sciousness of insurers to be more competitive, during the past five years In fact, employers especially a legislator "
rating laws went into effect Jan 1 in both observers say were hit with a 29% average rate increase So far, the bill moving along the fastest lS
these highly industrial states on Lake Michi- An increased use of scheduled credits this year alone And some saw increases as one calling for a rate freeze next year
gan With only three months' allows insurers more flexibil- high as 54%, a death blow to a few companies, H B 1531, which was Introduced by Rep
experience to draw on, most ity while they compete If according to a state representative 4 Eloise Tungpalan, D-Pearl City,
insurers and state officials say they cut manual rates across Legislators, trying to quickly re- ,-4 22 4 and calls for a moratorium on rate
it's too early to tell whether the board, they would have to solve the problem before their three- 9,  0 increases m 1984, already has been
open rating will affect rates get insurance department ap- month session ends April 22, have in- 1 passed by the House and is in the
as much as similar laws have 87,,¢88/-7\ proval to raise those rates troduced bills and resolutions calling Senate's Consumer Protection and

m Oregon and Kentucky (BI, 08%2222EZ A \ again when the market for a moratorium on I '/A "
Commerce Committee

Sesome' emplors, however, ) 3=loyues;fcothebying rate increases next year : Chairman Sen Steve
and a study of the en-

are already paying as much as them hefty credits, they can tire workers compensa- 858586851 / 1Michigan studying the possibility
20% to 60% less for workers simply reduce those credits tion system with atten- SSKSSKSSY- C
compensation insurance be- later if the market dictates also halt increases in
cause of an increase in the use There used to be a man- open rating, a state 4 6-9 worker compensation
of scheduled rating for inch- mum 25% cap on credits in Il- fund or a regulatory benefits during the
vidual risks hnois, but with that cap re- commission ,/'\--Ah. same time

Under scheduled rating, or
Illinois

moved, credits are averaging Pinpointing what is
scheduled crediting, the in-

department, but it also files a

30% to 35%, with some as high behind the escalating FI'l' palan wanted the mor-
surer not only files its manual as 50%, Mr Shainberg said rates is not easy 1 \ atorium to go into ef-
rates with the state insurance

S
Cobb, D-Honolulu, is

of an amendment to

J Initially, Rep Tung-

While Illinois removed the While a few want to &------.·< - feet this year and be
 cap for scheduled credits or place all the blame on Ib -'<.*,- .lk retroactive to Jan 1,

discretionary plan for cred- debits, the Michigan Insur- the workers compensa- . / but the attorney gen-
iting or debiting individual Graphic Amy Palmer ance Bureau has imposed one tion insurers, others say Graphic Jim Bakasetas eral advised that could

companies For example, insurers often as- because its officials thought insurers were costs are high because Hawaii only requires cause constitutional problems
sign a certain amount of points for particular cutting premiums too much workers to wait two days after an injury to Two separate resolutions calling for a
loss-control measures, hke good housekeep- Initially, the bureau received a number of file a claim Hawaii also has a very high fre- study of the system were to be discussed
ing These points. which translate into pre- filings that it considered "exceeded the quency of claims compared with the national March 25 by the House Employment Oppor-
mium credits or debits, are used in figuring bounds of reasonableness," said Eric Nord- average, some point out Still others say the tunities and Labor Relations Committee, but
the final workers compensation insurance man, a regulation officer with the bureau courts' liberal interpretation of the laws is because of a holiday, the hearing was resche-
premium For instance, one insurer filed for up to an helping employees and hurting employers duled until April 8

After the scheduled rating plan is filed, the 85% credit "I think what it is more than anything else One resolution, also introduced by Rep
insurer does not have to show the insurance The bureau s response was to put a 25% cap is a culmination of our laws, the interpreta- Tungpalan, the committee's chairwoman,
department how the credits are applied to in- (plus or minus) on credits and debits tion of our laws (by the court) and inflation," calls for a cost analysis of an open-rating sys-
dividual companies, but some departments do Fireman's Fund Insurance Cos and Em- said Tim Lyons, executive vp of the Hawaii tem, state fund, self-insurance and a regula-
cap the overall size of credits allowed ployers of Wausau, which filed for credits of Business League, an organization of about tory commission by the legislative auditor

"Rates (in Illinois) are not af- up to 40%, initially objected to the 25% cap 200 members What we're trying to do is control costs so
fected they're still using the suggested Employers of Wausau later withdrew its ob- Whether the Legislature will be able to ac- that no one takes advantage of the system,"
(manual) rates, but the battleground lS the Contmued on page 20 complish anything this session is still Un- Continued on page 21
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Citibank employees get improved plans
Employees of Citibank NA :n

New York are now receiving im-
proved medical and long-term dis-
ability benefits.

In addition, the company's 25,090
employees nationwide will also be
able to cona·ibute :o a 401(k) salary
deduction plan.

The company, beginning Feb. 1,
started offering employees a choice
of three med.cal plans or ioining a
health maintenance organization.

The hospitalisa:ion portion of 311
three medical plan options is in-
derwritten and admir.is:ered by
Blue Cross Assns. naticnwice.

while the major med:cal and surgi-
cal portions are self-insured by Ci-
tibank without stop-loss insurame.
according to Steven F. Gorchoff, :
Citibank vp. The major medical
and surgical portions of the plan
are administered by Equitable Life

benefit beat

Assurance Scciety he says.
Citibank': former medi.al plan

was ir.surei by Blue Cross of
Greater New York.

All tnree medical options cover
83% c: mos, 21:im: up -0 : vaiable
our-of-pocket limit, while the em-
Floyee pays the other 2)%.

The three plans are:

• Option One, which requires
tne highest rzonthly employee con-
tribulbns-57 46 for individuals

and $2-.37 fcr fan.:lies.
ThE ian requires a $100 per-per-

son 03 $250 per-family dEdU2tible,
although the deductibles in any of
rhe three p.ans dc not apply to hos-
pital, surgical or anesthesia
rharges

D .

Option One full> covers 120 days
of hospitalization, with e<tra days
covered at 80%. The maximum an-

r.ual out-of-pocket expense is
cap?ed at $2,000 per employee or
14,COC per family.

In addition, 0Ftion One Dffers
full coverage for unmarried, de-
pendent students until the enc of
the calendar year in which tne de-
per.dent reaches age 23.

e Option Two, which. requires
monthly employee con=ributic ns of
53.12 per person and $15.4. per
family and deduc-.ibles of $200 per
Ferson and $500 per family.

Th.s plan pays for an unli -nited
number of days cf hosptalization.
The maximum out-of-poek€t ex-

D.

pense annually is $1,000 per em-
ployee and $2,0)0 per family.

Full coverage for an unmarried,
dependent student ·until the end of
the calendar year in which the de-
pendent reaches age 25 is included
in defendent coverage.

• Option Three, which requires
the highest annua. deductible-
$300 per emp.oyee and $750 per
family-but :he lowest monthly
contr:bution-$1.89 per employee
and $11.47 per family.

This option also fully covers an
unlimited number of days of hospi-
talization and caps out-of-pocket
expenses at $1.COO per employee or
$2,000 Fer fam-ly.

The thirc opt.on also covers a de-
pendent stiden: until age 25.

In addition, all three medical

plan options contain these features:
• The plan will assume an addi-

YOUR ndmendent

Insurance /AGENT
SERVES YOU FIRST

tional $100 in claims for certain
surgeries performed after a second
surgical opinion is obtained.

The second opinion must be
given by a physician authorized by
Blue Cross, Equitable or Citibank's
medical department. Eighteen pro-
cedures-including hysterectomies,
cataract removals, bunionectomies
and tonsillectomies-are covered

under the second opinion option.
The plan also pays the entire cost

of the second opinion.
• Pre-surgical tests done on an

outpatient basis are now reim-
bursed at 100%, instead of the for-
mer 80% rate. This option is avail-
able only at hospitals participating
in the Blue Cross pre-surgical test-
ing program.

• Full reimbursement is avail-

able for procedures done at specific
freestanding outpatient surgical
centers.

• The plan covers births at
birthing centers that operate under
the license of a qualified hospital
with registered nurses certified to
be nurse-midwives.

• Hospice care, at hospices ap-
proved by the plan, is now fully
reirnbursed.

• Outpatient psychiatric care is
reimbursed at 50% of reasonable

and customary charges, with a life-
time maximum reimbursement of

$7,000. However, there is now an
annual maximum of 52 sessions.

The former plan included no maxi-
mum number of sessions

• New employees are immedi-
ately eligible for medical plan cov-
erage. Previously, employees
weren't covered under the plan
until their fourth month of service.

In addition to the three medical

plan options, Citibank employees
can enroll in one of 17 different

health maintenance organizations
around the country. No matter
what HMO an employee chooses,
Citibank will contribute $42.28 for

individual coverage or $102.92 for
family coverage toward monthly
premiums.

The new self-funded long-term
disability plan provides a benefit of
66.6% of an employee's first $15,000
in salary, plus 50% of his or her re-
maining salary, before integration
with Social Security.

Employees who earn less than
$30,000 annually do not have to pay
for this coverage. Employees who
earn more than $30,000 with fewer

that 25 years' service pay 30 cents
per year for each $100 they earn in
excess of $30,000.

Employees with more than 25
years' service do not have to con-
tribute to the plan, but the can
make optional contribution, which
would offset taxes on the benefit

should they be disabled.
On April 1, Citibank employees

also became eligible for a 401(k)
plan. Under the plan, employees
can contribute up to 6% of their an-
nual base salary to their accounts
and receive favorable tax treat-

ment on those contributions.

However, to start a tax-deferred

account, a Citibank employee must
contribute the basic savings plan
award-equal to 3% of salary-
given to each employee with two
years' service. If an employee con-
tributes this award, Citibank will
match it with another 3% contribu-

tion, for a total of 6%.
Thus, Citibank will contribute

6% of an employee's salary to the
plan, and the employee can receive
favorable tax treatment for deduc-

tions of up to another 6% of his or
her pretax salary. In addition, the
plan allows an employee to volun-
tarily contribute up to another 10%
of salary to the plan without tax
advantages.

Made any benefit changes? Write

Claudette Dampier, Business Insur-
ance,·740 N. Rush St., Chicago, Ill.
60611,312-649-5282.
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business
The burden of uncertainty insurance®

IN OUR PERSPECTIVE section today, we are run- months of watching for recommendations to come
ning a contest to best define "risk" The 10 best en- from the president's National Commission on Social Reporting weekly for corporate risk,

tries are printed on page 18 for you to read and rate Security Reform and then anguishing over what Con- employee benefit and financial executives

One of them says risk is the "absence of certainty " gress would finally do with the recommendations and
If that lS a legitimate definition, then the risk load what extra surprises it would throw in, lt lS a relief to Publisher Alfred Maleck, (New York)

employers carry has been lightened quite a bit lately know for sure what's in store
Editor Kathryn J. Mcintyre, k R u (Chicago)

First, after sweating it out for more than a year, Illi- And last, but probably most significant, it appears
Managing Editor Lorne Gawla (Ch,cago)

nois employers now know for sure that they cannot be that the insurance industry, asbestos defendants and
sued by injured workers simply because they own or plaintiffs are devising a plan for the payment of tens of Assistant Managing Editor James M Burcke (Chicago)

Senior Editor. Len Strazewski (Ch/cago)
lease their places of business (see story, page 2) thousands of asbestos injury claims (see story, page 1)

We applaud this decision handed down by the Illi- The uncertainty about the final cost of current and GHIGAG: caroi cmn (Assooate Ed,to4
Stephen Tamoff (Assoc,ate Ed,tor)

nois Supreme Court A worker had wrongly contended future asbestos claims already has forced three asbestos
Donna L Yanish (Agent/Broker Top,cs

that he should be able to sue the owner of the land on defendants to file for reorganization under the federal Associate Editor)

which he was injured-even if that owner also was his Bankruptcy Act and many others to fear their insur- Claudette Dampier (Assistant Copy Editor)

employer-because a landowner is ultimately responsi- ance is inadequate Merrill S Saltzman (Graphics Ed,tor)

ble for what occurs on his property The uncertainty over ultimate costs also is haunting Amy Palmer (Production Ass,stant)

The uncertainty of what the application of this dual- primary insurers, excess insurers and reinsurers of as-
Jim Bakasetas (Production Assistant)

Dorothy Parr Snowden (Proofreader)
capacity doctrine would mean in legal costs and awards bestos risks. Sail,e J Drury (Ed,tonal Assistant)
left Illinois employers with quite a risk on their hands But now, if their plan to compromise on coverage

LONDON: Stacy Shapiro (Assoc,ate Ed,tod
Secondly, for better or worse, the Social Security theories and to set up a central claims handling facility

bailout program has been finalized (see story, page 3) works, the asbestos damage costs will no longer be so
LOS ANGELES: Rhonda L Rundle (Bureau CtueO

NEW YORK: Bill Densmore (Bureau Chief)Even though it is proJected that the changes will mean uncertain. At least, the amount of available insurance
Douglas Mcleod (Assoaate Ed,tor)

higher benefit costs for employers, at least now they will be known.
know what's ahead of them and can plan for lt. After And what a load off everyone's shoulders that will be WASHINGTON: Jerry Geisel (Washington Editor)

Corporate: Todd E Fandell (Corporate Ed/tor)
Joe Earaci (Corporate Art Director)

letters
Advertising Director. Donald A Walsh (New York)

Midwest Sales Manager. Robert L Nlesse (Ch,cago)

Self-funding depends on more than company size CHICAGO: Deborah D Neale (Distnct Manager)

Emily A Webb (Distnct Manager)
To the editor I disagree with the posi- the possibility of some short-term, poten- are we seeing renewals today from most

tion taken by Wallace Jeffs as stated in tially negative cash flow If an employer insurers that contain substantial rate in-
Fran Prybylo (Production Manager)

his Perspective article (BI, March 14) re- is not capable of withstanding short-term creases and f requently address the issues LOS ANGELES: Sue Sayre Eisenberg (Distnct Manager)
garding self-insuring health benefits He swings in cash flow, then he is probably of cost shifting, deductible erosion, and
generalized throughout the entire article, not a good candidate for a self-funded increased utilization as a means of justify- NEW YORK: Charles A Horvath (D,stnct Manager)

his position was less than objective and he program However, inability to deal with ing their increased rates9 Jack Forrest (Distnct Manager)

bases many of his assumptions upon facts broad swings in cash flow is not a problem I would suggest to Mr Jeffs that it Timothy O'Hara (Distnct Manager)

that are just not correct in the real world peculiar to small companies, nor is finan- would be rather simplistic to base a deci-
of group insurance and alternate financ- cial strength an attribute of all large com- sion to self-fund or not self-fund pri-

Director of Communications: Ronnie I. Drachman

ing mechanisms panies Consequently, the decision marily on the size of the employer There (New York)

Throughout his article, Mr Jeffs uti- whether to self-fund or insure is a deci- are a number of other factors that are EDITORIAL: Chicago. 312-649-5398
lizes examples that may be misleading be- sion that must be based upon criteria much more important, and the decision as Dallas 214-528-3561
cause they are not applicable to the major- other than size to the proper funding mechanism can

London 01-831-9696
ity of insurers or the maority of self- In concluding his argument against only be made after considering the long-

Los Angeles 213-651-3710funded plans If the vast majority of in- self-funding for small employers, Mr term best interests of the employer and
New York 212-210-0100su rers offered a 200 -life employer Jeffs addresses the issue of our recession- after a thorough analysis has been pro-

premium lags, restrospective-rating ary economy, as well as the problems with vided by a competent consultant and/or Washington 202-638-5300

agreements, minimum premium plans medical inflation and other factors that third-party administrator ADVERTISING: New York 212-210-0133
and fully insured programs with reten- are increasing the cost of delivering hos- Stephen F. Rasnick

tions that were truly as low as 12%, the pital and medical care today Is he imply- President Chicago 312-649-5276

increased interest in self-funding and, in ing that only self-funded cases are im- Claims Administration Services Inc Los Angeles 213-651-3710

particular, the increased growth in third- pacted by these phenomena'> If so, why Palatine, Ill COMMUNICATIONS: New York 212-210-0132

party administration would not have oc- CIRCULATION: Chicago 312-649-5221
curred Because the insurance Industry Fund the PBGC according to each risk
has failed to offer many of these to all but Published by Crain Communications Inc, Chicago

their very largest clients, the small to me- To the editor It was heartening to read convservatively funded plan pay a lower G D CRAIN JR

dium-sized employer has turned to self- (BI, March 21) that the Reagan admmis- rate than an underfunded onep Aren't in- founder (1885-1973)

funding with ever increasing frequency tration wants legislation that would make surance premiums supposed to be propor- MRS G.D CRAIN

It is prudent for an employer consid- it more difficult for employers to dump tional to the riskp chairman

ering self-funding to work very closely their underfunded pension plans onto the Rather than debate whether the KEITH E CRAIN

with a professional consultant or third- Pension Benefit Guaranty Corp PBGC's premium should be increased to vice-chairman

party administrator in developing a pro- Not so pleasing to this writer, though, $6, Congress should be Interested in see- S R. BERNSTEIN

gram that will meet the needs of the em- was the statement in the same article that ing that the Employee Retirement Income chairman/executive committee

ployer A well-structured program will "the administration also agrees that the Security Act is administered fairly I RANCE CRAIN

provide reinsurance coverage that does annual termination insurance premium think it'S time to consider a flexible rate president

not eliminate all risk, but rather allows be raised to $6 per participant " that assigns higher costs to the greater MARY KAY CRAIN

the employer to define the level of risk My objection to this flat-rate approach risks and encourages adequate funding by treasurer

that lS acceptable to them, and pass on all to fund the PBGC is its total lack of fair- providing the incentive of lower premi- MERRILEE P. CRAIN

additional ultimate risks to a reinsurer If ness ums secretary

the employer then funds for his man- Why shouldn't the premium be pro- Robert R. Lippert JAMES M FRANKUN

mum exposure and establishes an unre- portional to the benefit level? Is it fair for President vp/finanoe

vealed Claims reserve, the possibility of a plan that provides a $15 or $20 benefit to The Hamilton Caster Published weekly at 740 Rush St, Chicago. 111 60611 Offices 220 East 42nd

undefined risk iS eliminated pay the same premium as one in the $6 to & Manufacturing Co St , New York, N Y 10017, Suite 515, National Press Building, Washington:

Frankly, the only risk at this point is $8 range? And why shouldn't a solid, Hamilton, Ohio D C 20045,6404 Wilshire Blvd , Los Angeles, Calif 90048,5327 N Central

Expwy, Suite 200, Dallas, Texas 75205,20-22 Bedford Row. L ondon WC1 R
4EB, England $1 acopy $408 yearin U S Canada and all other foreign add

Getting the facts straight on surplus aid and agent's balances test $14 tor surface mail Europe and Middle East only add $35 for mr delivery
First-dass mail to U S and Canada only. add $50 Bermuda only. $85 per

To the editor The reporter covering pared with surplus Also, a few of the berger is principally an ollfield services year expedited delivery WILLIAM STRONG, vp-circulation DIANNE

the recent Petroleum Insurance Con- other tests should receive more elabora- company, not a heavy equipment manu- WALSH, circulation manager ROGER DIGREGORIO: fulm/ment d/rector

ference in New Orleans (BI, March tion to be clearly understood than the facturer Four weeks' notice required for change of address Send subscription

21) had a difficult task as there were a space for the article would permit S. Peter Law correspondence to Circulation Dept, Business insurance, 740 Rush St,

number of technically oriented speech I pointed out that most of the tests de- Chicago, 111 60611 or phone 312-649-5221 Telex 25-4248, CableRisk Manager
topics ser·ibed were the NAIC Early Warning Schlumberger Ltd

CRAINCOM Microfilm copies are available from University Microfilms, 300
Zeeb Ad , Ann Arbor, Mich 48013 Microfiche copies available Bell &

In the report of my discussion of insur- System, now known as the Insurance New York
Howell. Micro Photo Division. Old Mansfield Rd . Wooster, Ohio 44691

ance company financial ratios, the de- Regulatory Information System I believe
scription of the surplus aid and agent's risk managers should be familiar with Bus:ness Insurance welcomes letters from :ts
balances tests is not accurate, although I these tests and the Best's ratings and use readers Please keep your comments as brief Member of Business

may have misled in one instance them to try to avoid insurers that are hav- as pomble We reserve the nght to edit let- Publications Auditor Circulabon *ABP
Surplus aid is the commissions received ing financial trouble ten for clanty OT space Send your com-

on unearned premiums in ceded reinsur- Also, although most of the attendees ments to Letters to the Editor, Business In-
ance Agent's balances should be com- would know, for the record Schlum- surance, 740 N Rush St, Chicago, 111 60611



How The Hartford improves cash flow for groups of 100 or more.

"lf you're still payi ng
standard premiums,
you're losi ng money."

Ray Drury, Vice President, Group Sales, tells
benefit plan managers how The Hartford's
full range of cash flow options can cut
insurance costs.

Q. How did your Minimum Funding Group
Life Insurance slash premium payments by
almost 90% for a large Southwestern city?
A. By replacing the standard monthly pre-
mium that would have been due on the city's
half-billion dollars of Group Life with a two-part
premium-one part fixed and based on ex-
penses and the premium for pooled coverages,
the other part variable and tied to actual claims.

Thanks to this arrangement, the city's fixed
monthly premium was reduced from $135,000-
the estimated standard premium that would
have been due-to less than $15,000. And
the city has the use of the funds without any
dilution of coverage or insurance safeguards.

Q. If losses become higher than normal, will
the city pay more than the standard premium?
A. Absolutely not. Our Minimum Funding plan
caps total monthly premiums-fixed and vari-
able combined-so that they never exceed what
would be due under a standard-premium plan.

Q. Can cash flow advantages be realized by
small groups?
A. Definitely. While our Minimum Funding
Grodp Life and cash flow [ID plans are designed
for larger groups, we also have a full spectrum
of options for groups of 100 or more. They in-
clude Minimum Premium Plan, Administrative
Services Only, and Excess Risk Insurance.

With these options, you retain all or part
of the risk and responsibilitg relating to claim
payments. In doing so, you also retain all or part
of the- funds you'd ordinarily pay the insurance
company for assuming that risk and responsibil-
ity The cash flow advantages stem from having
the use of those funds. If you hold reserves,
you can also realize cash flow advantages from
interest income generated by that money.

Q. How great a cash flow improvement can a
small group realize by self-funding?
A. The improvement can be dramatic. For
example, a West Coast electrical equipment
manufacturer with 300 employees completely
self-funded its medical benefits, while The
Hartford provided Stop Loss coverage. As a
result, the company reduced its fixed monthly
cost from over $100 per family in standard
premiums to under $10 per family-including
third-party administration.

Q. What ways do you have to improve cash
f low with your fully insured plans? And what
kind of impact can they have?
A. We have Deferred Premium plans and Ret-
rospective Rating Agreements which are avail-
able with our full range of group Life/Health
coverages. Using both those options, a Midwest
food processor with some 4,000 employees im-
proved its cash flow by more than $1 million in
a conventionally insured Hartford group plan.
And that's not an isolated example.

To sum up, we have a full spectrum of cash
flow options. And we'll work closely 3
with you-and your brokee agent or \M:*?6
Hartford-approved third-party adminis-
trator-to determine which options can best
improve your bottom line results.

Q. How can I get a brochure describing
The Hartford's full range of cash flow options?
A. just call me at 203-683-8599. Or write Cash
Flow Options, Group Sales Dept., Hartford Life
Companies, RO. Box 2014, Hartford, Conn.
06145.

Don't make a decision on Group Benefits until
you talk to a broker or independent agent who
represents The Hartford.

BUSINESS HOME
AUTO

, LIFE ,L#j
Letus protect your world. THE HARTFORD
The Hartford Insurance Group, Hartford, Connecticut 06115.

1

1
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Pension researchers get a reprieve
Continued from page 2
Department, would make a "mockery" of the Em-
ployee Retirement Income Security Act, one re-
searcher says.

"The backbone of ERISA is participant access to
ERISA records," said Judy Diamond, president of
ERISA Benefit Funds, a Washington-based benefits
research firm.

A move to the Naval Yard warehouse would be

the "rip-off of the century," Ms. Diamond adds.
There are few parking lots in the area and those

who park on the street face the risk of having their
tires slashed in the high-crime area, Ms. Diamond
pointed out.

"You need an automatic rifle to go down there,"
said a Labor Department pension official who
doesn't want the disclosure office moved.

However, the Labor Department's Mr. George
says he is not aware of an unusual crime problem at
the Naval Yard, noting that thousands of federal
employees already work in the area.

Even if the Naval Yard building is leased to an-
other government agency, that doesn't mean the

disclosure office will stay in its current roost on the
fourth floor of the Labor Department.

It is possible that the disclosure office could be
moved elsewhere, or the amount of space it occupies
could be cut back.

"We are looking at everything," Mr. George said.
But service to the public will be considered when
the Labor Department makes a final decision on
whether to move the disclosure office, Mr. George
said.

The disclosure office is a haven to both benefit

researchers and pension plan participants. Records
for the nation's 600,000 private pension plans are
stored there.

For example, a plan participant can quickly find
out the number of participants in its pension plan as
well as the plan's financial transactions by request-
ing copies of Form 5500, which are on file at the
disclosure office.

In 1981, the latest year for which information is
available, the disclosure office handled 93,000 re-
guests for ERISA records, a Labor Department
spokesman said.

Announcing for 1983
new capacity of up to

$10,000,000 for both property
and casualty in our

Domestic Facultative

operation. Our
experienced staff-long

providing superior
service in treaty reinsurance-

looks forward to meeting
your facultative needs as well.

A call to any of our three
offices-New York, Chicago

and San Francisco-will

bring prompt, quality service
to you anywhere in

the country.
San Francisco (415 ) 929-2100

New York (212) 553-0741
Chicago (312) 580-6004

SAN FRANCISCO
REINSURANCE

COMPANY

datebook

APRIL 25-26. Principles of Petroleum Insur

ance workshop in San Francisco, sponsored by
Professional Development Institute; $395. Also
April 28-29 in Los Angeles. PDI Accounting & In-
surance Center, Box 13288. NT Station, Denton,
Texas 76203, 817-565-3383.

APRIL 25-29. Identification, Sampling and
Evaluating Airborne Asbestos Dust in Los An-
geles, sponsored by the University of Scuthern
California; $500. USC, Institute of Safety & Sys-
tems Management, Office of Extension & In-Ser-
vice Programs, Los Angeles, Calif. 90089; 213-743-
6523.

MAY 2-3. Principles of Petroleum Insurance
workshop in San Antonio, Texas, sponsored by
Professional Development Institute; $395. Also
May 9-10 in Houston, May 16-17 in New Orleans
and May 26-27 in Dallas. PDI Accounting & Insur-
ance Center, Box 13288, NT Station, Denton,

Texas 76203; 817-565-3383.

MAY 24. Recognition of Accident Potential in
the Workplace Due to Human Factors course in

Los Angeles, sponsored by University of Southern
California; $300. USC, Office of Extension & In-

Service Programs, Institute of Safety & Systems
Management, Los Angeles, Calif.; 213-743-6523.

MAY 8-11. Washington Legislative Update

seminar, sponsored by the International Founda-
tion of Employee Benefit Plans; $390 for members;
$465 for non-members. IFEBP, 18700 W. Blue-

mound Road, Box 69, Brookfield, Wis. 53005. 414-
786-6700.

MAY 9. Confined Space Entry Safety workshop
in Dallas, sponsored by Loss Prevention Associ-
ates; $185. Loss Prevention Associates, P.O. Box

59888, Dallas, Texas 75229; 214-241-0396.

MAY 9-10. Flexible Compensation, 1983 semi-

nar in Washington, sponsored by Employers
Council on Flexible Compensation; $300 for mem-
bers. $425 for non-members. ECFC. 1700 Pennsyl-
vania Ave. N.W., Washington, D.C. 20006; 202-
393-1728.

MAY 9-11. 1983 Electrical Safety conference in
Madison, Wis., sponsored by the University of
Wisconsin; $395. Victor P. Janule, Department of
Engineering and Applied Science, University of
Wisconsin-Extension, 432 N. Lake St., Madison,

Wis. 53706; 608-263-7429.

MAY 9-13. Property Conservation course for
property owners in Long Grove, Ill., sponsored by
the Kemper Group; $400. W.P Thomas Jr., NID
(HPR) A-1, Long Grove, Ill. 60049; 312-540-3380.

MAY 10-11. Managing Latent Occupational
Disease Liability conference in Arlington, Va.,
sponsored by The Energy Bureau Inc.. $695. Linda
Doren, The Energy Bureau, 41 E. 42nd St., New
York, N.Y. 10017; 212-687-3178.

MAY 10-13. Hazardous Materials Safety semi-
nar in Nashville, Tenn., sponsored by the Hazard-
ous Risk Advisory Committee of Nashville; $135
before May 9; $150 thereafter. Hazardous Risk Ad-
visory Committee, Seminar Registration Desk;
Metro Civil Defense, 2060 15th Ave. S.. Nashville,
Tenn. 37212. 615-3854575.

MAY 11-12. Health Care Cost Containment

workshop in New York, sponsored by the Health
Research Institute; $395. HRI, 49 Quail Court,
Suite 200, Walnut Creek, Calif. 94596; 415-676-
2320.

MAY 11-13. Employee Stock Ownership Assn.
sixth annual conference in New Orleans; $350 for
members; $400 for associate members; $450 for
non-members; discounts available for additional
participants from the same company. ESOP Assn,
1725 DeSales St N.W., Suite 400, Washington, D.C.
20036; 202-293-2971.

MAY 1143. Property Conservation seminar in
Wilmington, Del., sponsored by the International
Safety Academy; $275. ISA, 10575 Katy Freeway,
Box 19600, Houston, Texas 77224: 713-932-9400.

MAY 1243. Evaluation of Structural Failures

program in Madison, Wis., sponsored by the Uni-
versity of Wisconsin. $275. Rolf T. Killingstad,
University of Wisconsin Extension, 432 N. Lake
St., Madison, Wis. 53706: 608-272-3748.

MAY 16. An Analytical Approach to Risk
Management seminar in New York, sponsored
by Business Insurance; $535; 10% discount for ad-
ditional registrants from the same company. Also
May 18 in Dallas, May 23 in Los Angeles, June 15
in Chicago and June 20 in San Francisco. Ann
Vazquez, Business Insurance, Communications
Services Department, 220 E. 42nd St, New York,
N.Y. 10017; 212-210-0137.

MAY 16-19. Inspector Training seminar in
Houston, sponsored by the International Safety
Academy; $490. ISA, 10575 Katy Freeway, Box
19600, Houston, Texas 77224; 713-932-9400.

MAY 16-20. Fundamentals of Industrial Hy-
giene Monitoring course in Long Grove, Ill.,
sponsored by the National Loss Control Service
Corp., $425 Also May 25-26 in Chicago. John
Garis, NATLSCO, Long Grove, Ill.; 312-540-2026.

MAY 18·20. National Safety Management So-
ciety annual conference in Arlington, Texas; $250
for members; $295 David M. Wassum, NSMS, P.O.
Box 170174, Arlington, Texas 76003; 214-631-6070.

MAY 22-27. American Industrial Hygiene con-
ference in Philadelphia, sponsored by the Ameri-
can Industrial Hygiene Assn. and the American
Conference of Gcvernmental Hygienists; $65 for
members, $90 for non-members; $15 additional for
on-site registration. Stephanie Beidler, AIHA, 475
Wolf Ledges Parkway, Akron, Ohio 44311, 216-
762-7294.

MAY 23-25. Employee Benefits symposium in
San Francisco, sponsored by the International So-
ciety of Certified Employee Benefit Specialists;
$420 for members; $495 for non-members.
ISCEBS, Box 209, Brookfield, Wis. 53005; 414-786-
6700.

MAY 23-25. Fundamentals of Industrial Ex-

haust Ventilation course in Long Grove, Ill.,
sponsored by the National Loss Control Service
Corp., $350. John Garis, NATLSCO, Long Grove,
Ill. 60049; 312-540-2026.

MAY 23-25. Techniques of Loss Control cour-
sein New York City, sponsored by the Risk & In-
suranee Management Society; $345 for members;
$445 for non-members. Education Department,
RIMS, 205 E. 42nd St., New York, N.Y. 10017; 212-
286-9292.

MAY 23-27. Basic Safety Management seminar

in Atlantic City, N.J., sponsored by the Interna-
tional Safety Academy; $570. ISA, 10575 Katy
Freeway, Box 19600, Houston, Texas 77224; 713-
932-9400.

MAY 24-26. Benefits in Crisis conference in

Washington, sponsored by the Assn. of Private
Pension & Welfare Plans; $315 for members; $345
for non-members. APPWP, 1201 Pennsylvania
Ave. N.W., Suite 340, Washington, D.C. 20004;
202-737-6666. a
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Alcan promotes Russell
to foreign exchange post

Eckart Russell, 42, has been
promoted to manager of foreign

exchange for
Alcan Alumin-

ium Ltd. in

Montreal. He

/44' will maintain

supervision of
Alcan's risk and

= insurance man-

agement pro-
gram. As risk
and insurance

Mr. Russell manage r for

Alcan, Mr. Rus-
sell was named the 1982 Business

Insurance Risk Manager of the
Year (BI, April 19, 1982). Mr. Rus-
sell has been with Alcan since 1969,
and has handled insurance and risk

management for the multinational
company since 1972. Peter Cleyn,
31, is the new risk and insurance
manager at Alcan. Formerly with
Marsh & McLennan Inc. in Mon-

treal, Mr. Cleyn has a bachelor's
degree from the University of
Montreal and a master in business
administration from Concordia

University. Mr. Cleyn reports to
_Mr. Russell.

***

Steven Zalewitz, 35, is insur-
ance and risk manager at LCP
Chemicals & Plastics Inc. in

Edison, N.J. In this newly created
position, he will handle prop-
erty/casualty and marine insur-
ance for the company. Mr. Zalewitz
previously served as corporate in-
surance manager for CCX Inc.
(formerly Continental Copper &
Steel Industries Inc.) in Carl Place,
N.Y. Prior to that he was corporate
insurance director for J.B. Wil-

liams Co. Inc. in Cranford, N.J. Mr.
Zatewitz received a bachelor of arts

degree from Rutgers University at
the Newark, N.J., campus and is a
deputy member of the New Jersey
Chapter of the Risk & Insurance
Management Society. He reports to
George Rauth, vp of finance and
chief financial officer.

**

Robert J. Field. 37, is the new
risk manager at UOP Inc. in Des
Plaines, Ill. Mr. Field will oversee
the entire risk management pro-
gram for this wholly owned subsid-
iary of Signal Cos. of La Jolla,
Calif. He is the former manager of
insurance and safety for Darin &
Armstrong Inc. in Southfield, Mich.
Mr. Field received a bachelor's de-

gree from Wayne State University
in Detroit. He has earned the Asso-

ciate of Risk Management designa-
tion and is a deputy member of the
Risk & Insurance Management So-
ciety. He reports to Carl Schu-
mann, chief financial officer.

***

Theodore D. Cable, 52, was

named director of compensation
and benefits, a new position, at
Amsted Industries Inc. in Chicago.
He has been with the company
since 1955 when he joined its
American Steel Foundries division

as employment supervisor. Mr.
Cable received a bachelor of sci-

ence degree in psychology from the
Illinois Institute of Technology in
Chicago and a master of business
administration degree from the
University of Chicago. He will re-
port to Vp O.J. Sopranos.

***

Suzanne H. Crager, 38. was
named assistant vp at Provident
National Bank in Philadelphia. Ms.
Crager will retain her responsibi-
lites as corporate risk manager,
handling all property/casualty in-
surance and loss-prevention pro-
grams. She joined Provident in
1981 and started the risk manage-
ment program. Prior to that she

was insurance administrator with

Inductotherm Industries Inc. of

Rancocas, N.J. Ms. Crager received
a bachelor's degree from Glassboro
State College in Glassboro, N.J.,
and the Associate of Risk Manage-
ment designation. She is president
of the Delaware Valley Chapter of
the Risk & Insurance Management
Society. She reports to Senior Vp
Robert B. Trempe.

We'd like to report on staff changes in
your risk management or employee
benefits department. Contact Sattie J.
Drury, Business Insurance, 740 N. Rush
St.,Chicago, nt 60611; 312-649-5398.
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Wn Ileamb¢boltianta"
(The Unusual)

Insurance Corporation
of Ireland, one of the
world's leading
insurance groups, has
established its first

American branch office

at Chicago, Illinois.

8

Insurance Corporation of Ireland is
unusual. The largest all-lines insurer in
the Republic of Ireland, we are excess

and commercial lines underwriters
here in the USA. We are interested in

primary property (commercial),
property and liability packages

(not automobile or statutory
compensation), reinsurance...

and "the unusual."

An Neamhchoitianta.

The unusual. You don't have to be Irish.
Call us.

|NSURANCE CORpORATiON of |RE|ANd
200 South Wacker Drive Chicago, Illinois 60606
(312) 559-0509 Telex 210184 via RCA
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These issues of Bl will reach more than 100,000 readers. including pass-along, every week-a prominent
audience of corporate financial and top executives. risk and employee benefits managers, as well as leading agents
and brokers, consultants. and commercial insurance underwriters. 81 is there first... reporting all the vital news

and trends in this dynamic, multi-billion dollar marketplace.

Plug into Bl with your fall advertising program. Your ad. placed in this exciting editorial environment, will position
your products and services squarely in the minds of the decision makers you need to reach. Be where the action is
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EEOC reviews older workers' pension credits
By JERRY GEISEL

WASHINGTON-The Equal
Employment Opportunity Com-
mission is taking another look at
pension credits for older workers.

The EEOC says it will seek pub-
lie comment on a suggestion to
force employers to grant pension
service credits to workers who stay
on the job after the pension plan's
normal retirement age, which is
usually 65.

Since 1979, the EEOC has been

following a Labor Department in-
terpretative bulletin (BI, June 11,
1979) that says employers do not
have to give credit for service after
the plan's normal retirement age.

The EEOC staff will be drafting
questions for public comment on
the impact of changing that inter-
pretation.

washington

Those questions will be published
in the Federal Register sometime
this spring, an EEOC spokeswoman
says.

PBGC troubles

The financial stability of the
Pension Benefit Guaranty Corp. is
deteriorating, a Reagan administra-
tion task force warns.

During fiscal 1982, the PBGC in-
curred more than $200 million in
losses from employers that termin-
ated their pension plans with insuf-
ficient assets to pay guaranteed
vested benefits. That's more than

double the $85 million in losses the
PBGC had predicted it would

incur.

Currently, the PBGC has $800
million in assets and $1.160 billion
in liabilities, leaving a deficit of
$360 million. By 1984, the agency
will be in a negative cash-flow situ-
ation unless changes are made in
the PBGC's termination insurance

program, according to the task
force composed of representatives
from the Labor, Treasury and
Commerce departments as well as
the PBGC.

The most immediate change
needed is to boost the annual pre-
mium employers pay the PBGC for
termination insurance to $6 per
pension plan participant from
$2.60, the task force recommended

in a 50-page report.
But the panel-which was

chaired by Jeffrey Clayton, the ad-
ministrator of the Labor Depart-
ment's Office of Pension and Wel-

fare Plans-says even greater pre-
mium increases will be necessary
unless the PBGC insurance pro-
gram is overhauled.

"To the extent an employer can
dump its plan on the system with
minimal liability, the premiums of
other employers must increase,"
the task force report said.

To prevent employers from
"dumping" underfunded pension
plans onto the PBGC, the task force
says Congress should overhaul the
Employee Retirement Income Se-
curity Act so that an employer
could only terminate an under-
funded pension plan if it could
prove to the PBGC that continuing

Whether your business is small,

not quite small,

or not small at al 1.

Nationwide can protect your business with a gram, be sure to talk to a Nationwide represen-
full range of insurance coverage no matter how tative. Ask about coverage and most impor-
big or small you are. No matter how fast you tant, about Nationwide's support services.
are growing. Nationwide has the special flexi- Whether you are small or not small at all,
bility to develop customized solutions for your your business deserves big protection from
insurance problems. Nationwide Insurance. It's all part of Nation-

Today, when it makes more wide's blanket protection for
sense than ever to get a second W11 1 NATIONWIDE your business. And, of course,
opinion on your insurance pro- 1< I INSURANCE your family.

<4* Nationwide is on your side

Nationwidd is on your side
Home Office: One Nationwide Plaza, Columbus, Ohio 43216 • Nationwide Mutual Insurance Company

Nationwide Mutual Fire Insurance Company • Nationwide Life Insurance Company
Available in most states. An equal opportunity employer.

the plan would force the firm to go
out of business.

In addition, the task force recom-

mends that if a purchasing com-
pany fails, an employer that trans-
fers a unit to another firm would

generally be liable for pension lia-
bilities for up to 10 years after the
sale. The selling company would
not be liable if the pension liabili-
ties were less than $350,000 at the
time of transfer.

Making employers that sell sub-
sidiaries contigently liable for their
pension plans, as the task force rec-
ommends, would reduce the cur-

rent "large seller-small buyer"
ERISA loophole.

Under ERISA, an employer that
maintains a pension plan at the
time the plan is terminated is liable
for the participants' vested bene-
fits. As a result, a company that
sells a subsidiary with a badly un-
derfunded pension plan would no
longer be liable for funding the
plan's promised benefits.

Thus, a company might find it
advantageous to sell a subsidiary-
even at what appears to be unfa-
vorable terms-if the subsidiary's
pension liabilities are very large.

The company would then no
longer face a potential liability of
30% of its net worth-which could

amount to tens of millions of dol-

lars for a large corporation-if the-
subsidiary later terminates its pen-
sion plan.

On the other hand, a buyer with
little or no net worth would face

little risk in buying a subsidiary
that has huge pension liabilities. If
the subsidiary fails, the new owner
wouldn't face pension liability
claims because it would have little
for the PBGC to take.

Second opinions
Thousands of needless surgeries

could be halted and the federal

government could save more than
$150 million if Medicare and Med-
icaid patients were required to get a
second opinion before surgery, the
Departmemt of Health and Human
Services says.

In a new report, HHS says some
37,000 needless operations in the
Medicare system alone could be eli-
minated if a mandatory second
opinion program were imple-
mented.

Further delays in implementing
a mandatory second surgical opin-
ion program can only result in
more health care funds being
wasted, said Richard Kusserow, the

department's inspector general.

Teamsters' view

The Reagan administration's
proposal to tax employer-paid
health insurance benefits is "just
another attempt to make workers
the whipping boy for economic re-
covery," the International Brother-
hood of Teamsters says.

Teamsters President Roy Wil-
liams also says a health benefits tax
is not needed to discourage ex-
cessive use of medical services.

"Hardworking men and women
in this nation" already pay more
than their share of out-of-pocket
expenses and that serves as a deter-
rent to unnecessary care, Mr. Wil-
liams said.

Under the administration's pro-
posal, an employer's health care or
insurance contributions that exceed

$2,100 a year for family coverage
and $840 for individual coverage
would be counted as taxable in-

come to the employee.
About 30% of workers covered by

employer-sponsored health plans
would be affected by the tax.

The administration's tax pro-
posal, S. 640, which was introduced
by Sen. Robert Dole, R-Kan., chair-
man of the Senate Finance Com-

mittee, is pending in the Senate. .
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WE'U PUT YOUR MEDICAL BENEFITS PLAN
UNDER INTENSIVE CARE.

If the cost of your medical plan is rising at a
sickening rate, it needs intensive care.

That's why Connecticut General developed
MediCom- and REMED19 MediCom closely
monitors your plan to pinpoint unnecessary costs
and REMEDI shows you how to eliminate them.

For instance, MediCom can help us analyze
claims to determine unnecessary hospital
admissions, over-extended stays orany problem
in billing whether it's from a hospital, doctor or lab.

Then REMEDI is the instrument for change.
We show you how to install specially designed
benefit plans to save everyone time and money.

What's more, we teach your employees
about second opinion surgery And we show
them why outpatient procedures and
preadmission testing would be easier for them.
And less expensive for you.

In addition, hospital utilization review
makes sureeveryone gets just what's paid foras

WE'U PUT YOU ON TH

Connecticut General Life Insurance Company
a CIGNA company
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well as just what's needed. No more, no less.
We know our programs work. On second

opinion plans alone, we've already saved our
clients $17 for every $1 spent.

So if the cost of group health benefits is
taking its toll on your company, call your broker,
a Connecticut General representative or 1-800-
554-3700. In Georgia calll-800-323-1717 Op. 62.

We'll not only restore the health of your
medical plan, we'll watch it around the clock.

E ROAD TO RECOVERY.

CIGNA
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comings and goings: industry

Shand, Morahan makes
top management changes

Shand, Morahan & Co. Inc.. the
underwriting manager based in
Evanston, Ill., has reorganized its
top management.

Joseph J. Prochaska Jr., cur-
rently senior vp and chief financial
officer, has been named chairman
and chief executive officer. He re-

places Joseph E. Morahan Jr.,
who is now a senior vp of Alex-
ander & Alexander Inc., Shand,
Morahan's parent (BI, March 14).

Max W. Beam, currently
Shand's president and chief operat-
ing officer, will become vice chair-
man. Mr. Beam is replaced by E.L.
Calhoun, currently executive vp,

YourBestBenefit
PackageIncludesPAID
By adding PAID Prescriptions - you get the plan
that saves you money by eliminating wasteful
abuse, minimizes clerical errors and ensures
tighter claims controls.

If your plan doesn't have PAID's benefits, you're
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Third, through our remote com-
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fits online so that you have access .1
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who will become president.
Other excess/surplus changes:
Louis W. Biegler elected chair-

man of L.W. Biegler Inc. and Inter-
national Surplus Lines Insurance
Co. in Chicago. Mr. Biegler has
been president and chief executive
officer at both companies since
1971.

Insurers

James G. Stewart appointed ex-
ecutive vp and chief financial offi-
cer at CIGNA Corp. in New York.
He will be responsible for account-
ing, financial reporting, corporate
tax and treasury functions. Mr.
Stewart had been chief financial

officer for the CIGNA Employee
Benefits and Financial Services

Group. He replaces Wilson H.
Taylor, who became head of
CIGNA's Property/Casualty
Group.

James B. Ross named president
and chief operating officer of Ben-
ico Inc., Beneficial Corp.'s insur-
ance subsidiary in Wilmington,
Del. He was formerly with CIGNA
Corp., where he was vice chairmarr
of INA Reinsurance.

Richard S. Fleming appointed
vp in the group pensions depart-
ment of Metropolitan Life Insur-
ance Co. in New York. In this posi-
tion, he is responsible for a newly
created unit that will develop and
market financial products. He was
most recently special assistant to
Richard R. Shinn, chairman and
chief executive officer.

Stephen A.J. Sedlak was
elected vp and corporate actuary of
Nationwide Corp. in Columbus,
Ohio. He had been an actuarial offi-

cer at Nationwide.

Curt Lankford promoted to
farm and commercial underwriting
vp for Farm Bureau Mutual Insur-
ance Co. in West Des Moines, Iowa.
He has been with Farm Bureau

since 1974.

William R. Decker and Chris-

topher C. Mansfield were elected
vps at Liberty Mutual Insurance
Co. in Boston. Mr. Decker is man-

ager-life and group sales. Mr.
Mansfield also was appointed assis-
tant general counsel in the Boston
home office legal department.

Reinsurers

Geoffrey D. Dunkak joined
Treaty Reinsurance Underwriting
in Richardson, Texas, as a vp. He
will underwrite on behalf of all

three TRU-member companies:
Beacon Insurance Co., Bercanus In-
surance Co. Ltd. and The Old Reli-

able Fire Insurance Co.

Thomas F. Leonhardt joined
Magnant Re Intermediaries Inc. in
Stamford, Conn., as vp. He will
work as a treaty reinsurance pro-
ducer at the reinsurance bro-

kerage.

Other suppliers
Donald K. Heim has been

named president and chief operat-
ing officer of Advanced Risk Man-
agement Services division of Cor-
roon & Black Corp. in Nashville,
Tenn. He had been executive vp of
ARMS' Research & Development
division. Also, Richard W. Bure-
son promoted to president of
ARMS' newly formed National Ac-
counts Services division. He was

formerly senior vp of the Research
and Development division.

David E. Barford named head

of the London office of William M.

Mercer Inc's international division.

He had been managing consultant
of operations at Mercer. •



erage.

"Separate liability limits is where
we are unique," Mr. de Nazarie
said.

Other key features of the MGIC
professional liability insurance pol-
icy include:

• Automatic coverage offered
for a trade association's newly ac-
quired subsidiaries so long as the
trade association notifies MGIC

within 120 days of the acquisition.
• Coverage for civil antitrust,

price-fixing or restraint-of-trade
suits, both defense and judgment &
costs. Criminal suits are covered

only for defense costs. Antitrust ex-
posures are often entirely excluded.

• Coverage for punitive dam-
ages, where allowed by law.

• Endorsements that will cover
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New professional liability policy for groups unveiled
WASHINGTON-Trade associa-

tions now can buy a professional li-
ability insurance policy that pro-
vides separate liability limits for
each officer and the trade group.

MGIC Indemnity Corp.'s new
professional liability insurance pol-
icy will give trade associations the
most comprehensive protection
available against liability suits, ex-
perts say.

"This is the broadest coverage a
trade association can buy," said Ed
Armstrong, a consultant and man-
ager of risk management services
for The Wyatt Co. in Washington,
which evaluated 12 different pro-
fessional liability insurance policies
for the American Society of Asso-
ciation Executives.

The most important feature of
the policy, which has been en-
dorsed by the 10,000-member
ASAE, is individual coverage for
each insured, including association
directors, officers, employees, vol-
unteers and committee members.

By contrast, standard trade asso-
ciation professional liability poli-
cies with an aggregate limit can be
quickly exhausted if several trade
group officials are successfully
sued, leaving other officials with-
out coverage.

Separate limits "protect individ-
uals if there is a large suit," said J.
Wayne de Nazarie, vp and director
of marketing for Milwaukee-based
MGIC. One large suit will not ex-
haust coverage, he added.

For example, if a trade associa-
tion purchased a $5 million policy,
the association itself and each
named insured would have $5 mil-
lion of coverage. Even if there
were a $5 million damage verdict
handed down against one trade as-
sociation official, other officials still
would have a full $5 million of cov-

Fire losses

in France grow
PARIS-French industrial fire

insurers will report particularly
poor results for 1982, trade associa-
tion estimates show.

The number of claims filed with
insurers for fires causing more than
5 million French francs ($1.2 mil-
lion) in damage increased by 81%
over 1981. And, claims for more
than 10 million francs ($2.4 million)
have jumped by 91% over 1981
claims.

The Assemblee Pleniere des So-
cietes d'Assurances Contre l'Incen-

die et les Risques (Insurance Socie-
ties Council Against Fire and
Risks) predicts that most insurers'
combined ratios will exceed 100%.

These results follow a prediction
made by Michel Marchal, chairman
of the Assemblee Pleniere des So-

cietes d'Assurances, at the 1982
Rendez-Vous de Septembre in
Montre Carlo. Mr. Marchel warned
fellow insurers that rates were too

low to handle a major catastrophe.
Although loss experience was good,
he suggested it was time to raise
premiums (BI, Sept. 20, 1982). .

trade association officials who are
fiduciaries for pension plans.

In addition. both three-year pre-
paid and one-year policies are
available. "Many of our competi-
tors only offer one-year policies,"
Mr. de Nazarie said.

The MGIC policy, which will be
available to trade associations in all

states, offers up to $20 million of
coverage. The minimum limit is
$250,000. Most trade associations
probably will purchase between $1

K

million and $5 million of coverage,
experts say.

Each trade association will be in-
dividually rated by MGIC. Rates
will be based on the trade associa-
tion's revenues, litigation history,
financial performance and nature
of operations. A group representing
churches, for example, would prob-
ably pay less than a manufacturing
trade group.

A trade association with $250,000
in annual revenues that purchased

a $3 million three-year prepaid pol-
icy probably would pay a premium
ranging between $1,500 and $2,550,
Mr. de Na,rie said.

A larger trade association-one
with annual revenues of $3 million
-would pay a premium between
$5,600 and $6,300 for the same
three-year prepaid $3 million pol-
icy.

Before insuring a risk, MGIC
wants copies of a trade association's
audited financial statements for the

r

.·S

.

last three years as well as its arti-
cles of incorporation, constitution
and bylaws.

The potential market for the
MGIC policy could be huge. The
ASAE alone has 10,000 members
who represent 6,000 trade associa-
tions.

The policy will be available
through independent insurance
agents. The commission will be 15%
for both the initial policy and for
renewals.
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There'sa direct route to improved cash flow
for those who travel with experience.

Getting the most mileage out ofyour
insurance dollar isn't easy. It requires the knowledge,
expertise, and foresight that only comes with
experience.

The Travelers has been a leader in the

insurance industry for over a century. What we've
learned has allowed us to anticipate our clients'
needs and provide innovative solutions.

As a result, compensatin balance plans,
paid loss retros, investment credit programs, large

rammr

deductibles, and captives (including association
captives and «Rent-A-Captives") are all specialties
ot The Travelers. We've mapped out strategies for
our clients in each of these areas. We understand

how they work and - even more important - for
whom tney work best.

It starts with our people. They're sophisti-
cated money managers who will analyze your
objectives and explore every avenue to meet them.
Once a plan has been chosen, theyll fine tune it to
your exact specifications. And after it's been put in

TO:

The Travelers

One Tower Square
Hartford, CT 06115

Att:

David Patterson

motion they'll constantly monitor its performance.
Should internal or external factors dictate an alter-

native approach, The Travelers will be glad to
accommodate. Alonp the way, you'll receive the
kind of financial and underwriting expertise that
assures optimum results.

All the while, we'll be looking down the
road at tax implications. The tax treatment of cash
fiow programs can differ significantly. A plan that
reduces your premiums may also increase your

- taxes. The Travelers will

work with your tax lawyers
and consultants to establish

*, , an insurance program that
1 -f-:» lets you enjoy the full tax

advantages for which you
qualify.

But perhaps the best
fearure of every cash flow
£lan we offer is The
iravelers superior support
services. For loss prevention,
our clients can draw from a

staffof over 500 engineering
professionals trained to
identify and remedy poten-
tial as well as actual losses.
When a claim is fled, close
two-way communication
insures quick, objective
handling with the emphasis
on flexibility. And in the

crucial area ofloss reporting, we're accurate, timely
and once again, flexible.

Let our savvy and our services show you
the route to improved cash fiow. Whether your
insurance needs are traditional or transitional, you
can depend on The Travelers.

For a series of brochures, «Risk Management,
A Financial Model;' contact: David Patterson,
(203) 277-6826,The Travelers, One Tower Square,
Hartford, Connecticut 06115.
Or send us the coupon below.

Please send your series of brochures,
"Risk Management, A Financial Model;' to:

NAME

COMPANY

ADDRESS

CITY STATE

PHONE

ZIP 814/4

1

TheTravelersj
The Travelers Indemnity Company
and its Affiliates

Hartford. Connecticut 06115
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Will the public get what it wants or what it needs?
By John R. Dunne

A STHE NATION appears to be rushing to deregulate
 financial services, particularly insurance, there is a

i  clear danger that regulators and free-enterprise
advocates will misread the public's mood and
needs, and turn a timely effort to enter the 21st
century into a retreat to early 20th-century

regulatory dogma.
A phenomenon has brought about a public demand for better

financial service and has enabled the industry to respond to that
need. It must be understood and utilized so that government
regulation will continue to pursue its goals: encouragement of
industry and protection of the public.

The danger is that regulators, responding to what they perceive
as an increasing demand for less government, may well default in
their fiduciary role for lack of ability to cope with the problems
created by unfamiliar "financial supermarkets." And
entrepreneurs, who believe their adventurous customers no
longer want a safety net, may wind up back on the narrow
traditional regulation path instead of on the "Boulevard
Laissez-Faire."

But somewhere between them lies the promising road of
financial innovation monitored by an enlightened policy of
re-regulation. Finding it will be difficult, but therein lies the
challenge for the financial services regulator.

The problems stem from failure to understand the full
implications of two rather sudden changes, one substantive, the
other technical, which are revolutionizing the insurance industry
with space-age speed.

One is the rapid, almost overnight increase in the public's
financial literacy. The other is the technological miracle of the
century-the computer-which has enabled the new literati to
harness and convert encyclopedic knowledge of money and
numbers to their advantage. At the same time, computers have
made it possible for sellers of financial services to agilely mix and
match different products to meet the demands and tastes of
increasingly sophisticated and wary buyers.

To overlook this flowering of financial literacy, which has
developed so quickly, might be forgivable but for the fact that so
many billions of investor and policyholder dollars are at stake.

When faced with problems in personal finance or business, the
new literati are likely to take matters into their own hands.

In commercial property/casualty insurance, they assume high
deductibles, form captives and risk retention groups and press for
retrospectively rated premiums.

In personal life insurance, they abandon whole life coverage
and borrow on their policies-an example of consumer arbitrage
the life business never cares to see again. And when money
market interest rates began to soar, policyholders did not run to
government for help. Instead, they did what was best for
themselves and "profited" from reinvesting the proceeds from
policy loans. They profited and things happened.

Life insurers changed from a monolithic-like product
assortment that had been their stock-in-trade for more than a

century to more products and options than anyone dared dream
possible. The business did what people wanted; it offered products
that blended life insurance with high investment yields.
Universal life was born and consumers responded.

Economic realities have made consumers more knowledgeable
and effective. Yet it is computer technology that has speeded
those changes and led to quantum increases in the amount of
knowledge both consumers and sellers of financial products can
absorb and use.

Evidence of this technological growth is everywhere-in page
after page of trade and consumer advertising, in the squeaks and
squeals that echo from game areades and in the growing numbers

of terminals on executive desks and family room tables.
No longer the preserve of corporate heads and their actuaries,

the computer is fast becoming the tool of the people and of those
who want to sell to people. Indeed, computers may be doing for
numbers what the printing press did for letters five centuries
before: extend their use and benefits to previously unreached
corners of society, to new markets of consumption.

Actually, this data gathering and fund transfer power may be
so sweeping and sudden that it blurs the vision of those of us who
tend to view insurance regulation in traditional terms.

The result is that we can misread what's happening and lose
sight of our goals. We see consumers know more than ever and
they have the tools to use what they know. So we ask ourselves,
what need have these savvy, computer-tooled consumers for the
insurance regulator who controls the otherwise free flow of
prices and policies?

What need have they for the legislator who puts up a statutory
barricade against streamlined financial services of multipurpose
financial services or products that include insurance? Won't they
want to pick and choose themselves?

What need will they have for insurance department price
comparisons? With a hand-held calculator, they can let their
fingers do the counting.

How easy it might be to take away the controls and to let the
traffic move free and fast. How thrifty of the public treasury to
send examiners off to early retirement and not replace them.
How enriching to capital formation if regulatory lobbyists
became obsolete and managers could recycle them into sales or
other productive vocations.

 HAT MANY insurance people are asking suchquestions is evident from their support of the
recommendations of New York's Heimann

Commission. It recommended more liberal

regulatory policies, found that the state's laws and
regulations were "not responsive" to the

marketplace and that "severe" statutory restrictions put New
York insurers at a competitive disadvantage.

The trouble with this rosy view toward deregulation is while it
recognizes financial literacy, it forgets or doesn't account for what
motivates it. The motivation is survival in a world of pervasive
unemployment, personal and business bankruptcies and the
threatened financial collapse of everything from local sewer tax
districts to worldwide banks.

Savvy consumers have common sense. They know that even
the fanciest "green goods," with the highest earning potential,
investment growth and risk-bearing promises, have no value if
the company behind them goes belly up.

To conclude that such consumers are not concerned with
solvency is to misread financial literacy. Indeed, the Heimann
Commission report put solvency atop the regulatory priorities list.
But that report and other deregulation tracts fail to explain how
the present-day regulator will accomplish the primary
"watchdog" mission for solvency without the electronic tool
needed to do the job-the computer-the very same tool that
enables the industry to do its job.

Unfortunately, as many people see deregulation, it would
simply allow corporate giants to move and merge resources and
contrive complicated products at computerized speed while
regulators stand flat-footed, mired down in a sea of unused,
inaccessible data.

What we really need is not so much deregulation as a
redirection of regulation to give regulators the tools they need to
monitor increasingly sophisticated financial structures and
transactions. Computers have freed buyers and sellers from many
burdens and enabled both to use information and make decisions

Continued on next page
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Where is deregulation headed?

Continued from previous page
in the fast lane of finance.

But much of today's insurance department computer capability

is directed at licensing and other clerical work, not at the
substantive work of monitoring solvency.

Consider that in the last 10 years, insurers have spent so
much-and regulators so little-on EDP equipment. Consider all
those laws, regulations and projects that call for data gathering in
medical malpractice, product liability and profitability and in
relation to driving records, rating classifications and cost
containment. Insurers can dutifully supply state insurance
departments with crates of required data in printouts or on

computer tapes. Yet how much of it will remain in storage
because there is neither personnel nor equipment to analyze it?

Regulators need to do more than obtain data and simply stare at
it. They need to have the capability to process it through their
own systems, to search and scan through numbers, to crunch and
test them and to identify troublesome trends which, if ignored,
could keep companies from meeting their policy obligations.

The National Assn. of Insurance Commissioners' early warning
system, Insurance Regulatory Information System, was designed
to help state insurance departments fulfill their statutory
mandates to oversee the financial condition of insurers.

UT TODAY, price cutting and plunging interest
rates are knifing deep into insurers' resources. And

only the late fourth-quarter surge in stock prices is
keeping some companies in the black and out of
regulatory takeover. Yet, only 30 states have
bothered to take advantage of the NAIC's offer of

free terminals to link them to its data base.

The situation is symptomatic of some long-standing problems
that have prevented regulators from achieving data-processing

parity, and thereby equal power, with the regulated.
Any legislator well knows that there are always budget

constraints to funding regulation of any kind. And there have
been pressures within state governments to have insurance
departments share computer operations with other agencies, with
the result that regulatory needs can get low priority.

But even as those long-standing problems become less
formidable and as computers gain acceptance by regulators,
events outside regulation and government have put new demands
on the limited computer capabilities of regulators.

When it comes to regulation for solvency, lost time can easily
mean lost capital. The question is how fast can regulators pick up
on instant transfers of funds or sudden ratio changes and other
standards that are tests for financial condition.

In view of the formation of multinational financial

conglomerates, what new tests and programs will be needed to

determine the viability of non-insurers, especially those managed
in foreign countries?

In the world of integrated financial products, how fast can

present insurance regulatory equipment and expertise evaluate
those insurance/financial instruments?

In the less-attended area of reinsurance, what data-processing

program should be in place to survey solvency of entities several
contract "generations"-and perhaps several
continents-removed from primary insurance markets?

And, in light of recent revelations, how well are regulators
geared to detect fraud that, though not the only possible cause of
insolvency, can be the most sensational and possibly trigger
sudden financial condition deterioration?

In either deregulation or re-regulation, the increasing

incidence of fraud may need a special focus.
It is one of the more glaring ironies of the general movement

toward deregulation that advertising pages promote the virtues of
double-digit interest-the benefits of deregulation. Yet pages
away, the financial news documents the consequences of the
deregulated or unregulated world-the almost daily reports of
scandal that have rattled the underwriting boxes at Lloyd's of

London, the world's foremost showplace of self-regulation.
Those revelations have sent shockwaves that will be measured

and analyzed on regulatory Richter scales from London to

This paper was prepared by New York state Sen.
John R. Dunne, R-Long Island, prior to begin-
ning his assignment as chairman Of the Confer-
ence Of Insurance Regulators task force on Mui-
tipurpose Financial Products and Regulatory
Initiative. He is the immediate past president Of
COIL and was formerly chairman of the New
York Senate Insurance Committee.

Sacramento. They provide a double-edged case in point. They
show not just what can happen in the showcase of self-regulation,
but also that even in a market populated by the most talented of

professionals, questionable dealings can go unsuspected and
undetected for years.

Considering the sluggish responses to computerization by
government regulators and established institution:, it is

indicative that one of the best examples of how electronic systems
can spot fraud is now on line at the fledgling New York
Insurance Exchange, which is only 2 years old. The system
permits automatic notice of cancellation of coverage when
insurers or reinsurers do not receive premium payments
earmarked for them, thus informing the buyer that something
has gone awry.

Clearly, it's time for state insurance regulators to drop their
pencils and slide rules and move to computer keyboards and
video display screens where they can spot nascent insolvencies

and possible fraud. By processing millions of bits of seemingly
unrelated information, investigators can recognize patterns of
fraud and identify suspects. That is the essence of good detective
work and it is a task for which computers are well-suited.

The NAIC's latest foray into computers, the long-awaited
Regulatory Information Retrieval System, could do those good
things but remains unused because of the threat of civil liability
for releasing damaging information. Overcoming that threat
would help.

But if state regulators are to effectively survey and detect
things that affect financial conditions, they will need more than
IRIS and RIRS and on-line insurance department capacity.

In addition, insurance regulators need to do more than wait for
information to be processed through companies and batched for
use by the NAIC and, eventually, their departments. They need
to do more than work with the NAIC data base. In an age when
megabits of information move among and within financial
institutions within a millionth of a second, processes that call for
information to be compiled and analyzed on a yearly and
quarterly basis are far too slow.

Regulators need to be able to use and store for their statutory
needs information on an instant-retrieval basis, not months after

the fact. They need the capacity to work with otter systems,
probe into transactions and call up numbers on writings and
surplus, on investment yields, on liabilities and liquid assets. They
should have that capability not in order to approve or disapprove
transactions, but to know what is happening, so tney can move
quickly when the facts warrant action and not wait until events
have developed into crises.

O DOUBT, this re-regulation will raise objections,
some of them sincere but in the final analysis
without merit. Objections based on claims that the
information obtained is privileged and that its

release could put companies at a disadvantage if it
falls into the hands of competitors don't stand up.

Only information concerning solvency would be accessible to
regulators, not strategic planning or marketing.

Besides, much of the data relating to financial condition, just
like information included in examination reports, is public
record. No one is suggesting a change in the content of material
for regulators-only the speed with which they ean get it.

Objections to expense are not as formidable as they would have
been before recent technological changes made computers much
more affordable. And the expense of wiring regulation with
state-of-the-art in computers could well prove cost-effective
when considering the billions of dollars policyholders and
investors are willing to entrust to the insurance .ndustry.

Some will counter these suggestions with the observation that
computers for regulation have an Achilles' heel. After all, those
bent on deception only have to fabricate what goes into the
computer, as was the case with Equity Funding a decade ago. But
today data processing has advanced to the point where engineers
can wire around computer systems to check the accuracy of
information. That's the kind of wiring that wou.d surely advance
the regulatory art to new levels of credibility.

Without that investment in electronic surveillance for

solvency, regulators will be pitted against the superpowers of
financial service as well as a handful of stealthful self-dealers

who work around its fringes.

Without that investment, deregulation will be a brief episode,
perhaps only a joy ride on the Boulevard Laissez-Faire with far
too much recklessness. And inevitably the traff.c cops will return
to direct all corners back toward the slow and narrow confines of

over-regulation. .
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Here's your chance to help
rewrite the dictionary

THE PERFECT DEFINITION OF RISK

/

The absence of certainty.

What you can't afford to lose.

8

k

r

T'S TIME to stand up and be counted!These are the 10 best definitions of risk, as selected by the editors of Business
Insurance, from those sent in by readers (BI, Feb. 21). We received 47 entries,
counting the ballot-box stuffer who sent in four definitions.

Now get out your pen or pencil!

On the ballot below, please rank your favorite definitions by writing the number of
your first-, second- and third-place choice in the proper space. The ballots will be
judged on a cumulative basis, with a first place receiving three points, a second
receiving two and a third place getting one point. The ballot must be returned by
April 25. Results will be published May 9. One entry per person, please.

Here are the definitions. Risk is:

What nobody could ever define. but

what l should have been prepared for

when it happened.

1

Any threat. exposure. disturbance or

uncertainty of which we are aware. but

we cannot forecast either its timing or
extent.

4

The probability that a hazard will
manifest itself in an environment at

some point of time and cause loss to
elements of the environment.

6

The possibility of incurring a financial or

personnel loss arising out of an accident
which directly or indirectly causes

property damage and/or bodily injury.

2

1St

Your name:

Title:

Company:

Address:

9

The possibility of financial loss

exceeding normal expectations. and

physical injury.

An exposure to potential occurrences
that could result in economic loss or

human suffering.

7

Accepting the unexpected as probable.

Official Bi ballot:

Choose your top three definitions of the word RISK.

2nd 3rd

Mail to: RISK, Business Insurance. 740 IN. Rush St.,

Chicago. ill. 60611

Deadline is APRIL 25

1

5

Any possible circumstance which

possesses the ability to negatively
influence one's time. resources, finances

or otherwise state of well-being.

10

4

_.1
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Green resigns from Hogg Robinson's board
By STACY SHAPIRO

LONDON-Lloyd's of London
Chairman Peter Green is giving up
his seat on the board of Hogg Ro-
binson Group P.L.C.

Sir Peter will remain as chair-

man of Hogg Robinson's under-
writing agency, Jansen Green Ltd.,
however, and retain his stock in
the company, according to C.J.S.
Price, managing director of the
group.

"This was his decision," said Mr.

Price, explaining that Sir Peter
wanted to resign from Hogg Robin-
son's board "to avoid any conflict of
interest" when the Lloyd's broker
sells its underwriting agencies, as
required by last year's Lloyd's bill.

"We are just tidying up shop be-
fore we get to divestment," said Mr.
Price.

A Lloyd's working party is now
finalizing the ground rules that will
govern how brokers will be able to
sell their underwriting agencies,
the Lloyd's spokesman said, adding
that the rules will be published
soon.

Sir Peter was on vacation last

week and could not be reached for
comment.

Aviation insurer

Many brokers are beginning to
tap the London Aviation Insurance
Group, which opened in January.

"We are very busy," said one of
the group's underwriters. "I have
eight brokers waiting here while
we speak."

The new venture combines the

aviation underwriting enterprise of
three of Britain's top insurance
companies: Guardian Royal Ex-
change Assurance P.L.C., The Nor-
wich Union Group and Phoenix
Assurance P.L.C.

Phoenix is the largest share-
holder in the new venture and a

Phoenix employee, John Peters,
serves as lead underwriter.

Combined premium income for
the group, which will underwrite
aviation and aerospace business,
totals about $100 million.

Captive tax
British companies owning off-

shore captives in domiciles like
Guernsey and Bermuda are heav-
ing a sigh of relief.

Chancellor of the Exchequer
Geoffrey Home did not include a
proposal in the budget recently
passed by Parliament that would
have taxed offshore British com-

panies at the same rate as onshore
companies are taxed.

However, Sir Geoffrey says that
he will look into the tax status of

offshore companies next year.
Sir Geoffrey had planned to in-

clude the offshore tax in last year's
budget, but he encountered heavy
resistance from major British cor-
porations like, Shell Oil, which said
they would move to other nations if
such a tax were enacted.

Lloyd's reserves
Lloyd's of London plans to in-

crease the amount of its central

fund, which currently is worth 120
million pounds (approximately
$174 million).

The central fund is a fund "of

last resort," Lloyd's explained in a
recent announcement. The fund

will pay claims if a Lloyd's syndi-
cate goes broke and the syndicate's
member cannot meet its debts.

Members will be asked to pay
more to increase the fund if a

bylaw is passed, says a letter from
Lloyd's Deputy Chairman Frank
Barber to Lloyd's members.

Going commercial
Britain's Post Office Corp., a na-

london line

tionalized industry under govern-
ment control, is no longer going to
self-insure its buildings and plants.

From now on, the post office will
buy commercial insurance cover-
age, a post office spokesman con-
firmed. The broker handling the
newly won account is Bain Dawes
P.L.C.

The post office made the decision
to buy commercial property insur-
ance in January after suffering a
major fire loss last year.

"We realized that buying insur-
ance in the relatively soft market
may be less expensive than self-in-
suring large risks," said the spokes-
man.

The post office will not set up an

insurance or risk management de-
partment to arrange the coverage,
however. The post office's proper-
ties office and post office attorneys
will be responsible for the cover-
age, said the spokesman.

The post office, however, will
continue to self-insure its 27,000

vehicles, which is the second-larg-
est automobile fleet in Great Brit-

ain.

Now that the post office is going
to the commercial market for cov-

erage, other nationalized com-
panies may follow suit. For exam-
ple, British Telecom, the communi-
cations giant, is setting up an inter-
nal department to examine its in-
surance arrangements.

Investigatory panel
Lloyd's of London has organized

a formal investigations steering
committee to coordinate the formal

and informal investigations going
on at Lloyd's.

Last year, Lloyd's launched a
number of official investigations,
including probes into the alleged ir-
regularities in reinsurance prac-
tices.- at broker Alexander Howden

Group P.L.C. and Minet Holdings
P.L.C. and their underwriting
agencies.

In addition, the new steering
committee will have the power to
examine other alleged irregular-
ities in the market, including the
suspected tampering of warranty
insurance policies (BI, March 21),
says Ian Hay Davison, Lloyd's chief
executive officer.

Both the British Department of
Trade and the City of London
Fraud Squad will be informed of
the status of the different investi-

gations, he said.
The investigations committee

will be chaired by Lloyd's Deputy
Chairman Frank Barber. Members

will include Council of Lloyd's
members W.N.M. Lawrence and

Henry Chester, as well as Mr. Da-
vison.

Also, the Lloyd's Council voted
last week not to suspend un-
derwriters Raymond Brooks and
Terrence Dooley. The two men had
been accused of having financial
interests in a company that rein-
sured their syndicates.

The committee, though, de-
manded that they make a full dis-
closure of their assets and write let-

ters to syndicate members. .

Put your Annual Report
into Business Insurance
and announce the availability of your report or statement
of financial condition to policyholders, prospective insureds
and the insurance community at large.

This section represents an innovation in marketing insurance, benefits and risk management related
services to a carefully selected and interested audience. Advertisers in the 1982 section received an average
of 400 requests for copies of their annual reports-nearly 6,000 total requests from readers.

And now, more and more commercially insureds. their brokers and agents need to know the financial
condition and performance of their insurers and reinsurers.

The May 2 Annual Report Advertising Section is an opportunity for
insurance companies, brokers and firms offering financial services, risk
management services and safety/security systems 10 advertise their
annual reports side-by-side, to the exclusion of non-insurance
or service related advertising. -

This section will go a long way to help the nearly
115,000 influential Business Insurance readers to

better understand the industry that serves such a
vital role in their corporate activities.

Business Insurance offers the frequency . . the
financial insurance news... the exclusive Bl

insurance stock index... and the

most responsive audience of decision
makers. You can count on high quality
inquiries for your annual report or
statement of condition.

Closing for this special Annual
Report Ad Section is Friday, April 8
for reservations and copy.

For more information and order

forms contact Lori Weinstein,

Business Insurance, 6404 Wilshire

Blvd., Los Angeles, CA 90048
or call 213/651-3710.

N.-

New York: *te /Way2 t/on220 E. 42nd St., N.Y. 10017 (212) 210-0133

Chicago:

740 Rush Street, IL. 60611 (312) 649-5275

Los Angeles: .ion Closing:
6404 Wilshire Blvd. CA. 90048 (213) 651-3710 April 8
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Competition cuts Illinois, Michigan comp rates
Continued from page 3
jection, but Fireman's Fund is still
challenging the cap.

"There's nothing in the statutes
that says 25% is the hold mark,"
said Pat O'Keefe, counsel for Fire-
man's Fund. "We are challenging
that position. We feel 40% is neces-
sary to be competitive in the state."

"The credits up to 40% are based
on vague characteristics that we
feel could be unfairly discrimina-
tory," Mr. Nordman said.

A hearing to resolv.e the Fire-

-jsc

man's Fund issue was slated for

March 10, but it was adjourned
without any action until April 20.

While the new open rating laws
have brought a new spirit of com-
petition to Illinois and Michigan, it
is still hard to pinpoint the exact ef-
feet they are having on workers
compensation insurance costs.

Rate reductions in previous years
make it difficult to accurately as-
sess the situation. For example, all
Michigan insurers were forced to
drop rates by 22% last year (BI, Jan.
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11,1982).
Furthermore, the economies of

both states have suffered im-

mensely during the recession and
unemployment is at record highs.
When the workforce is cut, the fre-
quency of lost-time accidents de-
creases, too. And since workers

compensation insurance premiums
are based on payroll, a smaller pay-
roll automatically means a smaller
premium.

These economic factors at work

would have reduced rates any-
way," said Richard Johe, senior vp
of Michigan Mutual Insurance Co.,
the largest writer of workers com-
pensation in the state.

All of this activity combined
with huge benefit reforms in 1981
and 1982 are resulting in curbing
costs in Michigan, not just open rat-
ing, added Insurance Commis-
sioner Nancy A. Baerwaldt.

Insurers have reduced rates by
15% to 17% off the 1982 rates, says
Mr. Johe. In many cases, they're
lower than the pure premium, or
what premium it would take to
cover losses only, he added.

"There's less and less money
available on a total account. . .it's

forced us to reduce the price on
profitable items," he said. "Every-
thing that I see points to consider-
able reductions for companies in
the state."

In many cases, insurers are re-
ducing rates on a classification-by-
classification basis.

"The advent of open competition
brought a surprisingly wide variety
of rate levels and rating plans to
the workers compensation insur-
ance market," reads a report re-
leased by the state Insurance Bu-
reau.

"The variety of rates indicates
that companies are choosing dif-
fernt marketing strategies by tar-
geting the classifications in which
they wish to specialize," the report
noted. "In changing their overall
rate levels, most insurers did not

change classification rates by a uni-

How do you weigh savings vs. potential losses?
Are you satisfied with your approach?

Business Insurance

brings you the state-of-the-art
in risk management decision-making

66An Analytical Approach To Risk Management"
an intensive one-day briefing

Dennis G. Berndt, Director of Insurance & Risk Management,
FLUOR CORPORATION, said,

"Excellent examples used to convey key points.
The probability evaluation process will be

most helpful in our program."

For a brochure and registration information, contact:
Ann Vazquez, Seminar Registrar

Business Insurance, Communication Services Dept.
220 E. 42nd Street, New York, NY 10017

(212) 210-0137

form amount. They based classifi-
cation rates upon their own com-
pany experience supplemented by
industrywide loss figures."

"We (tried) to do a decent job,
classification-by-classification,"
Mr. Johe said. "Our competition is
forcing us to review classification-
by-classification again."

"It is competitive," noted Cloyd
Barnes, vp of America One Inc., a
Lansing broker. "It puts us in a po-
sition to quote everything. . .go out
in the marketplace and find the
best deals."

There'll be a better picture by the
middle of the year, said Mr. Barnes
and others. "It's hard to tell. Some

of the companies have targeted
their rate reduction in certain cate-

gories. . .they will reduce rates
more on manufacturing than con-
tracting," he said.

"But already it looks to me that
our rates are less than half than

they were two years ago." He cited
the plumbing classification as an
example, noting that it was $6.22
per $100 of payroll and is now less
than $3.

Michigan's open rating law abo-
lishes the Workers' Compensation
Rating & Inspection Assn. of Michi-
gan, which formerly filed rates en
masse for the state's insurers. The

new "file-and-use" system requires
that each insurer have its own rates

and forms on file.

However, to ease the transition,
insurers will be allowed to use the

old manual rates and file by refer-
ence until July 1 when their indi-
vidual rates must be filed.

Across Lake Michigan, Illinois
workers compensation experts are
just as nebulous as their peers in
Michigan about the ultimate result
of open rating.

"It's pretty early in the game to
get a handle on it," said Larry
Hochstetler, director of govern-
ment, consumer and industry af-
fairs for the Illinois Council on

Compensation Insurance.
"I certainly feel that with the

various insurers filing their own
rates, there is a degree of competi-
tion that has not been there before

or to that degree. . . .Only time will
tell. There are all kinds of plans
filed; no one knows what the actual

impact there has been," he said.
Under Illinois' use-and-file sys-

tem, insurers are allowed to file by
reference and adopt the National
Council on Compensation Insur-
ance's advisory rates, or adopt the
council's pure premium rates and
add their own expense factor or file

their own rates.

Almost 90% of the 250 workers

compensation insurers in Illinois
have already filed, according to
Robert Heisler, assistant deputy
director of property/casualty for
the Illinois Department of Insur-
ance. The deadline was Jan. 30.

Of those filings, only 10% to 12%
filed lower rates. The majority
adopted the NCCI advisory rate,
while four adopted the NCCI pure
premium and are adding in their
own expense factors, said Mr.
Heisler.

"I think the biggest impact is
over," he said.

That impact was almost nonde-
script, according to Jack Kelly, se-
nior vp at Corroon & Black Corp.
in Chicago, president of the Chi-
cago Board of Underwriters and
regional vp of Independent Insur-
ance Agents of Illinois,

"It's status quo, there are no
changes," he said. Because Illinois
allowed modifications, discounts

and deviations in the past three
years, the state has had open com-
petition all along.

"Everybody's holding their
breath to see if there'll be a massive

rewriting," Mr. Kelly said, predict-
ing there won't be. "We,have not
seen any overagressiveness on the
part of (insurance) companies."

Mr. Shainberg of Associated
Agencies Inc. said his firm was
afraid employers would cancel pol-
icies to take advantage of the
wholesale premium cutting
through credits.

But, there weren't any rewrites
"and if it held in the beginning, it'11
hold all year," he said.

Philip O'Connor, the former Illi-
nois insurance director who

worked to get open rating ap-
proved in the state and who is now
chairman of the Illinois Commerce

Commission, said he sees the law

producing competition, up-front
pricing and deep discounting, pre-
cisely what was predicted.

Illinois Sen. Aldo A. DeAngelis,
R-Olympia Fields, sponsor of the
open rating bill, believes employers
will save money on their work
comp premiums by the end of the
year because of lower rates.

"We'll probably see some compe-
tition on the price. . .it will go down
in the short run and stabilize, and

then edge back up in the long run,"
said Steven Millikan, associate vp
and director of workers compensa-
tion for the Alliance of American

Insurers in Chicago. The insurer
trade group has opposed open rat-
ing. •

What does 'competitive rating' mean?
It's not just a case of North vs.

South or East vs. West. No matter

where competitive rating of work-
ers compensation risks is discussed.
there's a debate on the meaning of

. "competitive" or "open" rating.
According to one definition, open

competition occurs in states where
there is a minimum of regulation
and rates are not reviewed unless a

problem arises.
Arkansas, Oregon, Kentucky,

Rhode Island, Michigan, Illinois,
Georgia and Minnesota say they
have open rating for workers com-
pensation insurance.

But some groups, like the Alli-
ance of American Insurers in Chi-

cago, say these states have "non-
administrative" systems, not com-
petitive rating.

"Illinois has open rating for auto
insurance, which requires no filing,
and it's not approved or disap-
proved by the insurance commis-
sioner," said Steven Millikan, asso-
ciate vp and director of workers
compensation for the Alliance.

But the new Illinois "open rat-
ing" law still requires that rates be
filed and the Insurance Depart-
ment has the right to disapprove

any of them, he said.
The Rhode Island competitive

rating law, which went into effect
in September, even has people
within the state confused as to

whether it provides open rating.
For example, that reform bill

mandates that any company that
writes more than 2% of the state's

workers compensation premium
must file individually and be ap-
proved.

"It's a form of open rating, but
it's not like the NAIC model (BI,
Nov. 22, 1982)," said Thomas J. Cal-

darone, Rhode Island insurance
director and director of its Depart-
ment of Business Regulation.

A spot check of employers
thoughout the state showed that
most are unfamiliar with the de-

tails of the new law. Some say rates
haven't changed at all, while others
believe they've increased.

Arkansas is another state where

the use of the term "competitive" is
often questioned. The law there,
which became effective in June

1981, allows insurers to file rates in-

dividually but, unlike other so-
called open rating states, prior ap-
proval of rates is required. •
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Regional broker, international presence

Mr. Nevins

President

Dinner Levison

California firm shops the world to place coverage
By DONNA LEIGH YANISH

SAN FRANCISCO-Dinner Levison Co. admits

that it is a regional brokerage, but it doesn't hesitate
to place clients' risks in markets around the world.

While other regionals may occasionally call Lon-
don to place a risk, executives at DL set phones
ringing at underwriters in London, Switzerland,
West Germany, France and the Far East.

The brokerage, which generates estimated annual
revenues of $12 million, has several Fortune 500 ac-
counts, including Esmark Inc. and Transamerica
Corp., that demand worldwide markets, explains
President Robert Nevins.

Several Dinner Levison executives, including Mr.
Nevins, began developing contacts with overseas
markets in the 1960s when the brokerage placed the
insurance for the San Francisco Bay Area Rapid
Transit Authority, which was then building the
area's commuter transit system.

In the early years, putting BART's insurance pro-
gram together was difficult because of the amount
of liability and catastrophe coverage necessary,
notes Jordan Tolchin, BART's risk manager. Dinner
Levison was.able to develop the necessary connee-
tions with Lloyd's of London and obtain coverage
very quickly, he says, adding that the brokerage has

encouraged a continuing relationship between
BART and underwriters at Lloyd's.

Although DL has had the BART account since the
authority's inception, the account is put up for com-
petitive bid every three years, Mr. Tolchin says, ex-
plaining that the authority "remembers (the bro-
ker's) interest in BART when it was a risky account.
(It) has a unique interest in the authority that we
haven't found in national brokers."

BART's insurance is placed through the broker's
risk management division, which handles all ac-
counts that require overseas markets.

The risk management unit, which also handles
most of the brokerage's large domestic accounts, is
one of Dinner Levison's three revenue-producing
divisions. The others are commercial accounts

(which also includes personal lines) and group/life.
The senior vps in charge of each division, along

with Mr. Nevins, comprise the executive committee
that runs the brokerage, which was incorporated
last July after 67 years as a partnership. Although it
has been alnnost a year since the broker incor-
porated, the firm is still in transition, executives say,
even though corporate structure wasn't new to the
firm.

"We had been running as a corporation for some
Continued on next page
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Regional broker uses worldwide markets
Continred from 1,7e"Jious page
time. We would have gone sooner,
but it's such a massive project,"
explains Chairman Robert M. Le-
vison Jr.

Expansion was a major reason
for incorporating the brokerage,
Mr. Lavison says. Acquisitions
under a partnership are much more
difficult. A partnership is also
disrupled much more than a cor-
poraticn when one of the key exec-
utives :gtires, he adds.

With its new corporate structure,
Dinner Levisor. is looking to ex-
pand, Mr Nevins says, in a rela-
tively new direction for the bro-
ker's growth. Until five years ago,
DL only tad one office.

"There are de'inite advantages to
being in ine location. All the ex-
perfise is right here. Also, the team

4

-1

approach to handling accounts
lends itself to a large number of
people," Mr. Nevins says.

Servicing accounts outside the
area isn't necessarily impeded by
having to travel, Mr. Nevins con-
tinies. "Being the outside expert is
sometimes an advantage."

But not always, he admits.
"For some kinds of business you

have to be in the area. As you grow
to a certain size, you have to look to
geographic expansion."

About five years ago, DL execu-
tives apparently decided the firm
hac reached that certain size. The

brckerage opened its first branch
off.ce, in Newport Beach, Calif.,
(see story, page 2OF).

Prior to its expansion effort, DL
cor.Dentrated on building its three
profit-generating divisions-risk

management, commercial and per-
sonal lines accounts and group and
life-into equal parts.

Each division contributes

roughly the same amount to in-
come, he notes, though the break-
down varies each year. "At the mo-
ment, the group (division's) income
is growing faster than the prop-
erty/casualty side. It changes."

Each division operates as a sepa-
rate profit center, Mr. Nevins
explains. But they also serve as
sources for prospects and referrals.

Coordinating prospect lists be-
tween the property/casualty and
group/life operations of a bro-
kerage is essential to any firm's fu-
ture, contends Robert M. Karr, se-

nior vp in charge of the group/life
division.

"We have to be able to pull all
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resources together. We've tried to
approach (clients) across the board
but it's an evolutionary process."

Although the divisions work to-
gether on referrals, each senior vp
in charge of a division has the free-
dom to choose an operating struc-
ture for the division within a gen-
eral framework developed by se-
nior management.

The group/life division, for ex-
ample, is instituting a system stan-
dardizing its method of operation
(see story, page 2OE), but DL has no
plans to institute a similar system
in the other divisions.

The basic framework used by
each division focuses on teamwork,

explains Robert G. Nelson, senior
vp in charge of the commercial and
personal lines division.

"It's basically a hybrid system.
Our structure falls in between the

producer-unit system (under which
a producer directs a person or small
staff that services the account) and
a totally departmentalized system
(where production and service are
completely separate functions)."

DL's approach borrows the basic
team from the producer-unit con-
cept. Account executives who pro-
duce the business have ultimate

control and responsibility for the
account, Mr. Nelson explains.

Account coordinators handle the

day-to-day servicing of the account
along with assistant account coordi-
nators. Producers, however, don't
direct the account coordinators;

they all report to one person under
the departmentalized system.

Account teams aren't standard

within the commercial division. A

team is developed for each account
depending on the individuals' ex-
pertise, Mr. Nelson notes.

Larger accounts may have more
than one account executive. DL

maintains three grades of account
executives, with the lower grades
reporting to a senior account execu-
tive for the account.

DL deviates from the producer-
unit system because under that ap-
proach, disaster strikes when an
account coordinator leaves the bro-

kerage, Mr. Nelson says.
The 32-member commercial

group, including eight account ex-
ecutives, is split between two unit
managers who each oversee the ac-
count coordinators' efforts within

the unit. The unit managers are
also account executives and pro-
duce their own book of business.

Dividing the group into 15-em-
ployee units allows the managers
greater control, he says. Under the
system, people within each unit can
also concentrate on their special-
ties, he adds, although business
does switch among the units.

The group tries to maintain a del-
icate balance between specializing
to build expertise and keeping cur-
rent with accounts to be broad-

based generalists, Mr. Nelson says.
Members of the group have de-

veloped specialties in placing insur-
ance for retail establishments, con-
tractors, convalescent hospitals and
real estate operations, like shop-
ping center owners.

Along with the types of accounts,
the size of the business handled by
the commercial and personal lines
division covers a wide spectrum.
The brokerage's commissions from
the division's accounts range from
$100 to $50,000, Mr. Nelson notes.

Although it generates the lowest
commission levels, Mr. Nelson says
personal lines has a future at DL.

"I don't think we should abandon

personal lines. In fact," he points
out, "I haven't produced personal
lines insurance since 1965, but I re-
cently sent out letters to all my ac-
counts (about DL's personal lines
coverages) and four of the presi-
dents of my largest accounts placed
their personal insurance with us."

Continued on facing page
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DL is trying to reduce the cost of

producing personal lines, he says.
"We're streamlining the operation
and reducing the number of insur-
ers."

The brokerage also has a com-
puter that interfaces with The
Chubb Group to receive status in-
formation on coverage, billing and
claims for personal lines coverage.

Commercial lines staff members
can rate pieces of business through
a computer that interfaces with
The Hartford Insurance Group, Mr.
Nelson says. The computer was in-
stalled at DL last year by Hartford
without a volume requirement.

"On balance, though, we proba-
bly use Hartford more than we did
before (the computer). The com-
puter enhances our ability to han-
dle smaller accounts efficiently."

Along with Hartford and Chubb,
DL's major admitted markets in-
clude CIGNA Corp. and Fireman's
Fund Insurance Cos., Mr. Nelson
adds.

The commercial and personal
lines division doesn't place many
accounts that require international
markets, he says. Those accounts
are more likely handled through
the risk management division.

"There is a gray area between
the accounts here and those in risk

management. Usually accounts
would be in risk management if
they were national or international
accounts or if they generate $25,000
income or more (in commissions for
Dinner Levison).

"(But) there are exceptions. We
haye accounts that generate $50,000
in income and they have accounts
at $25,000," Mr. Nelson explains.

"There really isn't a distinct line
of demarcation, but usually if (the
client) has a full-time risk manager
on staff, the account would be in
the risk management division."

Risk management account exec-
utives and their teams at DL may
work with clients' risk manage-
ment teams on a program or may
perform all of the services for the
clients, notes John P. Folsom, se-
nior vp in charge of the division.

"In getting the risk manager in-
volved in the program, we become
(the client's) risk management de-
partment or part of the depart-
ment. It varies, depending on the
size of the department," he says.

DL's risk management team uses
' a formal four-part process for each
' client, beginning with a strategy

session, he explains. At this stage,
the team establishes the goals and
objectives of the risk management
program, noting problems and spe-
cial considerations.

Step two involves drawing up
the specifications for the program.
"We establish what the exposures
are. The specs tell the in-depth
story. For example, for a client in
high tech (the semiconductor in-
dustry), we determine what the
products exposures are. We have
the client's risk manager translate
the description of the product in
plain English. We also talk about
hazard analysis," he explains.

Specifications, along with the de-
tails in the other steps, are bound in
a manual, says Account Executive
Page Krause. "We include a time
schedule, noting who has what as-
signments, either on our staff or on
the client's risk management staff.
Every month the risk manager re-
ceives a project list of pending and
completed projects. (The manual)
also includes a summary of the
specs."

The third step is placing the cov-
erage, which DL calls "marketing."
Account executives make the mar-

keting decisions, Mr. Folsom notes.
"We want to have at least two op-
tions (of where to place the risks).
We again want the risk manager to
participate."

DL encourages clients to meet
with underwriters, unlike many
brokers who try to serve as a con-
stant intermediary. Account execu-
tives try to create a direct relation-

ship between the risk manager and
the underwriter, he says.

One DL executive noted that he

was leaving soon on a trip that in-
cluded London, Chicago and Hart-
ford to explain a client's major loss
to the underwriters involved, and
he was taking the client's risk man-
ager with him.

DL can help establish a relation-
ship between a risk manager and a
captive manager, Mr. Folsom says.
The broker assists many clients in
setting up captive insurance com-
panies, he explains, noting that DL
doesn't own a captive management
company.

Dinner Levison executives have
made a conscious decision not to

offer all the components to a risk
management program, but rather
to help set up relationships be-
tween clients and providers of the
components, Mr. Folsom explains.

When the components are all in
place and the marketing function is
complete, the final step in the risk

agent/broker topics

management process is the wrapup,
he says. The broker evaluates the
objectives established in the strat-
egy section to determine whether
they've all been met.

The wrapup also includes a dis-
cussion of where the reinsurance is

placed, Mr. Folsom says. "We're
strong believers in insurance mar-
ket control."

The four-part process on a major
risk management project can cost
the insurance buyer between
$50,000 and $100,000 in fees apart
from premium, Mr. Folsom says.
About one half of DL's risk man-

agement division's income is fee-
generated, he explains.

The risk management division
services about 40 accounts with its
30 staff members. Until 1981, vir-
tually all of the division's new busi-
ness was generated from referrals,
Mr. Folsom says. The firm didn't
actively solicit new business be-
cause the department wasn't
geared for a large volume, he

explains, but account executives
have actively solicited business for
the last two years.

"Our best prospecting is with ex-
isting clients. We ask clients if they
know anyone who could use our
risk management services. In the
San Francisco area, the risk man-
agement community is pretty
small, and we use the (Risk & In-
surance Management Society) list."
This year, the division is targeting
large privately held companies, as
well as light-rail transit companies,
Mr. Folsom notes. The brokerage
has developed expertise in that
area by serving not only Bay Area
Rapid Transit but also San Diego
Trolley Inc., that city's commuter
system.

While the risk management divi-
sion has established its focus for the

year, the brokerage's executive
committee is steeped in a project to
establish a new long-term strategic
plan to replace its former five-year
management plans, Mr. Nevins. •

OUSLneSS insurance, April 4, 1366 / Lub

Photo: Marcus Badgley

Mr. Folsom

If you're an Agent or Broker
whose client is a community antenna

television syste m-

CATV
Liability Insurance

isift an option-
ifs a must!

At a time when defense costs are soaring
and damages resulting from libel, slander,
defamation, and invasion of privacy or other
claims can be astronomical, your client simply
can't afford to be without CATV Liability
Insurance.

We specialize in it. /

As OA
4 .. ».,-4**,«1-

/, -t :.I:'.£5fr 1

. Ff

SEABOAR
SEABOARD SURETY COMPANY

90 William Street,Wew York, N.Y. 10038
(212) 943-7440

OFFICES IN MAJOR U.S. CITIES AND IN LONDON

..'.-31*:*21*



20D / bt,siness insurance, April 4, 1982
agent/broker topics

Broker closes the books on overdue accounts
SAN FRANCISCO-Can you say

that less tnan 1% of your accounts
are more than 91 days cverdue?

Dinner Levison Co. can.

About a year ago, the broker es-
tablished a credt and collection

procedure designed tc reduce the
number of overdue accounts on its

books, and apparently it's succeed-
ing.

Under the procedure, a Eremium
is due 3) days adler tne effective
date of the pclity or the billing
date, whichever is later, axplains
Scott R Heldiond, senicr vp in
charge of administration.

DL executives taught account
producers that timely co.lections
are primarily :her responsibility,
he says.

Selling the idea to priducers,
however, wasn'l easy, adds Ronald
M. Hetland, vp in charge of ac-
counting and tne Drokerage's chief
financial officer. *'Selling i isurance
is a gentleman'. sport. Producers
don't l.ke to ca.1 e.ien:s about

money."
Although Mr. Het.and says he

recognized the aduantages of short-
ening the collection period and
placing the respcnsitility for col-
lection on producers, his idea
wasn't immediately embraced by
all the executives at DL.

"I had ro seL tne (idea to the) ex-
ecutive comrrit:ee and tne presi-
dent. To do that, I keft statistics for
various years shcwing invme lost
and expenses realized due to exist-
ing credit and collection practices.

The statistics showed that collec-

tion protlems occurred most often
with small commercial accounts,
Mr. Hetland notes. "But s.ince put-
ting in the Erocedure, we don't

Photo: I:rcus Badgley

Mr. Heldfond

have a bad debt problem. Collec-
tions were speeded up by 10 to 15
days '

DL didn't experience v•hat many
agents and brokers tear will result
fron: tightening a c-llection proce-
dure: disgruntled charts taking
-heir business to anc•rher oriker.

"We didn't lose any accounts.
Clients understood. WE till 10 tc 20

days after the effective day and
then give (the policyholder, 30 days
to pay. We're actally financ.ng
their insurance 'or about two

months," Mr. Hetland says.
He added that although clients

dicr.'t buy insurance through other
brokers becaise of DL'. new pro-
cedure, DL did stoz placing insur-
ance lor a few clients because they
paid tneir premiums tco slcwly.

Sire intrcducing the procedure,
DL ras earned :few hundred
thossand dollars in interest it

wouldn't have earned under the

old collection policy, Mr. Hetland
says.

"But the real hassles (from the
former, less-rigid collection policy)
were in administrative time-

money spent on staff time. We rea-
lized a 12% to 13% savings in ac-
counting staff time." The percent-
age savings account for the time of
one full-time staff person, he points
Out.

The staff time required to follow
through on collecting overdue pre-
miums is a hidden cost of a loose

collection system, Mr. Hetland says.
"You get in a matrix of people call-
ing around here and there, and
waiting for returned calls, and hav-
ing to call someone else. That in-
creases expenses."

While tightening collection pro-
cedures can help reduce expenses
almost immediately after the sys-
tem is first enforced, another time-
and effort-saving device, a com-
puter, can reduce expenses in the
long run.

Dinner Levison, however, is
proceeding relatively cautiously to-
ward a fully automated office.
"We're gun-shy. We don't want to
be the first in the computer area;
we want to see it work first," one
JL executive says.

"We don't want to be in the data

processing pit; we want to be on the
edge," says Mr. Heldfond.

"We want to wait for the indus-

try to start interfacing computers
:between insurers and brokers). We
want a (central) computer put in
the agency without tying us to one
insurer."

Mr. Heldfond says he's suspicious

of people who say they're computer
experts. There's a learning curve
for automation and the industry
hasn't reached the peak yet, he
contends. "When (industry partici-
pants) come to an agreement about
what's best, we'll commit re-
sources."

Right now, the broker isn't will-
ing to combine word processing, ac-
counting, data processing needs of
the divisions and information man-

agement all together into one cen-
tral computer, Mr. Heldfond says.

The brokerage does have a com-
puter system used by the account-
ing department, which fills about
85% of its needs, Mr. Heldfond says.

DL's word processing system is
completely separate from the ac-
counting system, Mr. Heldfond
notes. And like many divisions in
agencies and brokerages with in-
creasing computer needs, DL's di-
visions must compete to have their
word processing needs met.

"The risk management division
has tremendous needs (for data

processing). That's custom work
that requires spewing out lots of
paper. But the commercial division
has needs too, without as much

rush," Mr. Heldfond says.
"One division, however,

shouldn't dictate priorities. There's
constant conflict. I've come to the

conclusion that it's best to go to a
decentralized approach. (The divi-
sions) will pay for their word pro-
cessing needs through direct alloca
tion," he explains.

"We'11 let each division manage
its own priorities and work flow
and tell (the word processing cen-
ter) what they want," adding that
the word processing center must be

able to meet the divisions' needs.

Providing technology needed by
the various divisions is another

challenge, Mr. Heldfond notes.
"Here again, risk management has
its data processing (equipment)
needs while the commercial divi-

sion has other needs."

Yet, the brokerage doesn't have
unlimited funds to spend on corn-
puter equipment. The divisions will
have to wait for the data processing
department, under Mr. Heldfond,
to purchase the equipment they
need.

"The executive committee has

said that no one can buy a personal
computer (for the division). We
must decide what the needs are and

try to balance them. Dinner Levi-
son won't create administrative

empires. The divisions know the
costs of automation," Mr. Heldfond

says.

For now, DL has decided that it

will not process claims in-house.
But, in the long run, in-house
claims handling is definitely part of
the data processing puzzle, Mr.
Heldfond says.

Mr. Heldfond's vision for DL's

future in automation also includes

computers in branch offices that
can communicate with the central

computer at the headquarters. At
present, the broker's only branch
office in Newport Beach, Calif., has
its own computer system, but that
system is not linked to the head-
quarters.

Finding the right system now is
very important for the brokerage
because Mr. Heldfond predicts that
someday Dinner Levison will be a
paperless office. .
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Group/life division
expanding faster
than other DL units

it."SAN FRANCISCO-Cost con-

tainment is the buzzword in em-

ployee benefits.
That's what benefit managers are

talking about, so that's what agents
and brokers should provide, ac-
cording to Robert M. Karr, senior
vp in charge of the group/life divi-
sion at Dinner Levison Co.

"Employers have always been
afraid to take benefits away from
employees. Today, employers are
being forced to look at how to take
(benefits) away.

"Here brokers can help, explor-
ing cost-containment alternatives
such as higher deductibles and
ways to hold off adding scheduled
benefits," he says.

Right now, the group/life divi-
sion is shining at Dinner Levison.
It's growing faster than any other
division at the brokerage, one exec-
utive notes.

On the average, however, it con-
tributes an equal share of the bro-
ker's estimated $12 million in reve-
nues along with the commercial
and risk management divisions.

Of the 20 staff members in the

group/life division, 14 produce and
service group employee benefits
accounts. Six of these people, in-
cluding Mr. Karr, are account exec-
utives, who produce new accounts
that may stem from leads from the
property/casualty side.

"We have a whole range of eli-
, ents because we take all referrals.

We're interested in any size of elec-
tronics firm, particularly emerging

I young companies. We target firms
with 100 (employees) or more," Mr.
Karr says.

The interest in the electronics in-

dustry stems partly from its loca-
tion. California's Silicon Valley, an
electronics haven, is located just

, south of San Francisco.

Among the electronics com-
panies the employee benefits group
services is Tandem Computers Inc.

 of Cupertino, Calif.
There's a tremendous amount of

networking within the electronics
industry, Mr. Karr says. Employee

' benefit managers exchange ideas
and refer companies.

Mr. Karr also notes the elec-

tronics industry isn't highly union-
ized. "We don't prospect union
business; we're typically a non-
union (broker). You typically pick
sides; either you're going to pros-
pect unionized business or you're
not."

The division's staff members,

, both producers and support person-
 nel, soon will have a set of guide-

lines to follow. Mr. Karr has devel-

oped a seven-part system for pro-
ducing and maintaining business.

Introduced to the staff last

month, the system is still being de-
veloped, Mr. Karr says. When it's
complete, everyone in the division
will have a set of standards to use

in performing their jobs, he
explains.

, The system includes methods for
identifying prospects, standards for
marketing an employee benefits
package, sample programs, benefit

 surveys and examples of cost-con-tainment measures.

, "The objective of the system is to
give the staff one central source of
reference. For example, here they
can find a good business letter of
the type they need to send."

"The system is (Mr. Karr's)
brainchild, but it still has to de-

velop," says Account Executive
Sherry A. DiTullio. "He's asked the
staff to make it into something that
we feel is workable. If people aren't
comfortable with it, they won't use
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Broker's only branch is autonomous unit
SAN FRANCISCO-Where does

a Northern California-based insur-
ance broker establish its first
branch office?

Down the coast, of course, Din-
ner Levison Co. executives say.

Southern California was the
most natural location for the first

expansion effort, notes Scott Held-
fond, senior vp in charge of admin-
istration. "We had enough business
in Southern California to support
the basis of the operation. Although
we have a lot of accounts in Chi-

cago, we thought it would be better
to learn (about operating a branch
office) closer to home."

And closer to home is Newport
Beach, where the broker opened its
first branch about five years ago. It
currently produces a premium vol-
ume of about $1 million.

The Newport Beach office ini-
tially was a satellite of the parent
with a three-person staff rather
than a autonomous branch, notes
Alvin F. Johnson, vp and branch
manager.

But a few years after the branch
opened, DL's executives recognized
a need to sever the tight ties be-
tween the parent and branch office
and give it more autonomy, he
says.

For example, Mr. Johnson notes,
when the branch became indepen-
dent, it developed its own contracts
with insurers rather than piggy-
backing on the contracts between
insurers and DL headquarters.

Mr. Johnson moved to the

branch from the risk management
division in the corporate headquar-
ters and developed the subsidiary,
which now services a variety of ac-
counts including the California
Angels baseball team. However,
most of the branch's business is real
estate-related.

"We're not limited to serving Or-
ange County; we have clients
throughout Southern California,
except San Diego, which is handled
through San Francisco," Mr. John-
son says.

Noting that neither he nor any of
the key executives at DL had ever
opened an autonomous branch be-
fore, Mr. Johnson says, "We made a
lot of mistakes, but it was a great
learning experience."

The branch's staff of 18 offers eli-
ents in Southern California the full

range of services offered in San
Francisco, Mr. Johnson says, add-
ing the two operations regularly
exchange expertise.

"I would be surprised if there
wasn't interaction between the

staffs at least once in the morning
and once in the afternoon every
day. We use (the headquarter's) en-
gineering expertise."

"We wouldn't be adverse to

opening other offices," DL Presi-
dent and Chief Executive Officer

Robert C. Nevins adds. "Newport
Beach is the first of several as we

need to expand geographically.
We'll probably stay regional, but
we'll open offices as necessary."

Dinner Levison did try expand-
ing its brokerage operations
through another common avenue
for growth-acquisitions-but with
apparently less success than it rea-
lized through the branch office.

In 1981, the brokerage bought the
book of business of the Anthony J.
Brescia Agency in Woodland Hills,
Calif. DL operated the Brescia of-
fice in Woodland Hills after the
deal, but closed that office and
merged its business with the New-
port Beach branch in May 1982.

Executives at DL recognized re-
dundancies in having two branches
in the Los Angeles area, Mr. Held-
fond explains. "It made sense to
combine the efforts."

Acquiring the Woodland Hills
agency's book did expand the scope
of DL's clientele, Mr. Heldfond

adds. The agency had a portion of

the accident and health coverage of
an association of pest control opera-
tors, he says.

However, associations won't be a
target for DL, Mr. Heldfond says.
"On the property/casualty side,
we've talked to a lot of associations

and made proposals (without sue-
cess). We won't commit resources
in one path in Southern California;
we have to be flexible and able to
react fast."

Although DL's expansion path
appears to be leading the brokers to
buying or starting full-service
branches, an acquisition earlier this
year veered the path in a another
direction. DL bought The FPE
Group, a San Francisco-based engi-
neering and consulting company.

The FPE Group, despite its new
ownership, will not work exclusi-

vely with DL, executives stress.
"It's important that (the subsidiary)
remains autonomous," one execu-

tive says.
Formed in 1975, the engineering

firm, unlike its new parent, has es-
tablished branches in several cities.

Its main office is just a few blocks
away from DL headquarters but it
maintains engineering offices in
Wichita, Kan.; Chicago: Philadel-
phia; Washington; and Youngs-
town, Ohio.

Engineering and consulting ser-
vices offered include property loss-
control services, fire-protection
systems design and safety manage-
ment. An engineer in the Youngs-
town, Ohio, office specializes in
boiler and machinery loss control.

FPE engineers view loss-control
strategies differently from engi-

neers with a brokerage or insur-
ance company, who tend to encour-
age clients to meet al. of the
industry standards as strictly writ-
ten, says Robert A. Lapidus, direc-
tor of safety management services
for FPE.

"The engineers come from corpo-
rate risk management departments
and we think of loss control in

terms of management."
For example, Mr. Lapidus notes,

FPE engineers study the client's fa-
cility and determine the exposures.
"We prioritize recommendations,
giving the client cost estimates.
When (clients) ask what kind of
system (for eliminating or reducing
the exposures) we recommend, we
say, 'This is the standard; this is
where you are. Maybe there are
some tradeoffs. "'

FPE may consult with local
safety authorities when determin-
ing the tradeoffs, Mr. Lapidus adds.

The FPE engineers also serve on
committees of the National Fire

Protection Assn., which develops
many safety standards.

Safety standards that apply in
the United States are only part of
the list of standards FPE engineers
are required to understand. The
firm has consul:ed on several U.S.

corporations' overseas projects. For
example, FPE engineers are cur-
rently working cn designing fire
protection systems for projects in
Saudi Arabia, Mr. Lapidus says.

The consulting firm isn't over-
looking U.S. expansion while it
eyes overseas business, he adds,
noting the firm's particular interest
in the Southwes:. I
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Hiring salespeople from direct writers can pay off
NEW ORLEANS-Hiring sales-

people from direct-writing insurers
can be profitable for independent
agents and brokers.

But the task isn't easy, according
to Douglas L. Schultz, president of
The Insurance Connection in Min-

neapolis, who has hired several
salespeople that had worked for di-
rect writers.

Along with challenges that may
stem from hiring someone who is
used to being an entrepreneur,
agents and brokers may face legal
problems when bringing an em-
ployee of a direct writer into the
firm, he explains.

Agents and brokers have sue-
cessfully used different methods to
hire former direct writers, he says.

Under the first method, an agent
or broker hires the salesperson as a

Here's why:

producer. For the agent, the ar-
rangement is similar to hiring any
other producers.

Many agencies use this method.
In fact, one insurer that offers a
new-producer training program
contends that an increasing
number of agents are hiring former
direct writers and enrolling them
in the insurer's program (A/BT,
March 7).

Under the second method, the
agent or broker enters into a sub-
producer agreement with the for-
mer dirdet-writer staffer. The new
employees maintain their own of-
fices and own the expirations on
the policies they sell. The agency
receives a percentage of the com-
missions and financial guarantees
from the producers, as well as
maintaining the right of first re-

The RIGHT combination
Manhattan Life and Manhattan

National Life offer the winning
combination of price, product, high
commissions and the flexibility to
meet your clients' most demanding
needs for creativity.

The RIGHT products
Such as the AEGLI Group Life Trust with
high-level AD&D, plus up to
$500,000 guaranteed issue in cases of
10 + lives ... Lifestyle 2000-an
excellent ordinary life product...
PrimaryLife-our universal life product.
PLUS-innovative substandard under-
writirg!

The RIGHT direction
There's Employee Voluntary Term Life-
popular, low-cost, by payroll deduction.
Available on a group basis or an
individual basis.

Spouse insurance is available with
the employee plan. up to the amoun+
carried on the employee or available
for the spouse alone.

fusal to buy the expirations.
Mr. Schultz also notes a third

method, which has not yet been
successful. An agent or broker
could just buy the customer list and
expirations from the former direct-
writer employee.

This method, however, will vir-
tually guarantee a court battle be-
cause direct-writing insurers say
customer lists and ext:irations pro-
duced by their sales staffs belong to
the insurer, not the salesperson.

Compensation under either of
the first two hiring methods must
be great enough to reflect the em-
ployees' insurance sales experience
and to entice them to give up the
advantages of representing only
one insurer.

Mr. Schultz notes that those ad-

vantages include market and prod-

uct training, target marketing,
competitive rates, long-term mar-
ket commitment, insurer support
and strong public identity.

An agency or brokerage can also
eliminate some of the disadvan-

tages that accompany selling a di-
rect-writer's products, Mr. Schultz
notes. Those disadvantages are:

• Direct-writer staffers must

deal with incomplete product lines
and potentially insufficent capac-
ity.

• They have minimal or no field
authority or judgment.

• They have only one insurer to
look to for new concepts, products
and innovations.

• They have no opportunity to
own their expirations.

• They may not expand their
agencies or their markets.

The RIGHT numbers
Our growth in 1982 was phenomenal!
Total in-force at year-end was over
$20 billion. And this rapid growth con-
tinues in 1983!

And, the RIGHT people
Best of all, your Manhattan
general agent has the expertise
plus the assistance of our own regional
directors to back you up!

So call your Manhattan
general agent today!
Or call me in New York at
(212) 484-9329.

/,•

Get on the Manhattan Saleswagon now!
General agency opportunities available in selected areas.

Manhattan Life

Manhattan National Life

companies of
Manhattan National Corporation
111 West 57th Street. New York. NY 10019

Although joining an agency or
brokerage may be the solution to
overcoming these negatives, the
task may be easier said than done,
Mr. Schultz warns. A major barrier
to hiring personnel from direct
writers are the potential legal prob-
lems the salesperson faces.

Sales contracts with direct writ-
ers contain an agreement by the
salesperson not to compete with the
insurer after severing the employ-
ment relationship, notes David
Bakst, a partner in the Boston law
firm of Morrison, Mahoney &
Miller who specializes in legal
problems of agencies and brokers.

Non-competition agreements can
take two forms, he says. The first is
an anti-piracy covenant. The agent
agrees not to solicit or accept busi-
ness within a certain territory for a
designated time.

Watch the wording in this agree-
ment, Mr. Bakst stresses. If the cov-
enant just prohibits the former di-
rect writers from soliciting but says
nothing about accepting business,
they can place business if the pros-
pets come to them.

The second form is much more

general, Mr. Bakst says. The em-
ployee signing the contract agrees
not to engage in the insurance busi-
ness within a certain territory for a
certain amount of time.

Although both forms of non-
competition agreements may seem
to be insurmountable obstacles for

an agent or broker wishing to hire
a direct writer, look deeper, Mr.
Bakst says. State laws and court
opinions differ on whether the in-
surer can enforce the agreements.

Some states, like Michigan, pro-
hibit non-competition covenants
signed by employees, Mr. Bakst

Mr. Schultz

says, noting that these are different
from the covenants included in

buy-and-sell agreements.
Most courts are more likely to

enforce an anti-piracy agreement
than the more general covenant, he
notes. For the covenant to be en-
forceable, it must be reasonably
necessary to protect the employer.
Courts also scrutinize the territory
and time frame.

Agreements deemed unreason-
able may also be handled dif-
ferently depending on the court,
Mr. Bakst says. Some courts have
ruled that if a covenant is unrea-
sonable, it's unenforceable. Most,
however, will reduce the terms of
the covenant to make it reasonable,
rather than throw it out entirely.

Mr. Bakst suggests that attorneys
may forum shop, looking for a
court more likely to be sympathetic
to the salesperson than to the di-
red-writing insurer.

"Every dollar spent at the pre-
liminary hearing is well spent.
Once a restraining order is entered
against the employee, you've lost,"
he says, because fighting it may
take so long that the non-competi-
tion agreement would expire. •
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PIANY studies agency, insurer cancellations
Low volume is the main reason

insurers cancel agency contracts,
according to a survey by the Pro-
fessional Insurance Agents of New
York Inc.

Poor service and a desire to con-

centrate volume are the reasons

most agents terminated their insurer
contracts in 1982, the survey adds.

A few insurers accounted for
most of the insurer-initiated

agency terminations in New York
last year, according to the survey.
One insurance company led the list
with seven terminations, four
caused by insufficient volume. All
four agencies generated less than
$30,000 in premiums.

Two insurers each terminated

four agencies, and both canceled
three agencies for insufficient vol-
ume and one for a high loss ratio.

One of these insurers considers

volumes from $25,000 to $50,000 in-
sufficient, with the $50,000 repre-
senting a declining volume placed
with the insurer. The other insurer

used essentially the same criteria. It
canceled agents with premium vol-
umes ranging from $25,000 to
$75,000. The canceled agent with
$75,000 volume reported the
agency's volume had been falling
prior to termination due to non-
competitive underwriting.

Declining premium volume may
indicate the agent's dissatisfaction
with the insurer. PIANY's survey
showed that in 36 cases, agents re-
ported they voluntarily decided to
stop representing an insurer.

Two insurers lost four agency
contracts apiece, mainly because of
poor service. Low commissions was

another reason the agents cited for
dropping an insurer contract.

Most agents responding to the
survey cited more than one reason
for terminating an insurer agree-
ment. Often, they apparently de-
ci(led to discontinue an insurer be-

cause they wanted to consolidate
more business in their remaining
markets. In most cases, however,

there was at least one negative fae-
tor present in the decision.

Overall, consolidation was a fae-
tor in 24 of the 36 decisions to ter-

minate an insurer contract.

Respondents were also asked
what they felt was a sufficient vol-
ume to make an insurer viable in

their agency. For a multiline in-
surer, $100,000 was the volume
most frequently selected (31 re-
spondents). Twelve said $50,000

was adequate, while 11 agents each
cited $200,000 and $250,000 as their
minimum viable volume.

For solely property insurers, 21
agents said $50,000 is a viable vol-
ume. Eleven said $25,000 was
enough, but 14 said it takes $100,000
to make a property insurer viable.

About 85 member agents of the
PIANY responded to the survey.

Open for investment
Agency Management Systems of

Atlanta, an agency computer ser-
vice company, says it will allow a
consortium of insurers to invest in

the company.
AMS, however, would not say

when the plans for this consortium
would be finalized or how many
companies have shown interest.

REFUND OFFER:
$15,000 000

FOIi
INSURANCE

BROKERS

Reffet Limited (Refund of Federal Excise Tax), a company formed by
170 London Market insurance companies, has agreed with the IRS to a

simplified procedure for refunding federal excise tax as the result of a new
U.S./U.K. tax treaty. The tax that is refundable is based on premiums

paid by U.S. brokers to British insuran€e companies between
January 1, 1975 and June 30, 1981.

U.S. brokers who placed business with British insurance companies
during this period and who withheld federal excise tax, must be the ones
to initiate any claims. And the filing must be completed by June 30, 1983.

If you are an insurance broker and if you placed business with a British
company during this time, contact Reffet's counsel Without delay to find

out how you can share in up to $15,000,000 in compensation.
Call John Weber Toll Free at 1-800-223-3342, in New York 1-800-522-8805

LeBoeuf, Lamb. Leiby & MacRae
520 Madison Avenue

New York, New York 10022

Reffet Limited
St. Helen's, 1 Undershaft, London EOP 3 DQ

The company is currently owned
by Commercial Union Insurance
Cos. of Boston and produces a com-
puter system designed to work with
the so-called IVANS (Insurance
Value-Added Network System)
concept. IVANS allows an agency
to communicate with several dif-

ferent insurance companies
through one computer terminal.

"AMS is the first vendor of com-

puter equipment to demonstrate
that capability to connect to the
IVANS," said Tripp Leach, man-
ager of Red Leach & Son, an insur-
ance agency in Gadsden, Ala.

Mr. Leach recently participated
in a test using his AMS system in
Alabama to communicate with Re-

liance Insurance Co. The test in-

volved sending policy information
directly to Reliance's computer
from the Leach agency and receiv-
ing declaration pages.

Computer survey
About 50% of the respondents to

the Independent Insurance Agents
of Connecticut's most recent in a

series of membership surveys on
automation say they use a batch
computer system for accounting
purposes.

A batch system offers accounting
and bookkeeping data processing
services outside the agency for a
service fee.

Twenty percent of those re-
sponding to the survey have pur-
chased their own minicomputer,
ranging in price from $35,000 to
$125,000. None of those agencies
that purchased a computer re-
ceived financial assistance from an

insurer to help pay for the com-
puter.

Of the respondents that pur-
chased a computer, 80% say they
are satisfied with their choice and

cited applications for the computers
including accounting, quotations,
marketing, word processing, agent-
insurer interface and electronic
mail.

' About 60% of those with com-

puters have policy retrieval capa-
bility. Agents whose computers
can't retrieve policies listed that as
an area where the computer system
could be improved. Rating and soft-
ware were also mentioned as areas

that could be improved.
The survey was the third in the

series conducted by the association
about the computers used by mem-
bers. The IIAC surveys a different
10% of its membership each time on
a strictly random basis, resulting in
statistically accurate data with a 3%
to 5% margin of error, according to
the association. .

info

• The Olewine Co. offers a

booklet describing its on-line fa-
cultative reinsurance data base

system for insurance agents and
brokers called FACTOR. A totally
integrated system, FACTOR en-
compasses functions like certificate
and endorsement issuance, claims,
accounting, management reports
word processing and electronic
mail. For a free copy write The
Olewine Co. 645 Madison Ave.,
New York, N.Y. 10022.

• The latest editions of Illinois'

"Agents' and Brokers' Insurance
Examination Preparation
Manual" for life and health insur-

ance have been published by The
Merritt Co. Copies can be obtained
for $17 each from Chicago Board of
Underwriters, 101 N. Wacker
Drive, Suite 230, Chicago, Ill. 60606,
or the Independent Insurance
Agents of Illinois, 300 Illinois Real-
tors Plaza, 3180 Adloff Lane,
Springfield, Ill. 62703. .



By LOUIS F. VONVILLE

TNSURANCE REACTS to the
ineeds of society. As society
changes, insurance products and
services respond. And everything
in society is changing now.

Education is changing from at-
tending school for a period of time

 to a continuing learning process
conducted mainly within the com-
munity rather than within the
schoolroom.

Health programs are changing
and concentrating on keeping peo-
ple healthy rather than curing the
sick.

Worker attitudes are changing to
instant gratification, job satisfac-
tion and less loyalty to the em-,
ployer. ,

Family roles are changing. Many .
 one-parent homes exist. Mother's

role is shifting away from the
home; father's role is moving closer

, to the home. The number of child-
care centers is increasing.

Look around as you go through
your daily activities, be perceptive

, and see just how much things have
1 changed. Just as certain, tomorrow
I will be different from today and it

is important to note those changes
p that are taking place.

 The biggest single change takingplace in our industry today is the
computer-its ability and costs. It is
changingevery function and the
industry is committing itself to the
technology. It is said that 90% of all
market functions and 95% of all

0
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How computers will affect the future of agencies

Mr. VonVille

agency functions can, and will, be
computerized.

Let's take a look at some of the

other influences affecting the in-
dustry today. First, a short-term,
pre-1986 or'87 view:

Insurers

• The branch office system will
fast become obsolete.

• Service offices will increase in

number. They likely will be located
in large-volume areas and consist
of a claims person in charge, with
or without additional claims per-
sonnel, a marketing person and
clerical personnel supported by a
computer network. Many of these
offices will be housed in agencies.

• Many insurers will increase
their use of independent adjusters.

• Managers, supervisors, un-
derwriters and claims personnel
will be affected largely by the dic-
tates of branch-office mergers.

• Raters, coders, filers, supply
and clerical personnel will decline
in number, due to the shift to the
computer and word processors.

• Insurers will hesitate to take

on entry-level personnel, which
often are unable to maintain long-
term employment, and thereby re-
duce the cost of training.

• Insurers will relieve them-

selves from the overload of top ex-
ecutives. While a certain number

Louis F. VonVille is chairman and

president of The House Of Fament
Inc., an insurance industry consult-
ing firm based in Columbus, Ohio.

will be necessary, insurers will re-
evaluate these positions and getting
rid of those considered expendable,
along with their attendant heavy
expenses.

• Computer positions will be
constantly created and the avail-
ability of able personnel in this
area will be in short supply.

• Insurers will hire certain tech-

nicians, middle- and top-manage-
ment people as replacements rather
than creating new positions. Those
replacements are much younger

than their predecessors.
• Underwriting and rating of

commercial lines will tighten.
• Insurers will go out of busi-

ness. . .as many as 30% by 1987.
The continual change demanded

by the confrontation of the indus-
try with the needs of society will
necessitate constant change in com-
puter programming. It also means
the industry will employ more per-
sonnel in the computer area than
all other areas combined-exclud-

ing sales people.

Agencies
• All too few agencies will make

an effort to improve their chances
of survival by being aggressive in
sales or innovative in programs
they offer to clients. Only a few of
those who are aggressive and/or
innovative will be successful in

their efforts.

• Most agencies will wait to see
what happens; therefore they are at
the mercy of anything either posi-
tive or negative that comes along.
They will not control their futures

by developing plans and executing
them properly. There will be many
reasons for management's failure
to act.

Management will not be trained
in research and innovative plan-
ning; management will engage in
learning how to better manage
what they have; management's
time will be absorbed by the
changes forced upon them; the cost
will be erroneously considered an
expense rather than a producer of

Continued on next page
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How computers will affect agency futures
Continued from previous page
income; marly executives will ccn-
sider change es a threat to thejr se-
curity or image.

• Agencies will become n.tch
larger, usually through accuis: tior.
The average agency will have
around $875 million in volume,
Three years ago, the average
agency volf me was a little more
than $500 million.

• Many owners and managers
are not wiLing to pay the prin of
dedication tc change.

• Many owneis and managers
will be unable to manage change.

• Agency personnel in :arger
agencies will be trimm=d, due to
increasing costs and th€ expertise
of managing executives, so only the
efficient anc productive people re-
nnain.

These agencies will te increas-
ingly more qiota-oriented in re-
quirements they place on employ-
ees.

0 Smaller agencies will be ur.-
able to alter their operat. ons
greatly at this time, especially re-
lating to employee numbers and
functions.

0 An overfhelming consensus
of industry advisors believes that
53% of existing agencies will be ab-
sorbed or cut of business by 1990.
This does not mean fewer people
employed .n the agency area, as
one may be lec to believa. Merging
of agencies will affect only a small
number of employees.

• Agencies likely will average
$2 million in volume by 1987 and
more than $3.5 million br 1991.

And now, a long-term, post-1986-

Security Guard Services
Detective Agencies
Patrol Agencies

87 view:

Industry
• Employment will increase as

adjustments are made. Employees
will be required to perform more
effectively than they are now. Em-
ployer loyalty to employees will
continue to decline as will em-

ployee loyalty to employers.

Markets

• The number of underwriters

will decline substantially.
• Managers and many top-level

executive positions will be termin-
ated.

• Insurers will transfer most of
their work load to agencies with a
corresponding increase in volume.

• More managing general agen-
cies will emerge.

• Computer personnel-at all
levels-will increase in number.

They will become the largest em-
ployee group in the insurance in-
dustry.

• Underwriters likely will han-
dle only 10% to 15% of what they do
today.

• The likely effects of change
upon the number of employees at
certain positions will mean the
number of acturaies will increase;
the number of investment analysts
will increase; claims personnel will
increase; the number of auditors
and accountants will increase;
there will be no change in the
number of group insurance special-
ists; personnel administrators and
their staffs will decrease; advertis-
ing and public relations staffs-will
increase; the number of attorneys

WE PROTECT
THE PROTECTORS

WORKERS' COMPENSATION
Safety Dividend Program

PROFESSIONAL LIABILITY

GUARD SERVICE WARRANTY

FIDELITY BONDING
Insured and Client Coverage

BID PERFORMANCE AND
LICENSE BONDS

UMBRELLA LIABILITY

BROWNYARD
\BROTHERS
20 Fourth Ave., Bay Shore, N.Y. 11706

Toll Free 800-645-5820
(except in New York)

In New York (212) 343-3333

will increase; secretarial personnel
will increase; the number of safety
engineers will decrease (the re-
sponsibility shifting to agencies and
independents); and the number of
field representatives will increase
or stay level.

However, there will be no raters
or coders left.

Agencies
• Personnel will tend to become

more specialized.
• Computer terminal operators

will be commonplace.
• Sales personnel will increase

and likely operate out of their
homes. They will be on draw/com-
missions/bonus programs.

• Personnel will be more in-

volved in community activities.
• Agencies will be in a competi-

tive marketplace and profit mar-
gins will decline.

• The likely effects of change
upon the number of employees at
certain positions at agencies will be
that the number of managers,
claims personnel, safety engineers,
raters, inside salespeople, un-
derwriters, personal lines customer
service representatives, commer-
cial lines customer service repre-
sentatives and clerical personnel
will all increase.

In addition, clerical personnel will
become much more specialized.

While no one can guarantee the
future, certain projections can be
made with the knowledge of influ-
ences that are present. Plans can be
built on such projections.

Unfortunately, most business
failures can be attributed to insta-

bility in execution of a plan. It is
necessary for both insurance and
agency executives to take control of
their destinies by studying the in-
fluences of society that are emerg-
ing, determining a workable plan
and executing it effectively.

In this decade, survival will de-
pend on it. .
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Agency network relies
on members' expertise

LOS ALTOS, Calif.-Eleven
California agencies-including at
least three former members of

agency franchisor ISU Cos. Inc.-
have formed their own group to
share expertise and sell mass-mer-
chandising programs.

The Pacific Network Group is an
all-California group recently
formed to position member agen-
cies for the future, said Executive
Vp Robert B. Clune. Pacific Net-
work will not sell franchises; the 11

agencies will comprise the group
for the near future.

The individual agencies control
almost $200 million in premiums.

The group, Mr. Clune said, will
develop mass-merchandising pro-
grams; risk management services
like third-party claims adminis-
trating; and market clout with in-
surers based on the group's com-
bined premium volume.

The first program offered by Pa-
cific Network is a mass-merchan-

dised shopping center coverage.
The coverage is based on a package
used by a Pacific member.

"The market the agency was
using was not a success; we
changed insurers and expanded the
package," he said.

The group has not yet been able
to use its combined premium base
to leverage markets, Mr. Clune
said. But, he adds, the group's Cali-
fornia-only membership will aid
the current negotiations because it
will allow the group to seek more
specific concessions and programs
to aid all network members.

"Right now, we're a new group.
We've only gotten off the ground
the last 60 days. We're going to
identify the group to clients to
some extent; for instance, they will
know of the group's existence
through the mass-merchandising
programs and some advertising.

"We will also highlight the fact
that policyholders can be serviced
through any of our membership
statewide," Mr. Clune said.

Most of the 11 agencies had al-
ready been involved in mass mer-
chandising before Pacific Net-
work's formation. The group's acti-
vities will only expand that type of
business, Mr. Clune said.

One of those agencies is Gid-
dings, Corby, Hynes Inc. in Mo-
desto, Calif. The agency is a former
member of ISU, but it did not join
Pacific Network simply because it
left the ISU.

"I think, however, that this

group will do for us much of what
ISU originally wanted to do," said
agency President Don Hynes.
"We're satisfied with the present
arrangement; this is like an ISU
that we own.

"Everyone has different respon-

letter

Who's in control

of Fred S. James?
To the editor: I read with interest

the article entitled "Who's in con-

trol"' (Agent/Broker Topics, March
7). Many of the points are most
valid but I do think it is incredible
that nowhere in the articles was

there any mention of the recent
purchase of Fred S. James & Co.
Inc. by an insurance company
(Transamerica Corp.). This, to me,
would be the ultimate in "Who's in
control."

I wonder how the clients of Fred

S. James will look at the indepen-
dent status of their broker.

William S. Conover
President

Conover & Associates Inc.

Pittsburgh

sibilities in this thing," Mr. Hynes
continued. "We're getting the ben-
efit of some expert knowledge on a
volunteer basis and we're provid-
ing some financial management
and personal insurance develop-
ment expertise for the group."

Giddings, Corby is also a repre-
sentative of Marketdyne, another
mass-merchandising organization.
Yet, Mr. Hynes sees no conflict in
belonging to more than one group.

That view is shared by the group
as a whole, said Mr. Clune. "We

don't care if our members are part
of any other group. We're exclusive
in that we're 11 agencies that are
trying to do the same thing. We
will have some exclusive programs
that will aid all our members." .

agent/broker topics

\f /,

business insurance, April 4, 1983 / 2OK

E/S Marketing is our only business...
and we do it very well,

whatever the market situation!
+

Over the years, IBS has continued to

work solely for the retailer, purely as an intermediary

and who*tii;G the finest programs for special risks.
Let's discuss your requirements.

Insurance IRS,Brokers Service, lIne.
230 West Monroe Street Chicago, IL 60606
Telephone (312) 621-1770 Telex 25-6231

The skrs no longer the limit.

Unconventional coverage for the conventional. And beyond. In an age when satellites have
become an integral part of our lives, man's potential in the air has surpassed the sky And
whether for communication, business or science, Aviation Office of America has taken a
leading role in insuring these everyday miracles. In fact, it's covering the unexpected as
well as we cover the expected that separates A.O.A. Insuring corporate, private and com-
mercial aircraft, balloons, aerial applicators, airports, flight schools, helicopters and more. So
chances are, your clients' needs can be covered by one of A.O.A.'s many policies. Covered
expertly, quickly and competitively

Because our underwriting specialists know your business and your clients' needs, we
tailor policies individually at competitive rates for virtually any flying machine. And with
six offices nationwide, you can rely on the personal attention of A.O.A. anywhere for
speedy policy assistance, same day quotes and prompt claims service.

The fact is, A.O.A.'s capability isn't what it used to be.

Because today, the sky's no longer the limit. =*=
Home (20ice: Love Field Terminal Building Dallas, (214) 353-1400. Branch 0#ices:
Atlanta, (404) 252-1905; Kansas Citj (816) 221-1955; Los Angeles, (213) 246-8410;
Morris Plains (NJ), (201) 538-9668; San Francisco, (415) 391-9050.

Aviation Office ofArnerica
Incorporated

Plotection above

and beyond.



2OL / business insurance, April 4, 1983

agent/broker topics

Atlantic agents to share investment profits
By DAVE GALANTI

NEW YORK-Investment in-

come has found its way into an-
orher profit-sharing agreement, but
it is unclear whether agents for Ar-
lantic Cos. will get a bigger slice of
the profit pie as a result.

In a new profit-sharing and in-
centive program announced re-
cently by the insurance group,
agents will trade a bonus for low
loss ratios and the risk of higher in-
surer expense charges for the in-
clusion of investment income on

reserves into the profit-sharing for-
mula.

The result, according to Senior
Vp Dave LaPlaea, will be a more
equitable slicing of the profit pie,
but not necessarily a larger one.
The winners will most likely be

Atlantic's larger agencies; the
losers will be those producers with
small books of business or very low
loss ratios.

"We think that our new agree-
ment is a fair way of allocating
profits, although it may not result
in a lot of increased dollars to agen-
cies," Mr. LaPlaca said. "We
wanted to bring together a more
equitable way of slizing the pie,
based on some requests that our
producers have made through our
National Agents' Advisory Coun-
Cil."

The new program inell_des three
elements of compensation:

• A new profit-sharing plan in
which profitability of a producer's
book is calculated cn premiums
plus investment inzome on re-
serves.

d

We Make the

• A bonus incentive that can

pay for meeting targets in sommer-
cial, ocean marine and personal
lines.

• Commissions, which remain

unchanged.
The ihange will not affect agree-

ments with brokers in New York

City. Mr. LaPlaca said Atlant_e is
currently working on rev .sions for
those contracts, which he said are

different from the agreements with
other independent agents.

Investment incorne on reserves

already is used by Atlantic Cos.
(Atlantic Mutual Insuance Co. and
its affiliates) to determine p)licy-
holders' dividends and employee
profit sharing. The inclusi)n of this
income in producers' profit-sharing
formulas was a nasural step, said
Atlantic President John J. Mack-

arket

cwski.

Features of the plan inell_de the
fcllowing:

• The payout is determined by
applying the producer's rate of
profhability to a table scaled by the
size cf the book produced, then ap-
plying the resulting percentage to
the producer's income, which is
premiurns plus reserve earnings.

• Reserve earnings are made up
of investment income on loss re-

serves, loss adjustment reserves
and unearned premiums.

• Reserve earnings available for
sharing are capped by the lower of
policyholders' dividends or half the
company's net operating income, as
shown in the annual report.

• Not includec are premiums
(and lo.ses) on business written in

pools and syndicates, involuntary

In College &University Student
Accident & Sickness Coverage

AND IN children s camp coverases • animal-related insu ance • ski area coverases
(Includins shops/touring) • symnastics schools & clubs • martial arts schools &

tournaments • amateur youth sports • accident coverage for group
activities • dance/exercise/fitness schools • Broker Member N.* Insurance Exchange

For Specialty 96-/en AGENCY, INC
Risks Call (914) 794-8000

217 BROADWAY, MONTICELLO, N.* 12701

in New York City: (919) 9244950the Specialist Outside New York State call toll free: 800-431-1270

Offices in principal cities coast to coast and Toronto, Canada

business or retrospectively rated
non-marine business.

• Deficit carryforwards have
been changed from two years to
one.

• A stop-loss factor limits
charges for losses to the larger of
$100,000 per occurrence or 10% of
the producer's premium written for
Atlantic.

• Company expenses will be
charged at actual levels. Pre-
viously, these were capped at 20%.
The company's actual expense was
21.4% in 1982, 20.4% in 1981 and
19.5% in 1980.

• Losses charged will be ad-
justed for recoveries, salvage, su-
brogations or reserve changes.

• Incurred-but-not-reported
losses will not be charged.

• In most instances, agencies
must produce $100,000 in premiums
to qualify.

• There is no loss-ratio bonus.

Mr. LaPlaca said members of At-

lantic's agency advisory council
were aware that agents with small
books of business or very low loss
ratios possibly would not fare as
well under the new system as they
had previously, but agreed the
trade-offs were acceptable to fit re-
serves investment income into the

profit-sharing equation,
One trade-off was the decision to

to charge actual company expenses
against profits rather than cap
them at the 20% limit, he said.

"In the past two years, (actual
expenses) have been higher than
20%, but again we're only going
with what our agents want-they
like actual expenses. In the future,
we expect that efficiencies caused
by computerization, higher vol-
umes and better relations with

agents will bring the actual ex-
pense figure far below what it is
today."

The new agency incentive plan,
separate from the profit-sharing
agreement, is geared toward re-
warding growth in targeted market
segments. These segments will be
determined in discussions with in-

dividual producers, but will include
commercial, personal and marine
lines.

According to Mr. LaPlaca, the
aim of the new program is to in-
crease business from Atlantic's cur-

rent force of more than 1,000 agen-
cies nationwide. The firm will use

the new profit-sharing and incen-
tive package to entice new agents,
but this will play a secondary role,
he added.

"We try to be selective in the
agencies we use. We do expect to
add agencies as a result of the new
agreement, but we remain selective
in whom we choose, We do not

have a large force compared to
some companies, and we want to
retain quality."

Reaction from independent
agency associations was cautious.
Robert S. Seltzer, chairman of the
Independent Insurance Agents of
America's Agency contracts com-
mittee, said the IIAA was still eva-

luating the new agreement.
Edward H. Akin, president of the

Professional Insurance Agents, said
the jury would be out on the con-
tracts for at least a year.

"We really applaud Atlantic for
looking at investment income/' he
said. "For many agents, current
market conditions have resulted in

their profit-sharing income going
down the drain.

"However, many agents have
gotten the feeling that insurance
companies have only so many dol-
lars that they want to give out to
agents in this area, and what they
add in one area they take away in
another part of the equation. The
Atlantic agreement may not be as
good as before for the smaller
agent, for example." I
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1 Hawaii tries to cap soaring comp rates
Continued from page 3
Rep. Tungpalan said. She said in
Hawaii there are chiropractics that
charge three times as much as a
general physician.

"Maybe we'll have to develop a
fee schedule for them," she contin-
ued.

The Hawaii Insurers Council, a
19-member trade association, be-
lieves Rep. Tungpalan's proposed
study does not address the issues
and is narrow in scope, according to
Margaret McC. Hogan, executive
director.

The council has spent the past
two months bringing in experts
from the U.S. mainland to explain
workers compensation principles to
the legislators, Ms. Hogan ex-
plained.

"We have an extremely high fre-

quency (of work comp awards) in
Hawaii."

Hawaii's temporary total is twice
as high as the national average and
permanent total is more than 10
times the national average, accord-
ing ro Ms. Hogan.

"We think that any study should
include a comprehensive look at a
wage-loss program.

Under a wage-loss system, in-
jured workers do not receive per-
manent partial disability benefits
except for extreme impairment. In-
stead they are given benefits only
for proven lost wages after an acci-
dent.

The council also wants the legis-
lature to look at the presumption of
compensability section of the cur-
rent statute.

Employers are now required to
give "substantial evidence" if they
do not think a work comp claim is
legitimate. The council wants the
legislature to remove the word
"substantial" and insert the legal
term "preponderance of evidence,"
an easier standard of proof and one
that would give employers a fight-
ing chance, according to Ms.
Hogan.

"In lost-time benefits cases, out
of every. 1,000 workers, 60 receive
benefits, compared with 25 coun-
trywide," Ms. Hogan said.

The Hawaii Insurers Council and
others would also like to see a

lengthening of the waiting period
before an injured worker can file
for a claim.

The two-day period is the shor-
test in the country, Ms. Hogan ex-

ODECO sues to recover losses
Continued from page 1
the annual report's financial state-
ments, confirms for the first time
earlier reports that ODECO carried
$200 million worth of liability in-
surance at the time of the disaster,

although it does not identify the in-
surers on the risk.

The report says that the insurers
have "neither admitted nor de-

nied" coverage for punitive dam-
ages arising from the accident.
ODECO adds that it is confident it
took no action that would result in

award of punitive damages.
ODECO says the lost rig had a

carrying--or book--value of ap-
proximately $34 million at the time
of the loss, but adds that the rig was
insured for $86.5 million. The com-
pany says it has placed the excess
$52.5 million paid by underwriters
in a contingent reserve to pay lia-
bility claims.

Thus, ODECO's $200 million in
liability insurance and the contin-
gent reserve of $52.5 million fall
short of the estimated $284 million
in pending compensatory damage
claims.

The first $1 million of ODECO's
property coverage was with
ODECO's Bermuda-based captive,
Mentor Insurance Co. Ltd. The

largest portion of the excess cover-
age, $60 million, was insured by
Bermuda-based OIL Insurance

Ltd., a mutual insurer owned by 37
petroleum companies.

One of OIL's shareholders is

Murphy Oil Corp; an El Dorado,
Ark., company that owns 58% of
ODECO.

The remaining $25.5 million in
property coverage was under-
written by various London and
U.S. insurers.

According to the ODECO annual
report, 75 lawsuits have been filed
against the company by the fami-
lies or estates of 71 deceased rig
workers. It says 46 of the 84 work-
ers killed were ODECO employees,
while the rest worked for other

companies, presumably including
Mobil Oil Ltd. of Canada, which
had chartered the rig for explor-
atory drilling.

Under admiralty law and the

ODECO alleges in the suit filed in New Orleans
that last year's Ocean Ranger disaster, which
killed 84 workers, 'was not caused by any fault

or neglect on (the plaintiff's) part.'

Jones act, the survivors of ODECO
employees killed on the Ocean
Ranger are not barred by workers
compensation statutes from suing
the New Orleans-based company.

Although the annual report says
the Ocean Ranger had a carrying
value of $34 million and that the
company was paid $86.5 million by
property insurers, the lawsuit filed
in New Orleans says the the rig, its
equipment, tackle and apparel had
an estimated value "in excess of

$125 million." In addition, the suit
says that the loss of the rig has cost
the company an undetermined
amount of operating revenue.

ODECO alleges in the suit that
the Ocean Ranger disaster "was not
caused by any fault or neglect on
(the plaintiff's) part, but was caused
by the combined and singular acts
of fault, negligence and breaches of
warranty, express and implied, on
the part of the defendants. . ."

The suit requests from the defen-
dants the replacement value of the
rig-$125 million.

Also, the suit adds, "As a direct
consequence of the fault of the de-
fendants, the plaintiffs may be li-
able for the removal of the wreck

from its submerged position on the
Continental Shelf of Canada, for
which liability the defendants owe
indemnity or contribution to the
plaintiffs."

The 398-foot-wide, 262-foot-long
rig lies upside down 190 miles off
Newfoundland in approximately
265 feet of water. Divers who sur-

veyed the wreck after the accident
found the hull basically intact, but
reported a porthole window in the
ballast control compartment had
been shattered.

The National Transportation
Safety Board concluded Feb. 9 that

Book lists Illinois comp rates
A new publication that sum-

marizes pricing activities in the Illi-
nois workers compensation market
is now available.

"The Illinois Filing Information
Service," to be published every two
months by the National Council on
Compensation Insurance, will sum-
marize insurers' rates and sched-

uled rating plans filed with the
state Insurance Department, said
Jim Nau, manager of products and
services for the NCCI.

"With the advent of the competi-
tive rating law in Illinois, we're

trying to let people know what's
going on in the marketplace. It will
be similar to Best's (A.M. Best Com-
pany Inc.'s) service. We're trying it
in Illinois first," he said.

Competitive ratings laws have
been adoptdd in eight states and
this service may be expanded to
some of those, he said, "but every
state is somewhat different."

The annual fee for the service is

$75 for NCCI members and $100 for
non-members. Information is

available from the NCCI in Spring-
field at 217-793-1100. •

the breaking of the porthole proba-
bly caused heavy seas to short-cir-
cuit an electrical panel, which
opened ballast valves. The floating
rig then capsized and sank, the in-
vestigators concluded.

But, the NTSB pointed out, the
ballast problem could have been
controlled if the rig's crew had
been properly trained in operating
a manual backup system (BI, Feb.
14).

In another development, oral ar-
guments are scheduled this week
before U.S. District Judge Robert
F. Collins in New Orleans on

whether claims filed by the vic-
tims' survivors should be heard in
U.S. or Canadian courts.

ODECO and other defendants
want the cases heard in Canadian

courts, where awards are generally
lower than in the United States,
while plaintiffs' lawyers are asking
Judge Collins to handle their
claims.

plained.
The National Council on Com-

pensation Insurance said that if the
state added only one day to the
waiting period, there could be a 5%
decrease in premiums, Ms. Hogan
said.

Rep. Russell Blair, a Honolulu
Democrat, also says he believes
Rep. Tungpalan's resolution is too
specific and has introduced another
resolution to study "pretty much
everything.

"I want to have a study to ad-
dress the concerns of the business

community. . .to see if you can
(change) factors without injuring
the injured workers," Rep. Blair
said.

Bills calling for open workers
compensation rating and a state

fund already have died in commit-
tee, which could indicate the Legis-
lature's reluctance to change the
system without first having more
information.

"That's (a study) the only way
we're going to find out what we
should do. Every segment here is
making allegations," said Orlando
Watanabe, administrator of work-
ers compensation for the Depart-
ment of Labor and Industrial Rela-
Mons.

"People are looking at this prob-
lem, if you call it a problem, only
from their perspective," Mr. Wa-
tanabe said.

"The problem here is that we
only hear of the bad cases. I see
these things everyday and, of
course, the bad cases get played
up," he explained. •

ARE YOU SIGNING
A BLANK CHECK

FOR YOUR INSURER?

E&E's clients don't. Only E&E offers claims-based
hospital utilization review by medical professionals,
so that every check is"countersigned" before the claims
process even begins.

ca
EXECUTIVE & EMPLOYEE

BENEFIT PLANS, INC.
Pioneers in our field, yesterday and today.
For information in cities not listed

call C.J.Wintersteller at
(614) 486-7188.

Atlanta. E. A. Hightower (404) 256-2900
Orlando: Paul Holderbaum (305) 849-6020
Columbus. C. J. Wintersteller (614) 486-7188
Cincinnati. L. S. McCrosky (513) 772-0700
Cleveland: Joseph Kral (216) 886-6800
Dallas. J. M. Bransford (214) 221-2584

FOR COMPLETECOVERAGE,
GREATER CASH FLOW,
LOOK TO MID-CONTINENL
Mid-Continent means complete, sacrifice of loss prevention or
innovative insurance programs claims service. Our programs
for the large risk. We can help include worker's compensation,
develop a complete insurance general and excess liability,
program in which you spend property and marine
less in advance with no coverages.

For further information, contact
your broker for details.

ONTINENT

NDEOWDITEI36 
1 C.

AAMB
Suite 700 Whitney Bldg.
New Orleans, La. 70130
(504) 581-5597
Cable KRECOMILE, Telex No. 587426
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Social Security reform to hike benefit costs
Continued from page 3 shield cintibit.OnS to 401(k) plans rity wage base even though it may
overhaul their current ret.rement from federal mrome taxes until the

'While (salary reduction) plans may not be quite not be treated as wages for income
and disability plans so they mesh contritutions are withdrawn tax purposes
with Social Security Funds usually are withdrawn as attractive as before, the enthusiasm of Currently, tax law says that only

Non-profit employers will have when an employee has retired and companies to adopt the plans will not diminish,' compensation that is subject to in-
to conduct a maJor communications is ma lower inc ome tax bracket come tax withholding can be in-
effort to explain to their employees "While the plans may not be predicts Michael Treacy, a consultant cluded in the FICA tax base

how their benefit plans will cuite as attracive asbefore, the en- "Whether benefits should be

change, said Robert Kalman, an as- teusiasm of conpanies to adopt the and attorney with The Wyatt Co. taxed will be visited and revisited

sociate in the Washington office of Flans w111 not diminish," predicts in 1983 and 1984," said Michael
William M Mercer Inc Mictael Treac.·, a consultant and Romig, director of employee bene-

The Social Security legislation attorney with The Wyatt Co in ria plans only pay taxes if they se- Employers made Congress real- fits at the U S Chamber of Com-
also will increase the cost of 401(k) Washington lect a taxable benefit ize that cafeteria plans are one of merce
salary reduction plans 07e proposed legislative change To avoid the FICA tax, com- the best ways to meet the benefit And some experts believe the

Effective Jan 1,1984, wages de- that could have dampened the panies with cafeteria plans proba- needs of an increasingly civerse bailout legislation is only buying
ferred under 401(k) plans will be growth of another increasingly bly would have eliminated the cash workforce and that subjecting them time before new Social Security
subjected to FICA taxes Currently, Eopular beneli- plan was defeated option and only offered tax-free to FICA taxes would not be good problems develop
because the money is paid diretly at the Ilth hOLr-thanks to a vig- options, like vision care and dental public policy, a consultant sa.d For example, the Medicare trust
into these cash-deferred plans by crous looby.ng effort by employers coverage While employers and consultants fund, which is also financed by the
the employer rather than depos_ted and consultants That would have reduced the ap- are relieved that the tax-free status Social Security payroll tax, may
by the employee, it counts as an The House version of the Social peal of the plans The ability to of cafeteria plans was preserved, run out of cash in a few years be-

F employer contribution, not as part Securit> legislation had originally choose cash in lieu of benefits is they say their victory proves that- cause of soaring health care costs
of an employee's taxable income called fir imp;sing FICA payroll very attractive to younger workers benefit developments in Washing- and continued increase in the

If an employee makes less tnan taxes on cafeter la benefit plans that who may need the cash to make a ton have to be carefully watched number of Medicare beneficiaries,

$35,700 i the wage base for comput- Gives employees a choice of tax- down payment on a house and "It is a signal to emploj ers to said Haeworth Robertson, a former
ing FICA taxes this year), then any free benefits and cash (BI, March meet monthly mortgage payments monitor the Washington scene chief actuary for the Social Secu-
reduction taken in salary would 14) However, subjecting cafeteria more closely," said Mr Treacy rity Administration and now man-
have reduced both the employee's For example, under the House plans to FICA taxes was killed in a Vigilance will be needed in the aging director with William M
and the employer's FICA taxes kill, if a cafereria plan offered an House-Senate conference commit- months ahead to stave off new tax Mercer Inc in Washington

For example, an employee who employee a etc ice of family health tee in the face of a powerful em- assaults on employee benefits In A provision in the Social Secu-
earned $24,000 a year and had 6% nsurance coverage or $500, the em- ployer lobbyi ng effort led by fact, the Social Security legislation rity legislation that fixes in ad-
of salary deferred into a 401(k) sal- 1:loyee's taxable wage base would groups such as the Washington- may have laid the groundwork for vance, based on a patient's diag-
ary reduction plan, could have Fave been increased by $500-even based Employers Council on Flexi- the expansion of the FICA wage nosis, the amount of money Medi-
slashed both the employee': and 2f the employee selected the health ble Compensation base to include benefits care will pay a hospital only will
employer's FICA taxes to $1,512 nsurance benent "Congress was surprised at the The legislation says that an item delay and not prevent the Medicare
from $1,608, a savings of $96 each B# ccntras:, under current tax extent of support for these plans," can be considered wages and thus trust fund from running out of

By making wages deferred under law, employees enrolled in cafete- said Mr Treacy counted as part of the Socia- Secu- cash, Mr Robertson said
401(k) plans subject to the FICA
tax, those Social Security payroll
tax savings will be erased

But experts don't think this Nill Illinois court rejects dual-capacity suit
cause 401(k) plans to lose their lus-
ter Employees still w ill be able to Continued from-page 2 tionship This circumvents the ex- "Apart from the basic argument cision-Ohio," Mr Larson said

site where Mr Sharp worked elusive remedy provision of the that mere ownership of land does Although the Illinois court deci-
Messrs Gallagher and Henry workers compensation system not endow a person with a second sion rules out landowners as the

Why you should moved to dismiss the initial lawsuit designed to pay benefits to injured legal persona or entity, there is an object of future dual-capacity suits,
separate the Texas cn the basis that, since they were workers without determining fault obvious practical reason requiring it did not address other third-party
portion of your workent Mr Sharp's err-ployers, they could A state appellate court had found this result An employer, as part of lawsuit possibilities, to the disap-

r ot be sued unzler common law or that the employer did operate in a his business, will almost always pointment of many employers
comp coverage. inder the 1907 Structural Work dual capacity as employer and own or occupy premises, and main- Several cases are pending in Illi-

In 1982 alone, Texas Emplor
Act landowner It allowed Mr Sharp to tam them as an integral part of nois in which an employee is suing

ers' policyholders saved $79 Tte Structiral Work Act, also sue Messrs Gallagher and Henry as conducting his business If every an employer in the dual capacity as
called the Scaffolding Act, is be- landowners, not employers ' action and function connected with the manufacturer of some productmillion on their workerd comp cov-
1 evec to be tte only law of its kind But the Supreme Court opinion maintaining the premises could that injured the worker, said Wil-erage We passed those savings
17 the nation It says that whoever delivered by Justice Thomas J ground a tort suit, the concept of ham A Price, director of the gov-along in the form of dividends, pre-
is m charge c f the worksite-con- Moran, said "In response to a ques- exclusiveness of remedy wc uld be ernmental affairs division of themium discounts, and retrospective
tractor, subconiactor, foreman-is tion at oral argument, plaintiff ad- reduced to a shambles Chicago Assn of Commerce & In-savings to our customers total-y 1.able for employee lnJuries mitted there is only one legal entity Mr Larson at one time ad ocated dustryBy putting the expertise of our Wnen the workers compensation -the Gallagher and Henry part- the dual-capacity doctrine but The association, along with thesafety engineering and industrial law was enac.ed, the structural nership doing business as Orchard changed his position last yer when Illinois Construction Industry

hygiene staffs to work, your poten- work rule shculd have been re- Hill and Farmingdale " he revised part of the 104 olume Committee, the Assn of Commerce
tial for savings may be larger Lealed but orginized labor argued The court opinion also cited text treatise that originally was written & Industry of MeLean County, the

All of which makes a good rea- effectively against that, saic Mr from a widely used workmen's in two volumes in 1952 The trea- Mid-America Legal Foundation,
son for putting the Texas portion of Day of rhe stat- Chamber of Com- compensation treatise written by tise is the standard text on workers Republic Steel Corp and U S Steel
yourworkericompensationcover- nerce Arthur Larson, a professor a. Duke compensation used by praeticing Corp,filed statements with the
age with Texas Employers' For The Supreme Court opinion in University in Durham, NC, and a lawyers, he said court citing the additional costs that
details, call our National Accoun-s Sharp vs Gallagher said that since practicing attorney "The dual-capacity doctrine was many Illinois employers would ex-
Division at (214) 760-6435 the lacts in th€ case show that the "(It) has been stated by Professor simply run into the ground by peo- perience if the appellate decision

Texas ErnpL-oveRS, employer and tne landowner are a Larson 'It is held with virtual una- ple," Mr Larson said He acrnitted were left to stand

E
insuRance single legal en ity, the dual-capac- nimity that an employer cannot be there might be appropriate cases to Attorney Mr Davidson hadAssociarion
P 0 8012759 1:y d)ctrine carnot be applied sued as the owner or occupier of use the doctrine, "but several hoped the Supreme Court would
Dallas, Texas 75221

That doctrire, which has been land, whether the cause of action is states, notably California and Ohio, kill the dual-capacity doctrine alto-
Employers Insurance of Teus narrow-y applied in Illinois, per- based on common-law obligations went off the deep end My criginal gether "We were hoping that theTexas Employers' insurance Assn
Employers National Infurance Co mits employee suits when the em- of landowners or on statutes such treatment (of dual capacity) was court would have elaborated about
Employers Casualty Co ployer and employee step out of as safe place statutes or structural badly misunderstood by some dual capacity," he said, referring toEmployers National Life Insurance Co

those roles and into another rela- work acts courts " the brief four-page opinion
California courts started apply- Because the opinion deals with

-------------------------------

---' ing the dual-capacity doctrine in an issue of state law, it cannot be
Business Insurance gives you total news coverage 01 loss ore- the 19505, but the state Legislature appealed to the U S Supreme

A vention, risk financing and benefit management Every week revised the law in August to re- Court Mr Sharp's attorney, Wil-
Annual sutscription (52 issues) in U S dollars strict such suits (BI, Aug 16,1982) ham Harte, said he does not now
(Check here) Surface Mall By Air "There's only one state left that intend to ask for a rehearing,
USA 0 $40

has this extreme dual-capacity de- which is his only recourse

..
Canada El $54 0 $90
Bermuda (Air only) 0 $85
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O bill me [3 bill company sin Insurance Department is ex- A special group of Insurance De-

a. C 44*-= pected to become a leader in the partment staff members will work
-*-2, name

costs, according to its newly ap- junction with other state agencies,9
(please pnnt) drive to contain health care benefit on cost-containment issues in con-

title
pointed commissioner Mr Fox said

Thomas P Fox 36 began a four- Before his appointment as com-
company year term last month The former missioner, Mr Fox was assistant

40*444:,.4SS attorney was appointed by the new general counsel for American Fam-
/SIDE: **AA nature of business governor, Anthony Earl Mr Fox 1ly Insurance Co, a mutual insur-

succeeds interim commissioner ance company located in Madison
0 business or E] home address Ann Haney In addition, Mr Fox has served as

"One of the major issues in this the governor's legal and pardon
CIty state/country zip/postal code state and for this office will be get- counsel and as district attorney in
0 Please seid information on your special 25°:off group rate ting involved in the general area of Bayfield County

for five or more subscnptions cost containment," Mr Fox said "It Mr Fox also served as chairman
E] 1 prefer nct to receive information or advertising by mail from

companies not affillated with Crain Communications seems to me that it's been a Dontin- of the Wisconsin Department of
...

Mall to Business Insurance ual upward spiraling it will have Natural Resources Board and was a
Circulation Dept 740 Rush Street Chicago, IL 60611 to stop, society can't continue to af- University of Wisconsin regent .



Several Lloyd's syndicates close
Continued from page 2
capital they contributed to the syn-

 dicate, Spicer & White confirmed.
The underwriting agency tried to

cap the losses nine, months ago
when it discovered that the syndi-
cate's former underwriter, Bryan
Spencer, had overwritten the pre-
mium limit of 5 million pounds, a
spokesman for the company said.

Spicer & White dismissed the un-
derwriter, closed the syndicate and
informed Lloyd's, he said, adding
that a new underwriter is running
off the business.

Other sydicates-including avia-
tion Syndicate 244 and marine
Syndicate 275-have also closed
because of mounting losses, said
Oliver Carruthers, managing direc-
tor of the Assn. of Members of
Lloyd's.

But at least 12 syndicates have
been dissolved in light of the alle-
gations that underwriters for Alex-
ander Howden Underwriting Ltd.
and P.C.W. Underwriting Agencies
Ltd., a subsidiary of Minet Hold-
ings P.L.C., had financial interest
in the syndicates' reinsurers.

For example, the business of 10
syndicates is being run off by new
P.C.W. underwriters. In addition,
two syndicates formerly managed
by Ian R. Posgate, Syndicate 126
and 127, Lloyd's largest marine
syndicate, are being run off (BI,
Nov. 15, 1982).

Alumni group
Continued from page 2
cussions of risk management con-
cerns with no strings attached.

"The alumni association serves a
real need," said Ms. Lichota. "Risk
managers are constantly looking
for technical programs to help im-
prove their credentials. This group
comprises the technical expertise
that is available. This is a formal

mechanism for making it available.
It's a chance for us to share our

skills that may not be used day to
day.

"Risk management is still devel-
oping. Those of us in the activity
for many years helped in that de-
velopment. Now we are in a posi-
tion to help it develop further."

An organizing committee of 11,
including Ms. Lichota and Ms.
Peske, are planning the April
meeting. Committee members are:

• Richard Bureson, now with
Corroon & Black Research & De-

velopment in Nashville, Tenn., and
former risk manager for Grey-
hound Corp.

• Richard Cantrell, now with
Alexander & Alexander Inc. in
New York and former risk man-

ager for Exxon Corp.
• Miles Chenault, now with

Midland Insurance Co. in New

York and former risk manager at
Luby Leasing Co.

• Thomas Hallett, now with
Frank B. Hall & Co. Inc. in Briar-

cliff Manor, N.Y., and former risk
manager for General Motors Corp.

• Ronald Kaiser, now with BRI
Coverage Corp. in New York, for-
merly with Lavino Shipping Co.

• Edward Lalley, now with
Ideal Mutual Insurance Co. in New

York and formerly with Kraft Inc.
• Hunter Long, now with Frank

B. Hall in Briarcliff Manor, for-
merly with Exxon Corp.

• John Olson, now with Fred S.
James & Co. Inc. in New York and

formerly with Ingersoll-Rand Co.
• James Tobin, now with John-

son & Higgins in New York and
formerly with Sun Chemical Corp.

"What we want to find out at the

April meeting is whether there's an
interest for this kind of group, and
if so, what the needs are," Ms.
Peske said.

Interested persons are invited to
attend the meeting. For informa-
tion, contact Charyl Peske, 324 E.
Wisconsin, Eighth Floor, Milwau-
kee, Wis. 53201; 414-271-4292. . .

A Lloyd's spokesman explains
that syndicates are commonly
closed and new syndicates are
formed by underwriting agencies
when underwriters are dismissed.

In addition to the syndicates
folded because of high losses or dis-
missed underwriters, several so-
called "baby" syndicates have also
been closed, said Mr. Carruthers.

"A whole lot of them have proba-
bly gone," he said.

Critics of baby syndicates main-
tain they are used by underwriters
to direct the most profitable busi-
ness handled by their agencies to a
select group of Lloyd's members.

Many of the baby syndicates are
now being absorbed by larger syn-
dicates managed by the same agen-
cies, "which is a good thing," Mr.
Carruthers says, although he could
not identify how many of the syn-
dicates have been closed or which

underwriters have taken this
course of action.

A Lloyd's spokesman adds that
the syndicate closings does not
mean the market's capacity is con-
tracting. In fact, he says, capacity at
Lloyd's is still growing.

Twenty-three new Lloyd's syn-
dicates are opening this year, in-
cluding 14 to replace the 12 syndi-
cates that Howden and P.C.W.

closed, he says. In addition, another
1,700 people have become Lloyd's
members in the last year, further
boosting its premium capacity.

"This kind of purging happens
every year," Mr. Carruthers says.
"You can reckon that 1% of all

Lloyd's syndicates will have disas-
trous years, but you hope as a mem-
ber that it is not yours.

"It would be nice, though, if
there was an early warning system
to see the disaster coming." .

AGENTS: What do you do when a client asks
about long-term auto leasing insurance?

Be sure-take advantage of our extensive experience with this
difficult-to-place business. Designed specifically for the automobile
leasing/rental industry, our program saves your time, cuts your
costs, satisfies your customer. We do the work, you get the credit!

• Lessors Excess Liability

• Lessors Contingent Liability
• Contingent Physical Damage

• Primary Physical Damage
• Primary Liability coverages
• Interim Car Coverages

We invite your inquiry and your business.

A Call or write Ron Ruane.

lill PAIGE-RUANE, INC.
INSURANCE

The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
(215) 265-4170

Physical Damage by

*lotors Insurance

The Insurance People from General Motors

PLACE YOURAD IN THE HUB
ANDTHERIMS...REACHTHE
BIGVWHEELS 'T>·1 . 4,

At the hub of the insurance com-

munity, BI is the perfect place for
your advertising message. Each
week, 115,000 influentials turn
to BI for comblete coverage of this
ever-changing marketplace.

BI's April 25 feature issue, RIMS
Preview/Captives Offshore, gives
you even more mileage for your ad-
vertising dollar. This information-
packed issue will be distributed at
the 1983 RIMS Conference in Los

Angeles-just the right place to
reach the executives who have the

power to buy your products and
services.

And just the right time ... as

they're actively seeking informa-
tion on what's happening in the
world of risk and insurance man-

agement. Even though they'll be
away from the office, your prime
prospects will still have Business
Insurance's in-depth reporting
close at hand.

If you're planning to exhibit atthe
Conference, your ad in BI will act as
a signpost to direct prospects to your
booth. And if you're not planning to
attend, your ad in Business Insurance
will still drive your message straight
to the influentials in LA.

As always, BI's April 25 issue
will be filled with the kinds of arti-
cles and features that executives are

eager to read...an editorial environ-
ment that's sure to encourage read-
ership of your ad.

Here is just a sampling of what
our readers-your prospects and
customers-will find in this issue:

announcements of winners in BI's

RiskManageroftheYearcompeti-
tion, market reviews of the major
offshore captive domiciles, articles
on the recent changes in Bermuda
as a commercial reinsurance mar-

j .*5 3-:1*=. -1

.

..

ket, coverage of the annual Captive
Insurance Company Conference in
Bermuda, BI's annual directory of
captive managers, offshore and
inthe U.S., and more.

With an editorial setting like
this, the RIMS Preview/Captives
Offshore issue is where your ad
belongs! (And remember that BI's
following two issues, RIMS Report
#1 and #2, also offer an outstanding
advertising opportunity.)

.business
insurance

Make your reservations for this
feature issue now by contacting one
of the sales offices listed below.

AD CLOSING DATES:

RIMS Preview/

Captives Offshore...... April 12
RIMS Report #1 ......... April 19
RIMS Report #2 ......... April 26

BI has always been at the hub of
the commercialinsurance market-

place. And always will be... reach-
ing risk managers, financial execu-
tives, employee benefit managers,
and other influentials. Your ad in
the hub and the RIMS is sure to

reach the people who count.

A Publication ofCrain Communications inc. ;

NewYork: 220 East 42nd St., NY 10017 (212) 210z0133 Chicago: 740 Rush St., IL 60611 (312) 649-5275

-* -£1*eles: 9rr»4-Blvd., CA 90048 (213) 651-3710
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Insurers may be final asbestos victims
Continued from page 1 dustry's ultimate liability will be cases, if they are liable for punitive tain asbestos and insurance firms dants, although all say publicly that
other toxic substances "The variables are Just unbeliev- damages sought by policyholders will go bankrupt " they are adequately reserved

"Insurance companies are not ca- able," says Kent Wilson, a defense contesting coverage A study bj insurance Industry Industry sources do say, how-
pable of handling these (claims) on attorney with the Chicago law firm The actions taken by Congress analysts Conning & Co puuished ever, that any analysis of an in-
a direct basis," says William E Ba-- of Peterson Ross Schloerb & Seidel and the bankruptcy courts han- late last year estimates the poten- surer's potential liability would de-
ley, CU's senior vp and claims Before any real determination dling reorganization petitions filed tial impact at a much smaller $4 pend on
counsel can be made, the industry must by several asbestos companies also billion to $10 billion Conning does • Whether lt provided primary,

And even those who don't be- know the number of future claims, must be considered not foresee the entire iniustry excess or reinsurance coverage
lieve the insurance industry as a how much they will cost and how At least two major studies have going under, out says some insurers • The amount lt has ceded to

whole will fail agree that some in- the risk will spread out among pri- tried to assess the potential impact could possibly fold reinsurers

dividual insurers, especially less- mary and excess insurers and rein- of asbestos claims on the insurance "Generally, the impact on the in- • And, perhaps most impor-
capitalized excess insurers and surers industry Although they reached suranee industry is not expected to tandy, under what coverage theory I
reinsurers, may fall A major prob- In addition, much will'depend on far different conclusions, both said be catastrophic because of the long it Will have to pay claims
lem, almost all agree, is that no one insurers' financial strength, their the impact will be enormous period over which the claims will Courts have so far dehneated
has a good handle on what the iIi- reserving practices and, in some One by Paul W MacAvoy, a pro- be experienced; it says three major theories determining

fessor at the Yale University "However, the impact upon indi- how coverage would apply
School of Organization and Man- vidual companies could well be se- Most courts that have decided the

ADVERTISING SPACE SALES agement, says the estimated indem- vere since there appears to be sig- issue have adopted the exposure 
nity cost will be $382 billion, com- nificant concentrations of ecverage theory, under which all insurers on

Business Insurance magazine has opening in New York for aggressive, pared with a net worth of $11 5 in a limited number of ins.irance an asbestos risk at the time the vic-
results-onented individual seeking, career opportunity The right per- billion for the major insurance companies and their reinsurers " tim is exposed to or inhales asbestos
son will be self-motivated and eager to achieve results through indi- companies invo.ved These studies only estimate the are liable Insurers providing cov-vidual initiative and talents Gocd organizational skills, conscientious "The large payments that will re- indemnity costs to insurers Add to erage in the 1940s, '5Os and '6Oswork habits and natural sales instinctareessential Some previous sales

suit from asbestos product liability this the billions of dollars 1 -1 legal would bear the substantial burdenexperience and knowledgeof Insurance and financial markets required
Compensation includes draw. commissions and generous benefits suits are likely to go beyond the fi- and adminis:rative costs aid the under thtS theory
package If interested in challenging opportunity send resume includ- nancial capacity of the insurance question of insurance company Other courts, under the manifes-
ing salary requirements to industry to meet them as well as ability to survive comes into tation theory, have ruled that those

DON WALSH their other obligations," Professor sharper focus insurers on the risk at the time as-
BUSINESS INSURANCE MacAvoy concludes Which insurers are in the most bestos-related disease is discovered
220 East 42nd St. "Unless public policy action is dangerp Most underwriters won't -or iS capable of being discovered ;
New York, New York 10017 adopted, some future claimants will reveal how much coverage they've -in the victim are liable This in-
(212) 210-0133 remain uncompensated while cer- underwritten for asbestos defen- Continued onfactng page

classified advertising
RATES AND CLOSING TIME:

Rates. Display classified is $60.00 per column inch, minimum of one inch Closing: Published euery Monday. Ccpy must be in written form by noon
Straight class:fled ts $5.53 per hne, mintmum of 5 lines. Count 34 charac- Tuesday, 6 days preceding publishing date No verbal phone copy accept-
ters per line (include eich space and punctuation as a character). Addl- ed. Prepayment requirea Mail ads to: Emily Webb, Classified Advertis-
tional $11.00 charge for b, ind box ads. Responses to blind box adsmustfit ing, 740 N. Rush St., Chicago, IL 60611, For more infbrmation call 312-
into business size envelope. Responses are forwarded dadv. 649-5340.

POSITION AVAILABLE MANAGER ASSOCIATION INSURANCE ADMINISTRATOR ASSOCIATION POSITION NANTED
"Looking to purchase a property ,

INSURANCE PROGRAM Rochester, New York based diversified BA CPCU ARM FOFMER BOND MAN
INSURANCE AGER AGENCY MANGEMENT LARGE and Casualty Insurance CO It- ,multi national company has opening

SALES MANAGER Trade assoc tri No Va area RISK EXPERIENCE CONTRACTORfor an Insurance Administrator at its PROGRAM DIRECTOR CONCENTRATION SEEKS MID-SOUTH
censed in Illinois, Florida. La,

(Orange County, California) seeking proven Indiv to run Corporate Office Position, reporting SOUTH OR WESTERN OPPOATUNITY Texas and other midwestern
Irvine-based agricultural trade as- association's entire full line to Director-Risk Management re- Chicago based national asso- THAT REQUIRES MULTI TALENTED IN

states Please respond tosociation seeks Insurance Sales insurance program This in- quires a degree in accounting bust- ciation needs an experienced DIVIDUAL REPLY TO

ness finance or rtsk management vvith professional to administerestab- IMFManager with exper,encein manage- cludes promotion and mar- Box 564, BUSINESS INSURANCE
two years experience in insurance lished insurance program A mo-

7347 N KEOLALE AVE

-nent and dealing with outside Bro- keting to membership Must LINCOLNWOOD ILL 60646 740 N Rush St, Chicago, IL 60611
company claims or underwriting dicum of travel requiredcerages You should have L&H and be licensed agent or able to CPCU or ARM helpful Salary depen-

1&( licenses plus CPCU or CLU obtain license Some travel dent on qualifications and experience The ideal candidate will have

jesignations You will supervisestaff Interested parties please Send resume and salary history to expertise in mass marketing of

11 17 professionals plus secretarial respond with complete in- Frank McCafferty group insurance programs (es-
:upport located throughout Cal- surance background and sal- Director-Risk Management pecially in P&C and A&H), a
fornia and Arizona Salary expecta- ary requirements to Sybron Corporation CPCU and an ARM, excel-
ions are $45-50K plus potential bo- Box 625. BUSINESS INSURANCE 1100 Midtown Tower lent communication skills and a INSURANCE
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Cont:nued from facing page lion in indemnity and $17 milhon Among the policies that allegedly Experts say that reinsurers could as primary insurers do
terpretation would shift the burden m defense costs, according to one did not contain limits were those dispute coverage much like insur- Under most excess policies, the
to insurers providing coverage in attorney written for Johns-Manville be- ers have, questioning what event- company does not have tO provide a
the last 15 years While insurers normally don't tween 1934 and 1948 by Employers exposure or manifestation-trig- defense for the insured but has to

The third theory, the so-called say how much exposure they have Liability Assurance Corp Ltd, gers a reinsurance claim They pay the "ultimate net loss," attor-

triple-trigger approach, was first many admit they wrote CGL poll- which subesequently merged with could also question treaty wording neys say This has been construed
espoused in the Keene Corp vs cies for asbestos defendants for Commercial Union and whether an insurer must pay a so that both defense and indemnity
INA decision in 1981 and provides many years Manville contends the ELAC retention for each individual as- costs are included in the excess pol-
the broadest coverage It says that For example, Aetna Casualty & policies contained limits of $150,000 bestos claim paid icy limits
all insurers from the time of expo- Surety Co, a unit of Aetna L&(, per person and $250,000 per occur- Also, industry observers question "Most excess contracts do not

sure through manifestation of the has written primary coverage for renee without an aggregate whether some small, undercapita- have the duty to defend," adds Mr
disease-including the intermittent more than 70 years for such major Thus, under this coverage, an un- lized reinsurers would fold when Wilson of the Chicago firm of Pe-
latency period-are liable asbestos defendants as Keene limited number of claimants could lt'S their turn to pay for the asbestos terson Ross

Currently, the insurance indus- Corp, Celotex Corp, Armstrong recover up to the per-person or problem (see story, below) The difficulty in determining
try is split over what theory lt SUp- Cork Co, American Optical Corp, per-occurrence amounts if this in- While the ultimate impact of as- whether excess companies will
ports, with some insurers support- Amatex Corp , Owens-Illinois terpretation is upheld, says Curtis bestos litigation on primary insur- bear the brunt of the liability can
ing the exposure theory and others Corp and Owens-Corning Fi- Caton, an attorney for Manville ance companies is still very uncer- be illustrated by an example
manifestation Almost all oppose berglas Corp with the San Francisco firm of tam, some experts contend that the An attorney for a major excess
the Keene theory INA has provided more than 44 Heller Ehrman White & McAu- stakes could be even higher for ex- insurer cites the case of an asbestos

CU's Mr Bailey has argued that years of coverage for such major liffe Cess insurers defendant whose primary insurer
the exposure and triple-trigger asbestos defendants as 48 Insula- In addition, Manville also asserts "I think it will be more of a prob- believes in the exposure theory, but
theories not only threaten the in- tions Inc, Keene, Nicolet Industries that Lloyd'sof Londonun- lem forexcess rather than the pri- whose excess underwriter supports
surance industry financially, but Inc and GAF derwriters wrote policies without mary companies," says John P Ma- the manifestation theory
are contrary to the way in which The number of years on the risk, aggregates during the 19505 scotte, Continental's president and
insurance has traditionally been however, is at best only an incom- Some primary insurers are also chief operating officer The primary insurer pays
written, violate basic principles of plete indication of how much expo- faced with the threat of paying un- The Conning study cites the fol- claims for the periods in which the
contract law and threaten the tort sure a company has It does not au- limited defense costs lowing excess insurers as having injured were exposed to the as-
system and the ability of buyers to tomatically mean that a company's A federal court in Philadelphia significant potential liability Aetna bestos This broadens the primary
obtain product liability insurance exposure is significant recently ruled that primary policies Life and Casualty, American Inter- insurer's liability and it soon hits its

Besides not being able to agree on Even though some have insured written before 1966 by The Travel- national Group Inc , CNA Finan- policy limits
a coverage interpretation, the in- asbestos firms for many years, ers for Pittsburgh-Corning Corp cial Corp, Commercial Union, The But because the excess insurer
dustry cannot answer a much more many experts believe the large pri- should continue to pay defense Home Insurance Co and INA contends that coverage extends
straightforward question How mary insurers won't bear the major costs even though their limits were Like the primary companies, ex- only to the periods when the dis-
much coverage has been written9 asbestos burden because exhausted cess insurers' liability will depend ease manifests Itself, lt disputes the
The answer to that question hes in • These insurers generally "Almost all pre-1966 policies had on a number of factors, including primary carrier's contention that it
the murky world of differing inter- wrote policies with relatively low no aggregate on defense costs," which layer of a particular risk has exhausted its policy limits
pretations of contracts and uncer- general or product liability limits being silent on the issue, says de- they are on, how much reinsurance According to several insurers, a
tainty over whether insurers wrote • Any claims that they do pay fense attorney Mr Williams "We they have and which coverage the- combination of factors would have
policies for particular insureds will be paid over a 20- to 30-year have many, many like that " ory ultimately prevails to accrue for excess insurers to be

In many cases, insurers have to period and much of these payments This interpretation could put pri- Since in many cases, excess in- threatened including a significant
go back 40 years to determine their can be offset through investment mary insurers on the hook for de- surers wrote significantly higher amount of low-layer coverage and
exposures And in some cases, poli- gains fense costs beyond the limits of limits than primary insurers, some promulgation of a coverage theory
cies have been lost or destroyed • A significant portion of the their policies, a particularly devas- feel they have the most at stake that makes them liable

It is fairly easy, however, to risk has been ceded to reinsurers tating blow since in many cases de- Northbrook Excess & Surplus In- An attorney for one excess in-
identify the primary insurers that Most limits on primary policies fense costs are higher than indem- surance Co, for example, wrote surer says a company could be in
will share much of the burden written for asbestos companies nification costs about $60 million in annual excess serious trouble if it was newly

The Conning study lists the fol- were for relatively small amounts insurance for Just three major as- organized, heavily involved in as-
lowing primary insurers as having and probably well within the abili- However. many say the impact bestos defendants-Raybestos, Ce- bestos risks and the manifestation
the greatest exposure Aetna Life & ties of a major insurer to handle, of asbestos claims may not be that lotex and Manville, according to an theory prevails
Casualty Co, Chubb Corp, Com- even if the coverage was provided great on primary insurers because attorney involved in the litigation "It's a matter of timing," the at-
mercial Union, General Accident over many years the claims they will be forced to In addition, according to court torney said, explaining that small
Fire & Life Assurance Corp From the 1940s through the pay will be spread over a long pe- papers, Northbrook also provided companies on the wrong risk for
PLC, Hartford Insurance Group, 1970s, limits on primary policies riod of time and are substantially an unknown amount of excess cov- the wrong years might be in trou-
Insurance Co of North America, were often $500,000 or $1 million reinsured erage for a host of other asbestos ble
Liberty Mutual Insurance Co, Re- per occurrence and aggregate for A large insurer would be able to defendants including Pittsburgh- A spokesman for a major excess
hance Insurance Co , The Travelers each policy year afford even billions of dollars of 11- Corning, Flintkote Corp, Burling- asbestos insurer agreed that the po-
Corp and Zurich Insurance Co For example, Liberty Mutual in- ability if it were spread over a 30- ton Industries Inc, Certain-Teed tential for substantial risk is there,

sured Armstrong Cork, now called or 40-year period, many experts Products Corp, Combustion Engi- but it is too early to tell what the
Of these. CU says it has a total Armstrong World Industries Inc, say, since it would be earning inter- neering Inc, General Dynamics risk will be

exposure net of reinsurance of for approximately six years in the est on the reserves for all those Corp, Unarco and Nicolet 44Obviously, we have a problem,
"substantially less" than $135 mil- 1970s for $1 million per occurrence years Another problem excess insurers we're very concerned," says Dennis
lion However, Manville Corp, one with a $1 million aggregate each Also, the fact that the final liabil- face is that they often don't have as Busti, president of American Home
of CU's policyholders, contends year ity for asbestos claims could be clear an idea of how many claims Insurance Co , an AIG subsidiary
that it has $200 million of insurance Similarly, between 1964 and spread to reinsurers worldwide will they face as primary underwriters "We are reserving for it We have
with CU alone 1970, Bituminous Casualty Co also reduce the burden primary in- do, an attorney says reserved as best we can "

Liberty Mutual has estimated its wrote $500,000 annual per-occur- surers must bear In many cases, excess insurers But while AIG has a very sub-
liability in the "low tens of mil- renee and aggregate policies for "If it's spread worldwide, it (pro- have not had the chance to investi- stantial exposure, it is heavily rein-
lions," much less than $50 million Unarco Industries Inc Jected liability) is not really an gate the claims or are not equipped sured, he adds

Some of these insurers have al- But some of these insurers could awful lot of money," contends Les- to do so, he said Mr Busti also says that it is diffi-
ready paid a substantial sum The be seriously hurt by liberal court lie Cheek, vp of federal affairs for However, some observers believe cult to generalize that excess insur-
Travelers Corp said in court interpretations of policies that did Crum & Forster excess insurers won't bear the ers will be hurt the most because
papers recently that it paid more not contain aggregate limits for ei- For example, Continental, which major protion of the burden excess policies differ and the extent
than $32 million in defense, indem- ther liability or defense Costs says it has about $40 million in as- For example, even if the excess of their liability is not yet known
nification and administrative costs "A few insurance companies bestos exposure, says it retained carriers on the top layers of a policy Moreover, some excess layers are
as primary insurer for Johns-Man- years ago wrote policies without an only about $20 million wrote huge limits, some say claims so high they may never be tapped,
ville Corp (now known as Man- aggregate," said Nicholas Dutchak, But Insurers in some cases are in will never reach that high he says But if total limits are com-
ville Corp ) between 1947 and 1976 manager of the casualty depart- much the same boat as their in- And, because excess policies did bined, excess insurers have greater

The Travelers reportedly has ment of broker Alexander & Alex- sureds They're not sure how much not become popular until the 1960s potential eposure than primary
paid out another $10 million in ander Inc "If so, they could be on their reinsurers will pay and 1970s, they could escape liabil- carriers, he acknowledges
claims as the primary insurer for the hook forever " For example, General Accident ity if the courts adopt the exposure And for some insurers, including
Pittsburgh-Corning Corp "Some policies were without ag- last year sued reinsurers and un- theory that places liability on ear- INA, Aetna and Com mercial

INA, which lS the prlmary in- gregate hmits and some were with- derwnting managers, alleging they her policies Union, who pays-primary or ex-
surer for GAF Corp, has paid more out (aggregates) on defense costs," had wrongfully failed to pay more Moreover, excess companies cess Insurers-ls elementary They
than $27 milhon since September adds Dan Williams, an attorney for than $7 million in claims (BI, Nov usually don't have to worry about provided both kinds of coverage to
1979 including more than $10 mil- GAF and Nicolet 1,1982) enormous legal and defense costs, asbestos defendants .

liability of reinsurersAsbestos could hit Mr Wilson says his company lS willing to pay claims
"We face the same problems as the insurance com- according to either of the theories, but he and other leading

panies," a spokesman for one reinsurer says "We're Just Lloyd's underwriters say they support manifestation
reinsurers hardest one step further removed " "We feel as a company that the only basis for settlement

At a reinsurance conference last year, Peter Armour, vp iS manifestation," said Mr Wilson "Our interpretation of
of the reinsurance department at consultant Towers, Per- the policy makes us feel this is the only way to handle

By STEPHEN TARNOFF rin, Forster & Crosby in Philadelphia, said reinsurers will claims "
and STACY SHAPIRO wait and see how claims are paid on the primary level be- Also, Just like the direct insurers, it's not known which

fore they know where they stand reinsurers face the greatest asbestos liability since most will
While no one knows the exact impact asbestos claims "It is premature for the reinsurance market to take any not reveal how much asbestos risk they have assumed.

will have on the insurance industry, the effect on rein- stand," he said Most observers say the large American reinsurers and
surers is even harder to pin down Lloyd's underwriters have the greatest share of the as-

Yet, for a variety of reasons, many observers believe that Reinsurance underwriters in London also say they bestos reinsurance market
asbestos could be even a bigger problem for reinsurers than must walt, Just like American insurers, for courts to choose 44

Far and away, they had the hong share of the market,"
it is for primary and excess insurers. between the exposure theory, which would place the cov- one reinsurer said, adding that these companies were the

They especially fear that new and somewhat financially erage burden on insurers providing coverage when work- reinsurers doing business decades ago when the use of as-
suspect players in the world reinsurance market may col. ers were exposed to asbestos, or the manifestation theory, bestos was widespread
lapse under the weight of asbestos claims, which could also which says coverage is triggered when the disease is diag- Many of the established direct insurers retained rnuch of
jeopardize the stabllity of the ceding companies nosed the risk, but what they ceded went to the large reinsurers,

Just as the liability of primary and excess insurers may "It is giving the London market some headaches in de- adds Richard E, Foss, president of National Underwriting
well depend on the particular coverage theory that is ulti- ciding how claims should be paid," said Peter Wilson, Agency in Chicago The big companies dealt with the big
mately applied by the courts (see story, page 1), so will the chairman of H S Weavers (Underwriting) Ltd Continued on next page
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Reinsurers' role Talks could lead to coverage pact
Continued from previous page
reinsurers, he sums up Continued from page 1

Much of the reinsurance is Kreindler & Kreindler said re-

believed to be with Lloyd's cently that "very significant ad- UNR's plan for resolving future claims rejected
underwriters In closing out vances have been made since No-

the books for the 1979 policy vember " CHICAGO-Asbestos companies that have filed A spokesman close to the asbestos litigation said
for reorganization to seek relief from injury suits the decision is important because asbestos com-year last summer, various "We've made tremendous
received a setback last week when a federal judge panies, like Manville, principally file forLloyd's syndicates set aside $20 progress in the last several
rejected a request to name a legal representative to bankruptcy so they can deal with future claimsmillion for asbestos risks for months," he said "There is a
act on behalf of future claimants "It is quite a significant decision," he said Thethat policy year alone (BI, greater desire on everybody's part

Aug 30, 1982) to have something worked out "
U S District Court Judge William T Hart ruled ruling is not a legal precedent in Manville's case, he

. that, under current bankruptcy law, UNR Industries added, "but it is another case with the same issue "Auditors of various syndi- "There have been hard, hard ne-
Inc could not name such a representative and that Manville Senior Vp G Earl Parker agreed the

cates (asked) for specific infor- gotiating sessions with people giv-
the resolution of future claims should be determined ruling has no binding effect on his company's reor-mation on asbestosis and un- ing up firmly held positions," an in-
by Congress ganization proceeding

derwriters did put aside a dustry source added "People who
UNR, Manville Corp and Amatex Corp have all "Under one interpretation the ruling would ap-larger amount in 1979 than in were fighting tooth and nail are

filed for reorganization under Chapter 11 of the pear to be contrary to well-established precedent inprevious years," said D P Tar making an honest, good-faith effort
lor, underwriter for A G Federal Bankruptcy Act All have asked bankruptcy law," Mr Parker said "Judge Hart's

to achieve a meeting of the minds "
bankruptcy courts to deal with claims that have not comments on the class action (future claimants) are Wrightson Syndicate "Ever One industry official said that an
yet been filed completely irrelevant to the Manville petitionsince asbestosis started, we agreement will probably have to be

In his decision, Judge Hart noted that including "We are not asking the court to bind the injured I
have discussed it with our au- reached within 60 days or not at all

future claimants in a bankruptcy proceeding could persons, as Judge Hart seems to think, but only toditors But with the growing "The momentum can only be kept result in other companies filing similar petitions to estimate the amount of the allowable claims of the 1
problems and increasing up so long," the source said

escape liability for toxic torts injured group That is a procedure specifically pro- 1numbers, you put more aside Others, however, believe that an
for it " agreement won't be reached in 60

He also noted, however, that additional asbestos vided for in a separate section of the bankruptcy

days companies could go out of business if future claims code "
are not settled soon UNR is erpected to appeal the decisionBut most observers say "I'm optimistic about it, but not

they are not concerned with optimistic about 60 days," another
the abillty of major reinsurers, source close to the negotiations reinsurers would follow, he said tty between the parties leading to a could still be part of any settlement
like Lloyd's underwriters, to said "That's a little wishful think- Several officials suggest that resolution of the coverage ques- plan
handle the asbestos claims 1ng" they think a plan could be attrac- tions, another source said Manville could include the estab-

Rather, they are concerned One of the goals of the negotia- tive to 70% to 80% of the insurers, One proposal being considered lishment of a central claims facility
about the stability of the tions j to agree upon a single inter- 90% of asbestos producers and 90% would allow plaintiffs to submit and an agreed-upon coverage the-
smaller reinsurers that have pretation of when coverage is trig- of the plaintiffs claims to the facility but would ory in its reorganization plan and
cropped up in recent years or gered for long-latent disease Those close to the negotiations allow them to withdraw and take possibly become a party to any
the stability of retrocession- claims say all three parties will have to their claims to court if they are not wide-ranging agreement nego- 
aires in faraway markets Some courts have espoused the make compromises on the positions satisfied with the result tiated

Some believe these rein- exposure theory, which says cover- they have taken so far in the as- Also, to avoid statute-of-limita- Some of the insurers that have

surers and retrocessionaires age is triggered when the victim is bestos litigation tions problems that have often been sued in California by Man-
are not nearly as well-re- exposed to a toxic substance like Under proposals now being con- forced plaintiffs to file claims be- ville over its coverage are involved
served as the large reinsurers asbestos Other courts have sup- sidered, plaintiffs would give up fore they are very sick, victims in the current negotiations with
and question whether or not ported the manifestation theory, the right to seek punitive damages who are in the initial stages of as- other defendants and plaintiffs
they could pay substantial which holds that coverage is trig- from asbestos companies, which, in bestos diseases could file a claim "There is cross-fertilization," Mr
claims gered at the time symptoms of dis- turn, would no longer seek puni- with the central facility, which Stahl of The Travelers said

ease appear tive damages from their insurers in would then be placed on suspended Manville is scheduled to file its

Reinsurers more concerned One court, in the so-called triple- the coverage litigation status If and when the plaintiff reorganization plan this week, al-
about maintaining high pre- trigger decision, said that all insur- Some of the sources also say that suffers subsequent illness or im- though sources point out the dead-
mium volume than accepting ers on the risk from the time of ex- insurers would agree to "a standard pairment, he or she can then press line has been delayed several times
quality business may not have posure through manifestation, in- grant of coverage," probably along the claim without worrying about already and could be delayed
assessed their potential liabili- cluding the intermittent latency the lines of the exposure theory, statutes of limitation again

ties well enough, one reinsurer period, should provide coverage the coverage interpretation that In addition, a plaintiff whose Another crucial issue for many
said An agreement stemming from most policyholders have sought condition deterlorates over time of the insurers is the elimination of

"(An asbestos claim) could the negotiation would be strictly However, some insurers have also could come back to the facility for the punitive damage claims filed
wipe out five years of pre- voluntary, the parties point out In- favored the exposure theory over further compensaton against them by asbestos defen-
mium with one loss," another surers, asbestos defendants and manifestation Despite the optimism, all the par- dants in the coverage litigation
added plaintiffs could all "opt in" to the Those close to the negotiations ties agree that many issues still A number of the asbestos pro-

The failure of these rein- plan or pursue resolution of their say it'S unlikely the triple-trigger have to be worked out "There's ducers are seeking billions of dol-
surers could have a domino ef- claims through continued litiga- approach, which maximizes cover- still a hell of a lot of hard issues," lars in punitive damages for the al-
feet on the rest of the insur- tion age for policyholders, would be one source said leged bad faith of insurers Man-
ance industry, according to Estimates vary as to what level adopted For example, asbestos defendants ville, for example, amended its
one scenario If a number of of participation would be needed "There is significant progress in and their insurers still dispute complaint against its insurers
these reinsurers should fail, from each group for an agreement trying to get insurance companies whether some insurance policies shortly after lt filed for bankruptcy
unreserved primary and ex- to work Once source said at least to yield on coverage in exchange claimed by the defendants actually to include a $5 billion punitive
cess insurers would be faced two-thirds of the large primary .n- for concessions in other areas," existed "It's hard to compromise on damage claim
with the same asbestos claims surers involved in the litigation William E Bailey, senior vp of the existence of policies," the The pace of the negotiations
that had thought they had would be required for a claims- Commercial Union Insurance Co, source said quickened, some of the parties say,
ceded, forcing them, too, into handling facility to be feasible said last month at a conference on He emphasized also that the par- after the Judge in the California
bankruptcy If that many primary insurers asbestos coverage ties are now only discussing basic coverage litigation-which in-

agree, excess underwriters and "No one of US 15 giving up his po- concepts and that implementation cludes Manville, other asbestos pro- »
sition We are simply compromis- would take a long time once an ducers and a host of insurers-or- )
ing for the purpose of putting up agreement in principle is reached dered a speed up in discovery pro-
with an out-of-court resolution," For example, home and regional ceedings

insurance services guide Mr Bailey said, adding that he claims offices would have to be es- Some feel that this could be a

thought an agreement could be tablished for the claims-handling major factor m pushing insurers to I
reached in 60 days facility Funding would have to be settle quickly

Also important to the plan would arranged and personnel would be Some of the insurers may not
be the establishment of a central needed want the asbestos companies to see

FIREMAN & KRAMER ATWOOD & CO. claims-handling facilit> that would "The mechanics of those (details) some of the documents included in
Defense Counsel Consulting Actuaries more quickly settle and administer have not been worked out," the the discovery order, one insurance

Claim Reviews
All NYC Area Courts claims brought by asbestos victims source said company spokesman said, explain-

Reinsurance and Reserve Analysis and significantly reduce legal Costs Another thorny problem that ing that some insurers may have
Contact Anthony LaBella, Esq for Captives and Self insurers

305 Avenue U for all the parties must be addressed involves the as- taken contradictory coverage 1
5000 Ambrose Ave

Brooklyn, New York 11223 Mr Levy, the plaintiffs' attor- bestos defendants that have filed positions for different policy-
los Angeles, CA 90027

(212) 996-9600 (2131 661-9260 ney, said that the negotiators have for reorganization, including Man- holders
been dealing with ways to reduce ville Corp, which faced the largest "Insurers see the production

- EMPLOYER'S HEALTH- 7 the astronomical expenses of as- number of asbestos claims before lt order as so horrendous that no in-
BENEFITS NEWSLETTER SMART'S HEALTH & SAFETY bestos litigation, adding that a plan filed under Chapter 11 of the Fed- surer wants to do lt," he added, not-

Cost containment. plan design, MANUAL FOR could contain significant improve- eral Bankruptcy Act last August ing that it would tie up hundreds of 
HMOs, health policy, original re
search and more A unique source PUBLIC AGENCIES ments in the way claims are being That filing stayed all claims against insurance company employees "It
of information since 1976 $3500 handled and reduce costs Manville tends to hasten their desire to reach
per year FREE SAMPLE • 30 DAY FREE TRIAL • A claims facility could "build Despite Manville's reorganiza- an accommodation with manufac-

Personnel Research Assoc

49 Oakridge Rd. DARRELL HEPPNER, SMART'S confidence" and establish credibil- tion activities, the parties believe lt turers "
Varona, N.J 07044 154 Sunnyside Or, San Leandro, CA 94577

Citicorp agrees to buy bank in South Dakota 1
Information About Software Systems AGENT/BROKER LICENSING

NEW YORK-Citicorp, the giant Under a new South Dakota stat- tionwide through a South Dakota-
for Claims, Benefits and Risk Analysis Total turn-key service In all 50 bank holding company, is throwing ute, state-chartered banks can chartered subsidiary

Call or Write states, P&C, L,A&H resident & down the gauntlet to the insurance write all forms of insurance as long A Citicorp spokeswoman said ,
RESOURCE INFORMATION nonresident Call for information

industry with its purchase of a tiny as they do not work to the detri- last week it has not yet formulated
MANAGEMENT SYSTEMS, INC RIMCO Licensing Service South Dakota-chartered bank ment of agents and brokers in any specific plans for the bank

7800 W College Drive, 1/800/527-6806
Citicorp said last week it had South Dakota (BI, March 28) should the acquisition receive statePalos Heights, IL 60463 10300 N Central Expwy #350

Phone 312/448-5911 Dallas, TX 75231 agreed to buy a controlling interest and federal approval However, Ci- 1
in the American State Bank of Observers interpret the statute ticorp had heavily lobbied South
Rapid City, SD, which has assets as an attempt to give large banks a Dakota Gov William Jankow to

For advertising information in the INSURANCE SERVICES GUIDE
 Contact Emily Webb, 740 Rush Street, Chicago, Illinois 60611 of $15 4 million and deposits of like C.ticorp an opportunity to cir- propose and sign the law allowing

Telephone (312) 649-5340 I $13 7 million Citicorp's assets at cumvent the federal Glass-Steagall state banks to enter the insurance
year-end were $130 billion Act of 1933 and sell insurance na- business
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CU's competitiveness eats into profits
By ALAN H. CLIFTON tomobile and homeowners lines will hkely be companies
and PHILIP V. OLSEN more stable classes of business than commer- Sedgwick, the largest British-based insur- British Issues

cial lines, which will still be suffering from ance broker and the second-largest world- 1 Week
Special to Business Insurance

soft market conditions We expect the shar- wide in profit terms after Marsh & MeLen- 29 Mar Price P/E Div Yield High-Low

ASURVEY OF U S independent insur- pest deterioration in workers compensation nan Cos Inc, recorded pretax profits of 73 Companies pence pence % pence pence
Comml Union 130 394 1686 130 134-127ance agents conducted last summer insurance this year million pounds ($111 million), a 29% increase
Eagle Star 365 14.5 2429 6.7 380-365

found that the most comp etit.ve Outside the United States, Commercial from 1981's 56 4 million pounds
GenI Accident 382 12 2 24 29 64 398-382

property/casualty insurer in their eyes at Union's, Royal's and General Accident's re- Such an earnings improvement-far better Gdn Ro,al Etch 410 117 2500 63 424-410
that time was Commercial Union Insurance sults all show that the markets in Australia than anything produced by the U S insur- Phoenix 310 163 2400 77 314-300

Cos, the U S operation of Britain's Commer- and Canada are beginning to turn, while un- ance broking fraternity-would not have Royal 493 127 37 86 77 510--493

cial Union Assurance PLC derwriting continues to deteriorate in Europe been possible without the weakness of the Sun Allial*0 960 160 6143 6.4 975-960

If this perception still holds true this year, and Britain British currency during the year
those same agents could be forgiven for The good news first Both Canada and This weakness has meant that the foreign Brokers

CE Heath 355 141 1871 53 355-352thinking, "We told you so," when CU's finan- Australia showed substantial underwriting revenue earned by Sedgwick's London-based
Hogg Robinson 105 81 8 57 8.2 107-104cial results were published in February improvements last year, the result of firm re- subsidiaries was worth about 7 million
JH Minet 127 11 5 5.43 43 133-127

CU's aggregate net income last year on medial action during 1981 Combined ratios pounds when exchanged into sterling and Sedg Grp 232 132 10.00 43 232-223

worldwide premium of 1,808 million pounds m Canada were reduced by about 12 percent- this benefit, together with an extra 2 million Stenhouse Hlds 106 9.9 786 7 4 107-106

(approximately $275 billion) was Just 29 mil- age points to the 110% level, while in Austra- pounds or so from the more favorable trans- Stew W,ightson 255 9 1 1857 7 3 257-255

lion pounds ($44 million) And in the United lia the recoveries were similarly great, with lation rates applied to the results of the Willis Faber 560 14 8 2500 4 5 560-547

States, Commercial Union reported a net loss losses just about halved group's substantial non-U K subsidiaries and Source· Phdip Olsen/Alan Clifton, Insurance Industry

of some 80 million pounds ($122 million) Further improvements may be hard to affiliates, combined to embellish the pretax Spefialists Kitcat & Ailken Stockbrokers,
LondonAgainst an industry combined ratio on achieve because competition remains fierce total by 9 million pounds

property/casualty business in 1982 of roughly and events like the recent brush fires in Sedgwick's underlying profit growth of
110%, CU posted 122% On personal lines, southern Australia can all too often upset cal- more than 13% was extremely good in a Hunter Co, were acquired, there has been no
CU's combined ratio was 114 9%, while on its culations tough market and reflects a real revenue ad- other major mergers in the brokerage indus-
commercial hnes classification it was 1135% But in continental Europe and the United vance of about 16% from 168 8 million pounds try, but it is difficult to believe that this rela-
The real disaster, however, was its largely Kingdom, underwriting conditions worsened to 195 4 million pounds ($297 million) That tive calm will continue for much longer Ex-
broker-produced "special underwriting" savagely last year, exacerbated by the effects compares with Marsh & MeLennan's 8% rev- pansionist managements, keen to enter the
business, which ended with a combined ratio of an exceptionally hard winter Insurance enue gain to $710 million brokerage business or become a larger
of 150 5% and an underwriting loss of $124 companies rarely seem able to make under- While Sedgwick's highly competitive do- player, are unlikely to risk waiting for pre-
million on premiums of $239 million writing profits in Europe, but Britain in the mestic retail business has shown relatively mium rates to recover

Commercial Union has taken stern action past has been a very benign territory for modest growth and the group's South Afri-
in recent months to halt its slide into horrify- property/casualty insurers can interests have been similarly restrained,
ing losses, with stringent expense controls Last year, however, changed all that Pre- ltS Australian and European subsidiaries and
and tougher pricing policles With market mium rate competition became intense and affiliates have grown more rapidly There Financial briefs
conditions remaining intensely competitive, market discipline was lost The most fierce has also been substantial growth in the rein- Alexander & Alexander
though, it may be some time before this ac- rate competition was seen in commercial surance and wholesale businesses based on
tion is rewarded by better loss experience lines, but rate hikes were even foregone in London Alexander & Alexander Services Inc has

Britain's other major insurance groups- personal auto coverages despite worsening Sedgwick does not release its investment declared a regular quarterly dividend of 25
Royal Insurance PLC and General Acci- experience and claims frequency income figures, but that income-based on cents per share of common stock, payable
dent Fire & Life Assurance Corp PLC- The upshot for CU, Royal and General Ac- both the group's own cash resources and on May 31 to shareholders of record May 2
reported much better results in the U S in- cident was aggregate losses in the United the premium float-is believed to have in-

surance market last year than CU Royal Kingdom last year of 155 million pounds creased by more than 28% despite lower in- N.Y. Insurance Exchange
posted a combined ratio of 111% for its U S ($235. million), more than 25 times the losses terest rates, and probably amounted to more
business, while General Accident again out- reported in 1981 and indicating a theoretical than 30 million pounds ($45 million) The New York Insurance Exchange re-

performed the industry aggregate with a combined ratio of some 110% In coming weeks, Willis Faber PLC, ported premium volume of $156 4 million in
108% score The evidence of 1982's operating results Mmet Holdings PLC, Stewart Wrightson 1982, up 115 7% from the $72 5 million in pre-

In 1983, we expect General Accident once suggests no early change for the better for Holdings PLC and other Lloyd's brokers mium volume reported in 1981 Fourth-quar-
more 30 produce better-than-average results, insurers in the major underwriting markets will show how the "lesser" mortals amongst ter 1982 volume rose 130 6% to $54 2 million
specifically because its orientation is toward of the world Our analysis and observations the group fared last year from $23 5 million

personal lines We believe that personal au- lead us firmly to the opinion that experience In the meantime, an assessment of the The combined surplus of the exchange's 35
will worsen further m 1983 There is still too broad outlook for Lloyd's brokers' profitabil- underwriting syndicates climbed to $159 mil-

Alan H Chfton and Phillp V Olsen are ana- much insurance capacity, and it shows all too ity in the current year suggests that real lion at the end of 1982, up from 126 4 million
lysts with London-based Kitcat & Attken few signs of diminishing growth may be muted but the pound's weak- on Dec 31, 1981
They report quarterly on the Bntish insur- Turning to the brokers, the recent publica- ness could promote a 10% to 15% profit im- The exchange's security fund, which pro-
ance industry for Business Insurance, m ad- tion of Sedgwick Group PLC's 1982 results provement tects the policyholders of all exchange syndi-

dition to supplying weekly earnings reports marks the first confirmation of the expected In the few months since two U S brokers, cates, grew 44% to $18 million from $12 5 mil-
on Bntish companies for BI Ticker good progress of the major Lloyd's brokerage Fred S James & Co Inc and Rollins Burdick hon
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Insurance Cos 6111, t V, 1  J. 2€5
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260

Aetna Life 8 Cas Co NYSE 39.13 1.6 6.7 2.64 6 7 39.63 39.00 801 0 Travelers Corp NYSE 3125 33 85 180 58 3175* 31.00 1,0867 255

American Bankers Ins Group OTC 13.00 -28 10.2 0.50 38 13.13 13.00 133 3 United Fire & Cas Co OTC 31.50 0 0 10.3 0.88 2 8 31.50 31.50 0.3
American Gen Ins Co NYSE 67.13 1 1 9.1 2.20 3 3 67.25 66.25 193 5

American Indty Finl Corp OTC 22.75 0 0 22 5 1.12 4 9 22.75 22.75 10 United States Fid & Gty Co N¥SE 49 38 -2 0 12 4 3.84 7 8 50.38 49.25 155.3

1
American Intl Group Inc OTC 85.50 -3 7 12.2 0.48 0 6 90 38* 85 SO 358 2 United Svcs Life Ins Co OTC 2000-06 60 100 50 20.38 20.00 24 1

Uslife Corp NYSE 24.25 3.2 65 088 36 24.50 23.63 287.5

American Natl Ins Co OTC 18.88 -1.9 79 0.84 4.5 19.13 18.88 62 7 Washington Natt Corp NYSE 27 50 17 0 13 3 1.08 3 9 27 50* 24.00 340 0
Ameican Sts Life Ins Co OTC 27.00 1.9 7.7 0 88 3.3 27.00 27.00 27 Zenith Natl Ins Corp OTC 20 00 9 6 10 0 0.80 4 0 20.00 18.25 21 9

Aneco Reins Ltd OTC 4.00 0.0 0.0 0.00 0.0 4.00 4.00 58.0

Aveco Corp AMEX 16.00 4.1 93 058 3.6 16.00 15.25 64 INSURANCE COMPANIES AVERAGE 10 4 39

Banks Iowa Inc OTC 42.00 0.0 11 7 1.52 3 6 42.00 42.00 05

Agents/Brokers 220

Bitco Corp

----

225

1
OTC 40.00 00 7.0 2.00 50 40.00 40.00 5.7 215

Aleander & Alexander Svcs NYSE 2188 17 00 1.00 46 22.13 21.50 266 0
Carolna Cas Ins Co OTC 7.25 0 0 10.7 0.32 4 4 7.25 7.25 35

Baldwin & Lyons Inc OTC 4150 00 7.5 0.80 1.9 41.50 41.50 50 210 4
Chubb Corp OTC 58.00 0 0 9.6 2.92 5 0 5913 58.00 127 8

Combined Intl Corp NYSE 32.13 -1 2 10 9 2.00 6 2 32.63 32.13 181 2
Corroon & Black Corp NYSE 26.38 -1 4 12.6 1.80 6 8 26 50 26.38 14 6 205
Crump E H Cos Inc OTC 10.00 0.0 14 3 0.40 4.0 10.00 10.00 14 9

Continental Corp NYSE 34 25 -28 168 260 76 3613* 34.25 601 8
ji

Emett & Chandler Cos Inc OTC 1100 11 00 0.00 0.0 11.00 10.88 63 re#4*244*244Crawford & Co OTC 19.50 -1.3 14.6 0.57 2 9 19.75 19.50 43 3
Hall Frank B & Co Inc NYSE 30.50 2 1 14.7 1.70 5.6 31.50 30.50 200 2

Crown Life Ins Co OTC 97.00 2.1 6 3 3.10 3.2 97 00• 97.00 05
Integrated Res Inc AMEX 44.38 2 0 12 3 0 00 0.0 46 25* 44.38 276 5

Employers Cas Co OTC 36.00 0.0 76 120 33 36 25* 36 00 25
Marsh & Mclennan Cos Inc NYSE 40.88 2 2 12 2 2.20 5 4 41.00 40.50 226 0 *14*Zer#"Pu,/

Equifai Inc NYSE 31.13 3.3 15 3 1.40 4 5 31.25* 30.50 32 2
Poe & Assoc Inc OTC 6.75 1 2 63 1 0.40 5 9 6.75 6.67 1.6

Excels,or Ins Co OTC 11.00 0.0 00 070 64 11.00 10.50 22
Reed Stenhouse Cos Ltd OTC 15 25 -24 14 5 060 39 15.75 15.25 2.6 The Business Insurance stock index set a

Faraers Group Inc OTC 41.75 0 9 11.3 1.36 3 3 42 25* 41.63 324 6
AGENTS/BROKERS AVERAGE 14 2 36

Foremost Corp Amer OTC 48.25 43 15 3 1.24 2.6 48 25* 46.75 32 8 record high for the 10th consecutive week,
Fremont Gen Corp OTC 22.25 -1 1 41 2 0.48 2 2 24 38• 22.25 551 9

Great West Life Assurn Co OTC 188.00 0.0 15 3 10.00 5 3 188.00 188.00 0 0 Conglomerates/Holding Cos closing at 261.1 on March 29, up 2.2 points
Hanover Ins Co OTC 45.25 40 6.8 0.88 19 46 00* 43.50 75 2 from 258.9 on March 22. Twenty-seven

American Express(Fireman's Fd) NYSE 61 88 7 4 13 7 1 80 2 9 63 00* 60 38 2,058 3
Hartford Steam Boiler Insptn OTC 48.00 -11 1 10 6 3.00 6 3 53.00 48.00 21.4 stocks closed up, 22 closed down and 15Anderson Clayton(Ranger/PanAm) NYSE 29 75 4 4 12 3 1 32 4 4 29 75 29.00 66 9
Jefferson Natl Life Ins Co OTC 4550 00 118 076 17 46 50* 45.50 27 7

Armco Inc NYSE 18.50 -0 7 00 080 43 1913 18.50 378.2
Kelper Corp OTC 41.63 -0.9 7 9 1.80 4 3 42.88 41.63 167 1 City Investing Co (Home Ins ) NYSE 30.88 -3 1 85 180 58 33 00* 30.88 785.1 were unchanged. The leading gainers
Lincoln Natl Corp Ind NYSE 51.00 3 8 9.0 3.00 5 9 51.50 49.13 159 9 CNA Finl Corp (CNA) NYSE 19 13 -06 79 000 00 19 13 1900 10.3 were Washington National Corp., 17.0%;Miswon Ins Group Inc NYSE 35.75 -1 4 89 100 28 36.75 35.38 108 3

Control Date (Comml Credit) NYSE 48 25 0 0 11 7 0.60 1 2 49.13 48.25 575 5 Orion Capital Corp., 14.4%; Zenith Na-
Nationwide Corp Ohio OTC 4150 00 153 070 1 7 41.50 41.50 1 8 General Re Corp NYSE 68.50 -0 9 14 7 1.28 1 9 73 00* 68.50 221.0
Northwestern Natl Life Ins OTC 35.75 2.9 250 1 50 4 2 35 75* 34 75 30 2 Gulf Utd Corp NYSE 27.38 -2 7 88 132 4.8 27.88 26.88 382 6 tional Insurance Corp., 9.6%; Old Republic
Ohio Cas Corp OTC 4888 -51 10.0 2 52 5 2 50.75 48.88 158 4

Cigna Corp NYSE 47.00 08 70 248 53 48.75 46.88 751 5

Old Rep Intl Corp OTC 32.75 9.2 84 092 28 32 75* 31.31 216 2
ITT (Hartford Group) NYSE 36.50 39 77 276 76 37 63* 35.88 2,194 4

International Corp., 9.2%; and Foremost
Orion Cap Corp NYSE 22 88 14.4 12 2 0 66 2 9 22 88* 20.25 137 8

Corp. of America, 4.3%. The largest
Optimum Hldg Corp OTC 888 -27 85 000 00 9.00 8.88 38

Preferred Rlsk Life Ins Co OTC 30.50 -0.8 8 2 1.00 3 3 31 50* 30.50

Provident Life & Acc Ins Co OTC 60.50 0.0 84 260 4.3 60.50 60.50 1  »ws,nhckpca. (Allatate) NYSE 35 25 -1 4 14 3 1.52 4 3 36.25 35.13 1,913 4 losses were posted by Hartford SteamNYSE 14.38 -13 8 29 0.88 59 19 13 14.88* 2,148.3
St Paul Cos Inc OTC 68.88 09 71 2.80 41 70 00* 68.75 197 0

Teledyne Inc (Argonaut) NYSE 149.25 -3 0 11 8 0.00 0 0 156.25 149.25 558 5 Boiler Inspection & Insurance Co., 11.1%;
Safeco Corp OTC 54.13 -3 8 12 9 2.40 4 4 56.25 54.13 74 2

Transamerica Corp
Sri Corp OTC 4650 16 94 112 24 47 50* 46.00 48 0 Ohio Casualty Corp., 5.1%; SAFECO

(Occidental & Fred S James) NYSE 28.00 18 98 150 54 28 50* 27.75 1,243 9

Corp., 3.8%; American International GroupSe,bels Bruce Group Inc OTC 2513 -29 124 380 32 26.13 25.13 98 5
CONGLOMERATES/HOLDING COS AVERAGE 10 5 29

Statescan Group Inc OTC 763 -1.6 56 015 20 7.63 7.63 17 2 Inc., 3.7%; and American Bankers Insur-
Tokio Marine & Fire Ins Co OTC 112.88 7 0 18 1 1.92 0.8 113.50 106.50 481 Record high/low since Jan 1 1982 0,.lim (livgn *Itni.In Infi,rn,«Ition 0,.lim.

ance Group, 2.8%. The 0.9% increase in
the 8/ index outpaced the New York Stock
Exchange composite for the period.



If you were restoring this 1917 SPAD XIII,
youtlgoto an expert.

Why buy Workers' Comp. anydifferently?

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

Location courtesy of the Owls Head Transportation Museum, Owls Head, Maine.

American
®AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880


