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Ford paw,22,500
in Pinto fire deaths
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-update:

Ford pays Pinto settlement

Continued from preutous page
Ind, and their cousin, Donna Ulrich of Roanoke, lll., were killed
Aug 10, 1978, near Goshen, Ind, when their car caught fire after it
was hit from the rear The case eventually resulted in reckless
homicide charges being filed against Ford officials for alleged
neghgence in the design of the automoblle. Ford was acquitted of
the charges m March after a celebrated trial at Winamac, Ind
Ford did not admit liability in the case
Indiana law limits compensation in wrongful death cases to
reimbursing the family for expense incurred because of the death

Lloyd's underwriters arrested

LONDON-Two Lloyd's underwriters, Christopher Moran and
Derek Walker, have been arrested by U K. police on charges of
trying to cheat Lloyd's syndicates No 290 and No. 295

The underwriters, released until Sept. 29 on $235,000 bail, were
charged with lying abot reinsurance placed for the syndicates
with insurers in Guernsey dnd Holland The missing reinsurance,
say U K sources, probably includes large aviation risks placed in
London from 1974 to 1977

Mr. Moran, principal of the large Christopher Moran & Co Ltd
insurance broking group, IS already facmg Lloyd's disciplinary
proceedings for allegedly misappropriating funds belonging to
Lloyd's syndicate No 566

He has repeatedly denied the allegations involving all three syn-
dicates since the probes began more than one year ago

Ship loss may cost $7 million

LONDONS-LIoyd's insurers face $7 million in losses in the dis-
appearance o f the Korean iron ore carrier Hang Dang Wha, feared
sunken in the East China Sea during a typhoon July 23

The vessel was carrying 98,000 tons of ore from Australia to
Pohang, Korea, and had a crew of 29

Show black lung proof: GAO

WASHINGTON-Coal miners claiming black lung disability
benefits should have to show medical evidence of the disease, the
General Accounting Office says in a new report

Coal miners who have worked for more than 25 years in the
mines are presumed to have the disease This presumption is more
appropriate for pension plans, the GAO report says

The GAO estimates 885% of the $312 9 miillion in retroactive
benefits paid under the 1977 amendments liberalizing black lung
disability benefits isn't supported by adequate medical evidence
Another $79 million is paid annually to these recipients

Preyer proposes tort reform

WASHINGTON-Rep Richardson Preyer (D-N.C), the prime
mover behind the Risk Retention Act, has introduced a new com-
prehensive product liability bill (H R 7921) to provide more uni-
formity and balance in the tort law

The legislation makes It tougher to sue a manufacturer 10 years
after a product is sold and gives employers stronger defenses if a
product is altered or modified

No action is expected during the current session

Firm wins suit against insurer

NEW YORK-Jewelcor Inc. has been awarded $4 8 million by a
federal court In Scranton, Pa, m a suitt filed against St Paul Fire &
Marine Insurance Co.

The Jewelry and catalog order firm sued the Insurer for insuffi-
cient compensation after a fire in November 1975 destroyed
Jewelcor's West Pittston, Pa, prmting company

Jewelcor, which asked for $78 million in damages, received $2.8
million of the award before the suit The firm will also receive
$304,000 m interest on the award, a spokesman said

Jewelcor may appeal the Judgment

GM starts cancer screening

DETROIT-General Motors Corp has begun a cancer screening
program for more than 4,000 woodshop employes believed to be
exposed to cancer-causing elements

The program, believed to be the largest ofits kind undertaken by
a manufacturer, will test workers for different types of cancers,
including skin, mouth, throat, bladder, lung, kidney, larynx, colon,
rectum, prostate and leukemia.

The tests are expected to take six months Workers will be re-
tested in a year.
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Multiemployer plans
threaten PBGC funds

By JERRY GEISEL liabilities of $1 5 billion The
PBGC has only $4 miillion in an-,
nual premium income and $20 mil-

lion in assets If the UMW fund

WASHINGTON-A financially
strapped multiemployer pension
plan could unload its liabilities on
the federal government over the
next two weeks, bankrupting the would have to rise to $20 per par-
federal pension insurance pro- ticipant, estimates Robert Nagle,
gram PBGC's executive director

Congress went home July 31
without passing the oft-delayed
legislation (H R. 3904, S 1076) to !
protect the Pension Benefit Guar-
anty Corp against a mountain of
unfunded liabilities accumulated

went bust, the current 50-cent an-
nual premium per participant

The PBGC itself estimates that
about 200 multiemployer pension
plans are m financial trouble and
their collapse could expose PBGC
to paying out as much as $35 bil-
by multiemployer plans lion in unfunded liabilities

Without the legislation, the And if all 200 multiemployer
PBGC became liable Aug 1 for the plans experiencing financial hard-
pension liabilities of the nation's PBGC premiums could rise to ship went under, the annual pre-
2,000 multiemployer pension $20, says Robert Nagle. mium would have to mcrease to
plans If one of those plans folded $80 per participant
and drained PBGC assets, the that Congress will pass the rescue Further complicating the prob-
PBGC would hike premiums for plan when it reconvenes the week lem, under the law now in effect,
multiemployer plans, driving out of Aug 18 an employer that withdraws from
even more plans The House already has passed a a multiemployer plan escapes lia-

A half-dozen multiemployer bill limiting PBGC liability for bility if the plan folds within five
funds are in such financial hot wa- multlemployer plans But the Sen- years of the withdrawal
ter that they now may declare m- ate bill passed July 29 Included a If the plan does fold within five
solvency, experts say If any fund provision exempting most small years of withdrawal, the withdraw-
declares insolvency before Con- employers from OSHA inspec- ing employer's liability could not
gress acts, the PBGC IS liable to tions The House refused to accept exceed 30% of net worth Because
pay the vested pension benefits of this unrelated amendment the unfunded liabilities are so
the participants The 1950 United Mine Workers enormous, in many cases it would

Pension experts are optimistic Fund, for example, has unfunded Continued on page 33

N.J. to tighten standards
for rooming home safety

By DAVID SPERLING doors, among other improve- for Brinley Inn, confirmed a
ments The Brinley blaze IS be- spokesman

BRADLEY BEACH, N J -State lieved to have started in faulty
health officials are drawing tighter electrical wiring known to insure many boarding
fire and safety regulations for "It usually takes a disaster to get and rooming houses, but FAIR
rooming houses following a fire things going," said Edwm Stewart, plan executive director Frank
here last month that killed 23 resi- executive vp of the brokerage firm Rudden refused to say if it had in-
dents of Brinley Inn of Boynton Brothers & Co in sured Brmley Inn

The new safety standards will Perth Amboy, N J.
improve insurability of some di- "But nothing seems to get done Fire protection for rooming
lapidated rooming houses, brokers until the next disaster " houses like Brinley Inn is "noto-
say. Mr Stewart said he would be riously hard to place," said Ms. Go-

The disaster also will encourage "very leery" of placing such risks lardi of NAIA Excess Lines Many
brokers to take a much closer look now Other area brokers indicated of those buildings are wood-frame
at their Inspection reports, accord- their decisions would be based pri- structures built at the turn of the
mg to one excess/surplus hnes bro- marily on the physical condition century, she said
ker and maintenance of the property Because fire insurance may be

"Rooming houses and boarding An estimated 10,000 to 20,000 el- dfficult to obtain in the standard
homes will always be a tough class derly residents live in old boarding market, many owners insure their
of business," said another E/S bro- and roorning houses in New Jer- boarding houses through the New
ker, Frances Golardi, vp of NAIA sey, most of which are in seas*ie Jersey FAIR plan or surplus bro-
Excess Lines in Paramus, N J kers, who also provide extended

Brinley Inn in Bradley Beach coverage and protection against

Rooming houses that now have housed 39 guests, 12 of whom had rent loss, sprinkler leakage and
reasonably priced insurance are been placed by the state division of vandalism
probably already following the mental retardation
standards suggested by the state,
other brokers say

The New Jersey FAIR plan is

resort communities

Mr Stewart of Boynton Brothers

The rooming house had been said he would never solicit board-
authorized to accept "high func. ing homes If they were part of a

The proposed regulations would tioning"” mental patients and el- larger account, he would try to get
require older hotels and rooming derly guests without providing the FAIR plan to underwrite the
houses similar to Brinley Inn to m- any special supervision fire policy to protect the insurer's
stall sprinkler systems and fire INA wrote the liability coverage loss ratio -

Recession watch

CHICAGO-ALt Inland Steel in Chicago, a shorter work week order for
about 2,000 junior salaried workers has cut into the staffs in the risk
management and employe benefit departments.

< In a July 28 report on the in- Three of eight people in the risk management department are now
surance coverage for the Chicago- working a four-day week Risk manager Phil Saturnino said he is re-
Fest summer festival, general shuffling the workload Some clerical workers in the benefit department
manager Thomas Drilias mista- also are working four-day weeks
kenly told Business Insurance that The four-day work week will not affect the benefits of workers, says
the coverage was about $1,000 benefit manager Jack Sheehan
cheaper in 1980 than in 1979 In
fact, the coverage for the 1980 fes- SOUTHFIELD, Mich -A 15% cutback in white-collar workers at
tlval was about $6,500 more expen- American Motors Corp here claimed three people from the employe

sive than in 1979, but about $1,000 bemlaﬁits an rlskdt]g"ﬁ%e e%ftamlgwtdown " Said Joseph Fromm

less than budgeted for 1980 e WO
assistant treasurer for employe benefits and risk management at the
» Edward N Murray is the presi- nation's No 4 automaker

errors &
omissions

..30 circulation department, 740 dent of Scarborough & Co and His comments echo the sentiment of benefit managers m simllar sltua-

Farley Marcus IS the president of tions around the country whose department staffs are being cut and at
A Yarchm & Co, agencies of Ryan the same time swamped with more work in claims from other laid-off
Services Corp in Chicago The employes (Bl, July 28)

men's names were reversed in the Mr Fromm was recently promoted to assistant treasurer from dnedor
July 28 AgenVBroker Profiles of employe benefits and risk management
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Arab sand: Lush for learning

By STUART EMMRICH

NEW YORK-For broker Alex-
ander & Alexander and risk man-
agement, the Saudi Arabian desert
is lush

Providing the insurance know- ©
how for the creation of two cities "
out of the barren sand is proving <
lucrative for A&A beyond the $10  ”
million contract ‘o

The project also is introducing x
risk management to a culture that =
doesn't even have words to de-
scribe the profession -

Eighteen months into the insur- 4
ance and risk management proJ-
ect, A&A officials say they have

positioned themselves to snare
other lucative Mideast business

Industry sources outside A&A
suggest the chance for new bum-
ness in the Mideast looked so at-

6111]=z.

mn/$.Bll/Kijig.*WL 46*4-«.1#.1

tractive that A&A was willing to
take a loss or make a minimal
profit on the contract A&A's $10
million bid was considerably
lower than most submitted to the
Saudis (BI, April 30, 1979)

But A&A officials Say it is mak-
ing a profit that compares with its
domestic operations

Anything that comes in addition
to this contract is Just gravy, they
say

"We have had preliminary dis-
cussionswith the Saudis about do-

F.-7

The language is different beyond the entrance to Yanbu, but the
function of risk management is still the same.

A&A drills Saudis on managing risk

NEW YORK-There is no way to say "risk management" in Arabic,
the words defy translation

That was one of the first problems Alexander & Alexander faced 18
months ago when it embarked on a five-year proJect to provide insur-
ance and risk management services for a mammoth government con-
struction program in the Saudi Arabian desert

"We had to go back to basics,"” explained A&A vp William Thomas,
project director "We needed simple, basic explanations of what risk
management is and how It works "

That approach was used early in the program as A&A officials
reviewed plans for a $21 million building designed to hold all the
critical administrative and financial operations of the new city Fire
protection was missing

"We wanted to put in fire suppression systems and have them con-
sider sprinklering the building,” Mr Thomas said

"We started working on this in May or June 1979 and it wasn't until
February 1980 that we convinced them that this was something they
had to do

"l finally had to go to the head of the Royal Commission and say,
'You have a $21 million building If it burns down, we can guarantee
you the replacement cost within 30 to 60 days Butthatwon'tstop you
from losing use of this building and losing momentum on the proJect
that will set you back two years You have to do more than insure
against this loss, you have to take all the proper precautions to mini-
mize its chances of happening’

"That is how he understood what risk management meant

"We had to continually use concrete examples like that " Mr Tho-
mas explained "But | guess that shouldn't have been too surprising
There aren't even that many businessmen in this country that really

know what risk management is, and we have been working to perfect
it for the past 50 years "

ingotherwork forthemandthings Oneofthe contractors on the con- busmess, Inside and outside the That time was spent putting to- culture that only recently discov-
seem to be going well there," said struction project, the largest prop- government, in the next 12 to 18 gether from scratch an insurance ered insurance

William Thomas, the A&A vp who erty-holding company in the coun- months," Mr Thomas explained program for two government-built The proJect was a learning pro-
heads the Saudi Arabian project try, has hired us to do some risk "We have had our nose to the cities that now house 18,000 and cess for both sides The Saudis

"Private businesses in the coun- consulting work grindstone for the last year and a 12,000 people and introducing the learned, bit by bit, about risk man-
try have also shown an interest "We expect to land some other half” concept of risk management to a Contmued on page 6

Strapped L.A. asks vote rs
to cap pension increases

By RHONDA L. RUNDLE to hire and retain people with this tem allows an employe with 20 or
plan if we stay with an inflation more years to retire at any age
LOS ANGELES-Unhmited rate of 102 or more” - A cap on cost-of-living adlust-
cost-of-living benefit increases to But without the reforms, pay- ments at 3% annually, without de-
retired pohce and firefighters may ments to the pension fund will ferral of such increases Full cost-
be driving the City of Angels into a take over the city budget, counters of-living raises are granted to pen-
New York City-style fiscal crisis Bill Mercer, principal admlmstra- moners under the present system,
Because of rampant inflation, tive analyst for Los Angeles That but these increases are deferred up
Los Angeles can no longer afford contribution grew to 143% of the to five years
full cost-of-living raises for pohce city's total budget in 1979, up from = An increase ofemploye contri-
and fire pensioners, argue city offi. 11 2% in 1971, he notes butions equal to 8% of salary, up
cials who support reforms This squeeze on revenues grew from 7% Plan participants do not
The reforms would cap cost-of- more serious since the passage of pay Social Security taxes
living adJustments at 3% for new Propositions 4 and 13 severely = A reduction in the service-con-
employes hampered the revenue-raising ca- nected disability benefit to a range
The drastic action, is necessary, pabilities of California cities Prop- of 30% to 90% of the normal pen-
city officials say, to reduce the rap- osition 13 imposed limits on prop- sion base The current system pro-
idly mounting debt Los Angeles erty taxes and Proposition 4 limits vides a 50% to 90% range
owes its police-fire pension sys- State income tax revenues shared
tem That liability jumped $324 with local governments The city of Los Angeles's pen-
million last year to $2 4 billion The proposed pension reform sion fund trouble began nearly 10
Police and fire unions don't buy has one obvious benefit to pen- years ago
the city' s fiscal crisis scenario sioners, both sides agree The new In 1967, the present pension sys-
"l don't believe the Clty IS going system provides that all employe tem was voted into the city charter
bankrupt,” said R C Helms, dgec- contributions will be refunded, and in 1971 pensioners won the
tor of the Police Protective with interest, ifthe employe leaves benefit of full, automatic cost-of-
League City officials are fretting before benefit payments begm living adjustments At that time in-
over inflation-swollen costs with- Under the current plan, a safety flation was about 3% per year
out figuring mflation-swollen rev- officer who terminates employ-
enues, he said ment for reasons other than dis- come from three sources employe
The two sides are squaring off in ability with less than 20 years of contributions of 7% of payroll, in-
opposing campaigns to win sup- service doesn't get back his Contri- vestment earnings from $870 mil-
port of the city electorate, which butions or any benefits
will vote Nov 4 to consider the re- Other proposed changes, hotly City contributions do not go to
forms Besides capping cost-of-liv- contested by the police and fire pension checks every year They
ing increases, the proposed plan unions, include go into the investment fund so the
boosts participant contributions to system w111 become self-support-
8% from 7%, changes vesting rudes normal pension base, currently ing
and scales back survivor benefits. based on monthly salary at the In theory, the pension debt
time of retirement The revised should be shrinking, but the city's
Current personnel would con- plan calls for the base to be the av. contribution iS growing
tinue to receive benefits under the erage of the employe's highest sal- The culprit is inflation, says the
existing plan, which links cost-of- ary for 12 consecutive months
living hikes to the Consumer Price * A reduction in survivor bene- Segal & Co in Los Angeles Actu-
Index m the Los Angeles area fits to 60% of a pension The cur- arial assumptions in the past did
"The changes create a two-tier rent system provides for a spouse not foresee the giant cost-of-living
pension plan that will be ex- to receive 79% to 100% of the pen. increases for retirees
tremely detrimental to the morale sion after the retiree's death The new proposal's assump-
of the city' s safety officers,"” Mr * A rule stopping retirement be- tions, however, do consider the
Helms said fore age 50, but requiring only 10 predictable impact of future infla-
"l don't know how we're going years of service The current sys- tion -

The pension fund was to earn in-

lion in assets, and city revenues

« A redefinition of the so-called

plan actuary, John Laws of Martin

Dentists form captive
for malpractice risks

LOS ANGELES-Thousands of California dentists are paying
their professional malpractice insurance premiums to a new cap-
tlve insurer owned by the California Dental Assn

The Dentists Insurance Co. says it has received more than 9,300
apphcations smce it opened for business July 1 That number
should rise to about 10,700 ifthe captive absorbs the bulk of risks
formerly written through a CDA-sponsored private plan

At the outset, policyholders will pay slightly more premium for
habihty coverage through the captive But participating dentists
are assured a stable source of insurance, insulated from the peaks
and valleys of the pnvate marketplace, CDA says

Ultimately, plan designers say, mvestment income earned on
reserves, low overhead and a strict claims policy should keep pre-
miums as low as possible for participating dentists

I'ne captive also promises to provide dentists with something
they have never had before. accurate and reliable statistics on
malpractice loss frequency and severity. Such claims data is not
available from private insurers

Dentists will be able to obtam maximum combined liability
limits of$5 milhon without purchasmg umbrella coverage, says Dr.
J David Gaynor, a past president ofthe CDA who helped found the
captive In other respects, the captrve coverage resembles CDA's
former plan, underwritten by the Chubb Group

The Dentists Insurance Co has been on the drawing board smce
March 1979, Dr. Gaynor says Pollcy is set by the CDA's 10-member
board of directors, consisting of dentists elected annually by the
CDA's house of delegates.

CDA selected Johnson & Higgms to be the project manager, Dr.
Gaynor said J&H, through its subsidiary Casualty Insurance Co.
Service Inc, has also been retamed to administer the plan under a
three-year contract

Unhke some physicians captives, TDIC does notrequire dentists
Joining this year to make extra payments to cover the captive's
surplus requirements Crocker National Bank has agreed to loan
the association about $4 million to meet initial capitalization re-
quirements set by the California insurance department

Coverage is not guaranteed to all applicants The CDA's under-
writmg committee has declmed five or six dentists

Coverage includes a $500 no-fault medical pay provision that
may be implemented instantly by the Insured dentist "If a patient
swallows an inlay or suffers a cut tongue, emergency medical ex-
penses up to $500 are automatically covered," Dr Gaynor said.

The plan offers three basic coverage options for professional and
premises liability, for dentist partnerships and corporations and
for dentists seekmg personal liability umbrella coverage m excess
of certain stipulated underlying personal coverages

Limits range from a minimum $100,000 per occurrence with
$300,000 aggregate coverage for professional and premises liability
to a maximum $5 million combined coverage for both individual
dentists and partnerships/corporations -Rhonda Rundie
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Merck funds deliver child-care center

VWHEN SCHOOL BELLS RING
this fall, even preschool-age chil-
dren of Merck & Co. employes will
have a place to go during work
hours.

And parents won't fret; the em-
ployer-sponsored day-care center
is less than a mile from the Merck
plant in Rahway, N.J.

The new employe benefit.
seeded with more than $5,000 from
the firm, will provide supervised
care for 51 children of Merck's
3,000 workers. Any room left over
will be opened to the public.

Employes will pay $35 for chil-
dren ages 3 to 5 and $55 for infants
3 months to 3 years.

The ratio of supervisors to chil-
dren will be 1-to-4 in the toddlers
group and 1-to-7 in the age 3to 5
group.

Though the firm's funding is
launching the program and paying

benefit beat

for the remodeling of a church fa-
cility, the employer remains inde-
pendent from the planning and ad-
ministration, said Marilyn Kohan,
executive director ofthe nonprofit
corporation managing the center.

Deferred comp

The Cook County (lll.) board of
commissioners has awarded a five-
year contract to Chicago-based In-
tangible Marketing to administer
the county employes’ first de-
ferred compensation plan.

IM was chosen over 25 other de-
ferred compensation administra-
tors in competitive bidding.

IM will handle all aspects of ad-
ministration for the plan. All re-

ports to the county and particf-
pating employes will be provided
through IM's computer facilities.
No administrative costs are
charged to the county.

Fidelity Insurance Security will
provide the plan's individual life
insurance contracts, while
Amalgamated Bank will handle
the savings account option.

An estimated 20,000 Cook
County employes are eligible for
the deferred compensation plan.
Enrollment began July 22.

An employe may make a mini-
mum contribution of 1% of annual
salary or a maximum outlay of
$7,500 or 25% of salary, whichever
is less, to the tax-sheltered ac-
count. A participant may apply his

or her deferred compensation to
one or more of the approved op-
tions and change investment vehi-
cles once a year.

Plan administrator

Kelly & Associates Inc. of Chi-
cago has been selected by Cham-
pion Parts Rebuilders Inc. of Oak
Brook, lll., to provide administra-
tive services for its five-year-old
self-funded medical plan.

The contract covers short-term
disability and health insurance,
which the company provides for

its employes. The cost of Kelly's
services was not available.

Blues enrollment

Enrollment in Blue Cross/
Blue Shield-affiliated health main-
tenance organizations throughout

IF YOU WANT FULL
SERVICE...GET PAID

PAID Prescriptions leads the field in third-party
prescription claims processing. More

companies pick PAID than any other service,

because we handle all prescription claims -

not just drug but vision and hearing, too -

with the option of immediate verification of

eligibility through our online system. No one

else does that!

Our nationwide network cf 60,000 providers is

another reason why millions of employees are

PAID people.

Speedy, efficient processing of claims is a
tradition at PAID, because we're part of
Computer Sciences Corporation, the world

leader in information services. Because we are

exclusively a service company with no interest
in the sales or distribution of pharma-

ceuticals or related products, you can be sure
our objective is the same as yours -fast,

accurate processing of your claims while

holding costs to a minimum.

PAID pioneered third-party claims processing,
and we still have that pioneering spirit. When

newer or better ways are found, you can be
sure PAID will be first. With PAID your
employees will have the most complete

prescription benefits service today...and

tomorrow.

We call it PAID-in-full Service.

For more information about PAID, call
800-631-1679 or write RO. Box 434,

Paramus, New Jersey 07652.

PAID PRESCRIPTIONS

A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

Major Offices and Facilities throughout the United States.

the country increased 20% in the
second half of 1979, the Blues re-
port.

The Blues operate 39 health
maintenance organizations and
provide services to 28 other HMOs;
with total enrollment of more than
1.89 million persons.

Enrollment in Blue Cross/Blue
Shield dental program also was up
20.8%in 1979, with 7.3 million sub-
scribers enrolled.

Benefit beat keeps insurance and
emplove benefit managen up-to-
date on what other companies are
doing and developments in the
benefit field. We'd like to know if
you've made any changes. Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5442.

around

the states

AlA joins
Ohio drive

onNn comp

coLuMBUS-The American
Insurance Assn. is joining the
movement to amend Ohio's consti-
tution to permit private insurance
companies to underwrite workers
compensation coverage in the
state.

The AIA and the Independent
Insurance Agents Assn. of Ohio
are launching a petition drive to
get the constitutional amendment
on the 1981 ballot and a campaign
to push for its passage.

Ohio law currently permits em-
ployers to insure workers compen-
sation only through self-insurance
or the state fund.

The proposed constitutional
amendment would permit private
insurers to compete for the busi-
ness; require the state to regulate
workers compensation insurers;
preserve the state fund, and safe-
guard the right of employers to
self-insure.

The state fund is $540 million
short to pay losses incurred
through 1978, an auditor's reports
shows (BI, July 21).

Medical coverage

HARRISBURG-About 6,500
Pennsylvania physicians and sur-
geons will pay about $3 million
more a year for medical malprac-
tice insurance premiums, effective
Sept 1

Medical Protective Co. was
granted an average 19.8% rate in
crease by acting Pennsylvania in-
surance commissioner James R.
Farley.

The company had sought an av-
erage 30.4% hike.

Blues appeal

ST. LOUIS-Blue Cross of Mis-
souri is appealing in court Mis-
souriGov. Joseph Teasdale's order
that the plan slash its premiums
and refund half of a $43 miillion re-
serve fund.

If Blue Cross is forced to cut its
reserves in half, premiums could
be reduced across the board by 7%
to 20%, the state says.

The insurance division also rec-
ommended that Blue Cross im-
prove its investment policies and
documentation of rating proce-
dures and halt prepayment of
costs to hospitals. -



This president of three steel
specialty f s expects
an insurance partnership:

_44. >

*44244%*5,0
4*34%41 & C

Shek foudd it. With W-ILsau

Mariel Coombes is president and CEO of Adzona safety record up. Otherwise, your insurance *

Custom Manufacturing, Arizona Custom Steel,
and Eagle Erectors ... three mid-size firms busy
growing in the fields of steel fabrication and
low-structure erection. Like all presidents of
successful firms, she faces a myriad of challenges
every day. But she's found that a solid relation-
ship with Wausau Insurance Companies can
help her meet many challenges faster, better,
more profitably.

Mrs. Coombes says,
"You must be able to
count on an active
'partnership’ effort
with your insurance -
carrier - to cut your3y
losses, control your
costs, and keep your

zy="-Ba WAUSAU
__ INSURANCE
COMPANIES

IL -1£ 4[*a F.UKA® Employers Insurance of Wausau

WAUSAUWORKS.

simply isn't working right. We've found Wausau
works just fine throughout our broad range
of coverages"

Dennis Miller, Wausau sales representative in
Phoenix, says, "Sure, Mariel makes us work for
a living. Justifiably so. Because questions and
answers are continual in specialty businesses
such as hers. But we give her one less thing to
worry about because of Wausau's high level
of service, safety
and health expertise,
and underwriting
flexibility:'

Wausau makes bus-
iness insurance work,

like nobody else in
the business.
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PCS = Professional
Cost
of the nation's largest
S ave rS iinsurance companies,

Health & Welfare funds and major employers are endorsing

It's no wonder more

Prescription Drug Plans. Usually with PCS. It's a low-cost bene-
fit . . less than half the cost of a typical dental plan: yet, much
more visible.

it makes a lot of sense!

And, that's why the majority of firms choose PCS - The
Professional Cost Savers - to administer their Prescription
Drug Plans. In the long run, PCS has proved that its sophisti-
cated costcontrols can save much morethan most firms thought
was possible.

And, that's not the onty way you'll save. PCS can cut your
aspirin bill by taking the headaches outof Prescription Drug Plan
administration. PCS is the Number One administrator of Pre-
scription Drug Plans. because we've been doing it for years
- better, faster, more reliably than anyone else!

Big claim? You bet. But, we can prove it. So, let us tell you the
complete PCS Story. Write: Pharmaceutical Card System, PCS
Building, 2005 North Central Ave., Phoenix, AZ 85004 Or,
Phone: (602) 257-1500, Ext. 251

PHARMACEUTICAL P( :S

CARD SYSTEM, INC.

a Foremost-MeKesson Company

Saudis strike risk

Continued from page 3

agement, and Mr. Thomas, who
colleagues say has "the patience of
Job," learned he would need it.

"We did not have the freedom in
our broker operations that we
Would have here,” Mr. Thomas
said in a recent interview during a
leave in New York.

"Everything we did-from the
marketing of insurance programs,
to setting liability limits, to pick-
ing deductible levels-had to go
through a process that involved us
posing alternatives, giving our rec-
ommendations, backing up those
recommendations with data and
then waiting for a decision to come
from the Royal Commission.

"We started putting together the
insurance program in March 1979.
The insurance just got placed ef-
fective May 1, and they were well-
pleased with that time frame,” Mr.

Thomas said ruefully. "I was beat-

Most people budget

for day to day expenses,

but when unexpected costs spring up

they can disrupt even the best savings plan.
That's what makes dental coverage so
valuable in today’'s insurance marketplace.

Crown Life is one of the most flexible and
innovative carriers of Group Dental Insurance
in the business, with sound plan design and
competitive rates.

Crown's approach organizes dental services
into a series of levels. In this way, the Dental
Plan can be constructed to best meet your
clients' needs and financial resources. Larger
groups can begin their plan with Preventive
Services such as examinations and X-rays
plus Minor Restorative Services like fillings
and extractions. Many firms will also want to
include Major Restorative Services such as
crowns, bridges and dentures and then

complete their coverage with Orthodontics for
—h »ilcAdrer _

Firms with 10 to 49

employees can include one

of several available Dental Plans

along with any Health Plan other than Weekly

Income in the Crown Employee Benefit
Packages.

Crown Life's wide variety of Dental Plans can
enable you to meet the demands of today's
market. To get the total picture of what Crown
has to offer send in the attached coupon or
call your local Crown Life General Agency or
Group Office.

Complete and mail this coupon today!

: Crown Life Insurance Co., Group Marketing Dept, :
- 120 Bloor St. East, Toronto, Ontario, Canada M4\W 1 88 i

= Ml —a m =™ W = —
: Company

- Address

State 7ip

81-08/11/80 -

*CROWN

— ===, LI FE INNS U R NCE COoOnNMMTMPA RN Y —

HOME OFACE, TORONTO, CANADA

ing my head against the wall be-
cause | thought it was taking too
long. But they were very eau-
tious.”

The final wrap-up program, cov-
ering two main contractors and
475 contractors working on the Ju-
bail and Yanbu projects, was the
first of its kind in Saudi Arabia. It
was built on the principle of the
country expanding its use of in-
ternational insurers while bol-
stering its own insurance industry.

Royal Reinsurance Co. of Lon-
don was picked as the lead under-
writer for the project during a bid
process that started with 25 top in-
ternational companies and was

narrowed to five finalists.

Royal retains 25% o f all the poli-
cies written on the project and will
handle all the claims administra-
tion. The rest of the coverage is
divided almost equally among the
30 Saudi majority-owned insur-
ance companies in the country.

Willis Faber & Dumas was se-
lected to place the excess insur-
ance, but is restricted to using only
Lloyd's of London syndicates.

Included in the coverage is a
contractor's all-risk policy, with a
$50 million per occurrence limit
and a $30,000 deductible; a com-
pleted property policy with the
same limits and deductible and
marine cargo, with a $10 million
limit on each carrier and a deducti-
ble o f 1% of value shipped, with a
minimum of $1,000 and a max-
imum of $10,000.

Also included is comprehensive
general liability, with d primary
layer of $3 million and excess re-
vealed only as "adequate for any
exposures we think they might
have." Liability deductibles are
$1,000 per loss.

"We are not completely satisfied
with the level of deductibles,” Mr.
Thomas said, conceding they are
extremely low for a project of this
size.

"But when you are dealing with
an organization that has always
bought first-dollar coverage and
has for the first time gone into a
wrap-up program-trying to un-
derstand the whole concept o f de-
ductibles-this was a big first step.”

The Saudis will pay an annual
premium of more than $6 million,
Mr. Thomas said. This is a 29% sav-
ings from the premium they would
have paid under the old system of
contractors buying insurance indi-
vidually and charging it to the gov-
ernment as part of the construe-
tion costs, he said. The savings
took into account the $10 million
in fees paid to A&A.

The project is being adminis-
tered by a joint venture of A&A
and a Saudi company, United
Commercial Agencies.

Now that the insurance is
placed, 13 staffers in Saudi Arabia
are working on A&A's mAjor ob-
jective: exporting the concept of
risk management.

"We never say we are their insur-
ance people; we are their risk man-
agement consultants,” Mr. Thorn-
as said.

Already there have been sonne
results. The government has ap-
pointed a director of risk manage-
ment and businesses have some
interest in the idea, Mr. Thomas
said.

AnNnd he said the government
could save some money on the in-
surance for the construction pro-
gram if the procedures work out.

"We have been touting the safety
and loss-control programs to the
insurers and the Saudis’' commit-
ment to them. We got an agree-
ment that the insurer would take
the premium, automatically keep
20% of it, pay all losses and loss
expenses from the remaining 80%,
and if there was anything left, the
Saudis would get 30% of that,” Mr.

Thhormas sa=aid. -



WHEN THE MAJORITY OF FORTUNE 5005

BROKERS NEED SPECIALIZE[> COVERAGE
THEY LOOK TO PIA. WHY?

Because risk managers insist that brokers produce policies suited to their needs.
And brokers insist upon PIA for the following reasons:

* PIA provides the broadest forms of coverage. - PIA is flexible and has the innovative ability to design

* PIA offers service; we readily assist in answering policies suited to each company's needs.

the needs of the broker's client. * PIA has the experience and the reputalion for reliability...
and thot is why PIA is The Broker's Broker.

FIDUCIARY LIABILITY ERRORS 6 OMISSIONS

For corporate sponsored plans
For governmental plans
Multi-employer plans
(Jointly managed Taft-Hartley plans)

Non-profit boards
Executors & executrixes of estates

Actuaries

EXTORTION. KIDNAe OCCUPATIONAL HAZARD
RANSOM INSURANCE

Multi-national corporations A unique program designed to provide
Special banks program first dollar coverage and cash flow
Domestic corporations for catastrophic types of loss to

Financial institutions self-insurers of Workers' Compensation operating
as a qualified self-insurer or through
a captive insurance company.

Association programs

The Broker's Broker.

Professional Indemnity Agency
110 East 59th Street-Suite 900

New York, N. Y. 10022

Tel (212) 421-2033

Dom. Telex 148-435/Inter. Telex 620-129
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editorial opinions

Balancing benefits

(ORPORATE EXECUTIVES responsi-
O-'ble for employes' retirement benefits
need a more sensitive sense of balance
than ever.

Inflation is making it tough for retirees
to get by on what once looked like a great
retirement income and it is squeezing cor-
porate profits. Designing an adequate re-
tirement program a company can afford is
now more difficult than walking a
highwire carrying squirming circus mon-
keys.

The special spotlight report in this issue
delves into the problems of sustaining re-
tirement benefits in the face of raging in-
flation. Experts recommend solutions
ranging from granting periodic pension

' benefit increases at corporate discretion to
1 maintaining both defined benefit and de-

fined contribution plans.

Few pension experts recommend index-
ing pension benefits to the Consumer
Price Index, saying such generosity will
drain corporate coffers. They defend their
position by stressing that the CPI includes
the cost of goods and services retirees

don't need.

Before everyone dismisses indexing,

I we suggest that an index more accurately

reflecting the cost of living for retirees
needs to be developed.

Retirees don't all live in mortgage-free
1 homes. Many pay rent. They eat. They

need medical attention and medication
more than the younger set. They still need
social contact with the world, including
growingly expensive entertainment,
whether it be the opera or the fights.

* Senior citizen discounts provided by

some businesses can't offset the increased
cost of life's necessities and special needs.

The Department of Labor or the Social
Security Administration should develop a
CPI for retirees considering their lifestyle
and special needs. A well-constructed reti-
ree CPIl would provide information
needed to determine how much ination
is weakening retiree buying power.

If this retiree CPI is lower than the CPI,
corporations and their consultants would
be more inclined to index pensions to this
special inflation measure.

Promising employes relief from infla-
tion that is tied to a special CPI will gener-
ate more employe appreciation than a his-
tory of ad hoc increases.

business insurance

If the new retiree CPI is higher than for
the general population, the problem of in-
adequate retirement income is more se-
vere than suspected and demands even
more attention.

This new CPIl would be a better guide
for Social Security increases, too.

We're not suggesting that retirees
should live in a style many hoped for in
better economic times. Salaries aren't
keeping pace with ination either. Retire-
ment benefit increases also must be held
in line with percentage increases for active
workers.

We think an accurate retiree CPI will
provide the facts needed for corporate ex-
ecutives to design retirement benefit pro-
grams that will balance retiree needs and
corporate costs, and get rid of the mon-
keys on their backs.

VWho listens?

KrORTHWESTERN NATIONAL Bank
i vin Minneapolis has pioneered an idea
that would be a good test of a benefit com-
munication.

The bank inserted a sentence in a long
booklet detailing electronic money trans-
fers that the government required to be
mailed to customers. The sentence offered
$10 to anycustomerwho wrote tothe bank
in response.

No one asked for $10, proving the bank's
point that the government was forcing dis-
closure of information customers neither
wanted nor used.

But benefit managers can adapt this
idea. Companies should insert a similarof-
fer in an employe benefit plan report. In-
stead of money, any affordable bonus
could be offered.

The response would measure the effec-
tiveness of the communications effort,
showing how many had read the report.

Because recipients of benefit plan re-
ports are in closer contact than bank cus-
tomers, there's more of a chance that one
or a few employes could tip off everybody
else to the bonus offer.

As long as the company offers a bonus it
could afford to give every employe, this
development would be welcomed, too. Ev-
eryone would then be talking about and
reading the benefit communication.
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Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, lIt. 60611.

Infeasible expenditure

To the editor: The article an-
nouncing the U.S. Department of
Health and Human Services' insti-
tution of a $200,000 grant to do a
feasibility study in Rochester
raises issues (Bl, July 21).

Is it reasonable that the federal
government should spend taxpay-
ers' money for a feasibility study of
an area of service in a marketplace
that has the ultimate in medical fa-
cilities? Is there any doubt that the
federal government will grant the
$200,000 for a feasibility study? It
certainly looks as though on com-
pletion of the feasibility study, it
undoubtedly will show the need
that the HMO group seek a half
million dollars or $1 million from
the federal government to initiate
an HMO program.

It seems ridiculous that this pro
gram should be considered. Your
own article states that hospital
costs for Olmsted County resi-
dents using Mayo doctors is 30%
less than the national average.

When the HMO is established,
will its loss ratio and year-end ac-
counting reflect the federal money
that is poured into it? True to form,
the HMO will undoubtedly negoti-
ate a discount from the hospitals.
When a nonprofit hospital gives a
discount to an HMO, does it then
charge the cash customer or the
fee-for-service insured more
nnoney?

This letter is written by a preju-

DONALD A. WALSH,

Advertising Di,ector-New York
(212-986-5050, Ext. 15)_

diced administrator of self-insured
fee-for-service plans.

R.B. Swanke

President

Swanke-Lapp Inc.

Minneapolis, Minn.

Put asunder

To the editor: The article "Sepa-
rate fires destroy plant, industrial
park" in your July 14 issue sent me
running to my son's atlas to see if
there were a New Orleans in New
Jersey, because from my long-ago
study of geography | remembered
that New Orleans was a long dis-
tance from New Jersey. So |
couldn't understand how the two
fires could have been anything but
separate.

But my consternation, engen-
dered by the adjective "separate,”
was relieved on finding there is no
New Orleans in New Jersey, so an
accolade to Ellis Simon and Mary
ANn Matlock for preciseness-or
perhaps they were momentarily
confused by today's association of
"separate" in the phrase we read
too often, "separate but equal.”
The two fires were almost equal in
the losses which resulted.

In spite of which carping, we
thoroughly enjoy your periodical.

Howard B. Allen
General manager
Morrison Insurance Service Co.

San Francisco, Calif.

ROBERT L. NIESSE,

Midwest Sates Manager-Chicago

(312-649-5276)
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Ever wonder what most HPR insurers do
with your 3 year deposit?

They use it to feed their own interests.

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

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

At Commerce and Industry, we do
things differently.

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

them grow on your money.

Or you can come to Commerce and
Industry Insurance Company.

And use the same money to grow a
little yourself.

Commene & Industry Insurance Co.

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

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

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

So the choice is yours.

You can go to someone else and let

TheAlG Companies.

Let us take the risks.

For more information, contact Commerce & Industry Insurance Co., Dept. A, 70 Pine St., New York, N.Y. 10270.
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ARE YOUR DISABILITY PROGRAMS UNDER CONTROL?

JACOBS DISABILITY MANAGEMENT SERVICES

SPECIALIZES IN CONTROLLING DISABILITY COSTS.

SERVICES INCLUDE:

- PLAN AUDITS - PLANDESIGN

- CLAIM MANAGEMENT - SHORT TERM/LONG TERM PLAN INTEGRATION
- FUNDING ANALYSIS - REHABILITATION COORDINATION

THIS IS THE ONLY SERVICE OF ITS KIND. FOR MORE INFORMATION, PLEASE CONTACT:

MR. RICHARD LEWIS

VICE PRESIDENT

THOMAS L JACOBS & ASSOCIATES
222 W. ADAMS

CHICAGO, IL. 60606
312-346-0155

LONG & SHORT TERM PLANS - DISABILITY PENSION - DISABILITY WAIVER

Communication

takes contact,
expert explains

CHICAGO-When it comes to
communications, you might want
to listen to Ma Bell: Reach out and
touch someone.

Human contact is the key to suc-
cessful employe benefit communi-
cations, says Robert Zabel, presi-
dent of NW Ayer ABH Interna-
tional-Chicago.

Employers wililearn how to per-
sonalize their communications at
the Business Insurance Communi-
eating Employe Benefits Confer-
ence here Oct. 26-29.

With a speech entitled "VWhat
I've Learned in the Advertising

Don't base your insurance program on a single pitch.

It's too easy to wind up with a "leaner" just when you
need a steef ring of protection around your stake.
For more than 60 years, the specialists of Ebasco
Risk Management have been analyzing the insur-
ance programs of municipalities, industries, associa-
tions, as well as health care facilities. We are experts

it is needed.

monitor such plans, anc advise on reinsrance where

Sometimes a «Captive" insurance company or
"Association Mutual" insurer is chosen. We conduct

studies to determine the feasibility and potential

in the control of claims and the prevention of losses.

As a result, we can offer world-recognized exper-
tise in plugging gaps in our clients' protection plans

and in stripping away expensive, unneeded coverage.

Sometimes a properly structured self-insurance
program is the client's best choice. We design and

benefits of such a move. We create and manage
such companies both in the United States and 'off-
shore" including the largest and most successful
off-shcre captive in American industry.

To make sure your insurance program is un-
beatable call or write for our free brochure, or for a
no-obligation initial review and discussion.

EBAIO

EBASCO RISK MANAGEMENT CONSULTANTS, INC.
A Subsidiary of EBASCO SERVICES INCORPORATED

New York: Two World Trade Center, New York, N,Y. 10048, Tel- (212) 839-1334, Atlanta: 145 Technology Park, Atianta/Norcross, GA 30092, Tel: (404) 449-5800,
Chicago: 150 North Wacker Drive, Chicago, IL 60606, Tel (312) 346-3438, Newport Beach: Gateway Plaza, 130 Newpoft Center Drive, Newport Beach, CA 92660,
Tel: (714) 759-7100, Bermuda: Airtie House, PO. Box 1617, Hamilton 5-24, Bermuda, Tel: (809) 292-0124

Business in 111 Years," Mr. Zabel
will show the importance of word
choice and tone o f voice.

"You've got to be yourself and
not try to preach or talk down tc
employes," he said.

Highlighting the conference will
be the presentation of the BI
awards honoring the best com-
munications programs.

The awards, to be presented at a
dinner Oct. 28, are in five catego-
ries: booklets, personalized corre-
spondence, audiovisuals, special
projects and total program.

The conference begins on Sun-
day evening Oct. 26 with the film
"Medi$ense."

Monday morning, Alan Siegel,
president of Siegel & Gale Inc.,
will explain techniques for simpli-
fying the benefit message.

Concurrent sessions in the
morning and repeated after lunch
are:

- Designing benefit programs to
benefit employes, with William J.
O'Connor, executive vp of Source/
Inc.,and David A. Williams, presi-
dent of Williams Communications.

- Pacing your message, with
John G. Willard, acting relocations
administrator for Rockwell In-
ternational.

. Tools, tactics and timing, with
Terrance T. Toth, director of com-
munication services at Buck Con-
sultants Inc.

Monday's luncheon will feature
entries to the Bl competition.

CPC International's use of an

imaginative benefits story will be
explained after the afternoon ses-
sions by Richard T. Whitman, a
partner with Kwasha Lipton.
. On Tuesday morning, Herbert
Zeltner, group vp of Crain Com-
munications, will ,lead the audi-
ence in judging the effectiveness
of various programs.

Tuesday's luncheon features
Thomas F. Masloski, director of
communications for Source/lnc.,
examining the role of corporate
advertising and public relations.

Kathy Groon, audiovisual train-
ing coordinator for Jewel Food
Stores, begins the afternoon with
an account of how Jewel's use of
audiovisuals has affected claims.

Joseph Young, vp-manager of
compensation and benefits for
Bank of California, will demon-
strate how to adapt communica-
tions to new employe needs.

Wednesday morning's program
is on how and why to develop a to-
tal program, with Walter D. Le-
Grow, director of personnel ser-
vices for Control Data of Canada.

How to deal with the legal de-
partment will be revealed by
Robert W. Ridley, partner with
Forster, Gemmill & Farmer.

A registration fee of $385 in-
cludes admission to all sessions
and functions, materials, recep-
tions, luncheons and the awards
dinner. Hotel reservation forms
listing preferred rates for confer-
ence attendees will be provided.

You may substitute the name of
another person from the same
company without penalty. A full
refund is available if a cancellation
is received in writing by Oct. 1.
Persons canceling later will pay a
$100 service charge.

A 10% discount is offered for ad-
ditional participants from a firm
registered at the same time.

Make checks payable to Crain
Educational Division. Send to
Crain Educational Division, 740 N.
Rush St., Chicago, Ill. 60611.
Phone toll-free at 800-621-6468; in
IHlinois, 312-649-5242. -



CG CLAIMS PEOPLE
HAVE SOME REAL CLAIMS TO FAME.

Let's say you call your CG claims person with a routine
question. Our claims to fame go beyond simply being able to
get fast answers from a computer.

The people who work in our national network of claims
offices aren't just people who can talk to machines, but
top-notch people who are skilled at providing you with virtually

- trouble-free service. The Benefit Analysts in our claims offices,
assigned to your account, will know your policy firsthand.

We know that whenever you have a claim, you're looking
for answers that are not only prompt, but accurate and
thorough. CG claims people really excel at coming through
for you.

CONNECTICUT GENERAL INSURANCE CORPORATION, HARTFORD

COMING THROUGH FOR YOU THAT'S WHAT CG PEOPLE Da
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Star executives

keep show going
during recession

By LEN STRAZEWSKI

STRATFORD, Ont.-William
Hutt is Canada's premier Shakes-
pearean actor. He also may be the
perfect risk manager.

He doesn't buy the insurance for
Stratford's annual festival of Shake-
spearean and modern theater, but his
job as associate director demands he
understand the nature of risk.

Already the featured performer

Thecracktroopmission:

writing the

tough excess casualty classes.

INncreasingly,
over the years,

< calling on Baccala &
Sho

op has become the

instinctive thing to do for
brokers seeking coverage for unorthodox risks.

To this specialty, the crack troop of Baccala &
Shoop brings a great deal of behind-the-lines
experience-reinforced by intuition and
innovation. And because each excess program
requires a strategic approach all its own,
there's no such thing as an underwriting
assembly line at Baccala & Shoop

It takes considerable in-house capacity

/ to be as active as we are in these markets.
Consider the casualty policy limits of

Baecala & Shoop: up to $10,000,000 in
Umbrella Liability, up to $5,000,000 in

Excess Workers Compensation and up to
$1,000,000 in Gap/Buffer Layers. For property

coverage, our limits are up to $10,000,000 per
risk as first loss or excess of loss.

, Something else we bring to producers is
7 market consistency. We don't open the
door on hard-to-place classes when

the economy is good and then slam it during

a slowdown.

For the highest degree of professionalism
in excess and surplus lines, call on

Columbus, OH
(614) 846-6666
Houston
(713) 777-4530
New York
(212) 943-2070

San Francisco

(415) 777-4300

Baccala & S
that's deploye

hoop-the crack troop
d from coast to coast.

Baccala & Shoop
The crack troop
in underwriting management.

Atlanta
(404) 231-9272
Dallas

(214) 233-0201

Los Angeles
(213) 385-6266
Philadelphia
(215) 567-2700

Seattle

(206) 624-8711

Chicago
(312) 853-2777

Denver

(303) 399-4023

Minneapolis
(612) 545-4300
Phoenix

(602) 957-4580

in two plays, Mr. Hutt stands in for
his fellows in other plays because
he alone knows every role. His ver-
satility is so famous that during the
stage adjustment of"The Beggar's
Opera," | expected the manager to
announce that due to a crack in the
floor the play would be performed
on William Hutt's back.

Risk and benefit managers whc
feel recession-spurred cutbacks
are putting more weight on their
backs may find themselves acting
in a variety of roles.

No one likes to talk about cut-
backs, just like thespians don't
like to talk seriously about injured
performers. But losing staff and
well-fed budgets is another risk.
Since human assets can't be com-
pletely insured,
staff manage-
ment demands
flexibility for se-
curity.

"I haven't had
any cutbacks
yvet," a benefit

manager for a f
U.S. corporation
told me, "but if
they do come I'll
know what it Strazewski

will mean.

"Cutbacks will start with the
clerks and secretaries so if | want
some data tabulated, I'll probably
have to do it myself. Imayeven have
to do some of my own typing.

Another benefit executive
whose assistant routinely explains
employe benefit programs to
workers says he may have to take
on a performance or two himself.

"It' s not all that bad," he said. "I
haven't had to do any of that for a
year or two, but | could enjoy it.
It's not that I'm out of touch with
employes. I'm not. But sometimes
it's good to talk face-to-face."

Benefit and property/casualty
programs already set in place
probably won't suffer, but plan-
ning may. That's a clear liability of
slashed funding and a smaller
staff. Just keeping the show on the
road may take a full effort from the
department manager.

And the manager, like actor Mr.
Hutt, may find himself flying in
every role as the day demands.

"We have to face it," a risk man-
ager for an international corpora-
tion remarked. "As managers we
are all part bureaucrat. We natu-
rally tend to assign away our work
to assistants and specialists.

"We have a natural tendency to
expand our staff to do more for us.
That's not bad because it gives us a
chance to look at new ideas. But
we are doing less of the nitty-
gritty."

If the ax falls, he promises to be-
come a man of many faces.

Working overtime isn't fun, but a
risk or benefit executive's own
skills seem to be the only insur-
ance against a recession-provoked
management disaster.

When Mr. Hutt took the stage as
Leonata in place of an ill performer
in Shakespeare's "Much Ado
About Nothing" only a few hours
after his lead role in "Titus An-
dronicus,” | couldn't tell if he had
rehearsed for four hours or 400.

He was the consummate profes-
sional, calling upon years of expe-
rience and great personal skills.

The audience responded with
vigorous approval. So will top
managers watching star execu-
tives perform to their fullest. .



Great problem solvers
of the 20th century.

Albert Einstein

The Wright Brothers Henry Ford

First there was Freud. is none. Because when it comes to solv-

Then Madame curie. Using captive reinsurance ing problems, a company that's

Then Einstein, the Wright facilities in developing plans to il gaining experience could
brothers, Henry Ford and lko minimize your income tax. leave you with a bad experience.
Srandaner And making financial protec-  Which is why the world will

e Brandstatter tion affordable at a time when always remember the contribu-

Like all AIG Risk Management everything else isn't. tions of Freud, Einstein and
account executives, he's doing for AIG has one of the most Brandstatten
his profession what other greats experienced risk management AIG Risk Management.

have done for theirs. services anywhere. In fact, our

Solving problems that many people have solved pr6blems that

would consider unsolvable. others don't even know exist.
Like setting up note programs That's important for you to The AIG Companies.
to improve cash flow where there know. Let us take the risks.

For more information, contact AIG Risk Management, Dept. A, 70 Pine Street, New York,- N.Y 10270. A Member Company of American International Group.



These subjects will be part of the agenda al The National Conference on Risk & Insurance Management.

The CHANGING ROLES OF BROKERS,
BUYERS & INSURERS . .

. how these
changes will impactyourposition in the 80s.
How.to set up and operate an ASSOCATION
or MULTI-OWNER CAPTIVE.

Ways new energy sources are increasing the
need for MARKET CAPACITY ... and how
the insurance industry is responding.

How to handle TAX & LEGAL PROBLEMS
relating to captive insurance companies.
FEDERAL & STATE LAWS: Can

"lobbying" play a major role in the passage
of favorable legislation?

How to adopt cost-effective TECHNIQUES .
IN RISK MANAGEMENT to improve your
insurance program.

WORLD INSURANCE MARKETS: Update
from Bermuda, Europe and the U.S.

How to design a LOSS PREVENTION
program with built-in cost savings.
INSURANCE MARKETS for DOCTORS,
LAWYERS & HOSPITALS . ..an update on
important developments.

How to rate YOUR BROKER ...
the fees vs. commission question.
RESERVING PRACTICES ...
offer the greatest advantages?

answers to

which trends

How you can reduce your WORKERS'
COMPENSATION costs.

MERGERS & ACQUISITIONS in the
brokerage and agency field.

DIRECTORS & OFFICERS LIABILITY
INSURANCE - latest market developments.
AFFILIATED SERVICES - how risk
managers feel about this new-relationship with
brokers and insurers.

How to design SIMPLIFIED LANGUAGE
INSURANCE POLICIES (property and
casualty).

How to place NEW BUSINESS through The
New York Insurance Exchange.

Outlook for the REINSURANCE MARKET

during the next 10 years.

These subjects will be part of the agenda at The National Conference on Employee Benefits Management.

Where NATIONAL HEALTH CARE is
going...
The EMPLOYEE BENEFITS

DEPARTMENT: Why you should run it like
big business.

and what it's going to cost.

How recent amendments to ADEA and
TITLE VIl are affecting your benefit
program.

3 100 VESTING: What are the alternatives?
"COLAS": Their impact in the 80s.

The increasing concern over FIDUCIARY
RESPONSIBILITY: What you can do to

protect your administrators.

Corporate tools that put the clamp on
SPIRALING PROGRAM COSTS.

SELF-INSURANCE: A possible path to cost-

containment.

Keeping competitive: a new REIIREMENT
POLICY for the 805.

How to effectively design and administer a
GROUP INSURANCE PLAN.

The problem of sky-rocketing HEALTH
CARE COSTS: What you can do-now to get

them under control.

How to use PERKS: Keeping your highly
compensated employees from moving on.

THE ROLE OFTHE ACTUARY:
Unmasking the actuarial mystique.

What you can do to beat "STAG-

FLATION" ... and, how it's increasing your

program costs.
COMMUNICATING YOUR BENEFITS
PLAN: What to tell your employees...

how to tell them.

and,

Letting employees select their own benefit
plan ... the CAFETERIA APPROACH TO
EMPLOYEE BENEFITS.

The future of ERISA: What's coming up in
the 80s.

If You*e Concerned with the Issues Above,
Then Mail the Coupon Below.

This coupon can reserve space for
you at the 1980 National Conference
where the issues that trouble you most
will be discussed, debated, Possibly
even disputed.

Plan to attend The National Conference on
RISK & INSURANCE MANAGEMENT ...
or The National Conference on EMPLOYEE
BENEFITS MANAGEMENT.

These Con ferences take place concurrently,
September 29 through October 1 in Phoenix.
At The Pointe, a luxurious mountainside
resort that offers meticulous conference
facilities amid every convenience for
demanding guests.

Special reports... panel discussions...
practical workshop sessions.

The

Pointe

NATIONAL
CONFERENCES
S5Er[29-OCT.1.1980 1

RISKS INSURANCE

These important
national conferences

EMPLGEE BENEF|TS, will take place at The
Pointe, a 100-acre resort community
tucked onto the edge of a 2700-acre
mountain preserve. And just 15 minutes
from Phoenix's Sky Harbor Airport.

Conference attendees requiring
overnight accommodations will enjoy
spacious suites appointed with handcrafted
mahogany furnishings and colors and
textures that reflect the Spanish heritage of

the Southwest.

Special Feature!

Special activities are being arranged for
spouses accompanying conference

attendees.

Under the direction of The American.
Management Associations, these Conferences
will provide information that's essential for
making sound management decisions in the
fast-changing areas of insurance and benefits
managemenc.

And, you will have many opportunities to
take part in practical workshop sessions led by
people with direct experience in the subject
areas presented.

More than 30 industry leaders to participate in
each Conference.

The men and women who will serve as
Conference leaders, panelists, speakers,
moderators and program inscructors-bring a
vast amount of broad-based knowledgeand
in-depth experience to this event.

It totals an enormous base of information

:o draw from - at a single source.

1 Rush this coupon to:

Special luncheon speaker:
Kathryn J. Mcintyre
Editor, Business Insurance

"Pressing the Insurance Business. .
How YOU Can Use the News"”

Plus - seminars on career management...
and how to control stress on the job.
Conference attendees will have the
opportunity to take part in two special
seminars that help you maximize your

performance as a business professional.

Teams qualify for special reduced fees.

Teams of three or more executives attending
from the same organization quali fy for the

special reduced fees detailed in the coupon

below.

1 American Management Associations, 135 West 50 St., New York, NY 10020

Attn: Conference Committee: .

Please reserve space for the following individual(s) to attend the Conference indicated:

O #3401 K8-37-Risk & Insurance

Management

E] Individual Registrationfor me.

0 #3411%8-37-Employee Benefits
Management

[3 Individual Registration for me.

[3 Team Registration.(Please list registrantson:eparate,heet.) El Team Registration. (Please list registrant, on separate sheet.)

Fee: Individual: $300 (AMA Member)
325 (Non-Member)

1
1 Name

Company

Teptgne R A 21

City

Teams:

each $260 (AMA Member)
(3 people or more) 295 (Non-Member)

Note: If you register by Aug. 1,1980 you qualify for a $15 reduction off the above price.

Title

State =ip

40
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What's the next move against inflation”?

By JERRY GEISEL

The elderly say it is a beast gnaw-
ing away at their lifestyle and
dreams; employers shudder at
meeting it head on.

The beast is inflation, which is
eating away at the spending power
o f pension benefits and the style of
retirement life. The hunters stalk-
ing the prey include:

« Associations of retired per-
sons that are lobbying Congress
for legislation to require corpora-
tions to index pension benefits to
match increases in the Consumer
Price Index.

- Union leaders who want to
make sure their members are pro-
vided for in their retirement.

- Businesses and industries that
are responding with ad hoc or
small annual pension increases.

Many employers, however, say
they can't afford to beat the beast,
and the beast is not easily tamed.

In 1969, The Equitable Life As-
surance Society revamped its pen-
sion plan to ensure retirees' bene-
fits would be protected from infla-
tion. But its defenses weren't ade-
quate.

Under the program, retirees’
pension benefits are adjusted each
Jan. 1 based on the previous year's
Consumer Price Index, with the
maximum increase 3%.

A retired Equitable employe
who received a $300 monthly pen-
sion in 1970, now receives $403.20
thanks to the indexing provision.

—

But this 34% increase in benefits
isn't enough to stop inflation. With
the Consumer Price Index up
about 111% in the last 10 years, a
retiree who received $300 a month
in 1970 needs a monthly benefit of

$633 to keep pace with today's in-

flation.

No retirement program, with the
exception of the federal Civil Ser-
vice Retirement System, military
pensions and Social Security, have

provided the elderly with a perfect
shield for their pensions.
Government officials estimate
limited indexing provisions and ad
hoc pension increases have re-
stored only about one-third of the

pension benefits lost to inflation.
"The losses suffered by the el-
derly have been absolutely disas-
trous in the last 10 years because of
inflation," said James Hacking, as-
sistant legislative counsel for the

American Assn. of Retired Per-
sons.

"Unless inflation is controlled,
pensions will be destroyed.”

If inflation continues to run at

Continued on page 19

Expense threatens rare indexed plans

Pension increases

after reti rement

1974-1979

1 increase
18.6%

No increases
57.5%

2 increases
17.4%

6.6%

3 increases

Survey of 501 companies with
defined benefit pension plans
for salaried retirees.

Source: Hewitt Associates 1980

By JOHN MAES

A pension plan that fully indexes
benefits for inflation is a rare animal

headed for possible extinction ifthe
cost of living continues to rise.

The city of Los Angeles, which
provides a full cost-of-living in-
crease each year for some 8,250 re-
tired police officers and firefighters,
now wants voter approval to cap the
runaway increases that hit 17% re-
cently.

Other plans haven't tried to match
the Consumer Price Index.

A study by Hewitt Associates
shows more than 57.5% of the firms
responding to a survey indicated
they had not given- pension in-
creases to retirees since 1973. In-
creases were much more frequent
among Fortune 500 firms than
smaller companies, Hewitt found.

"There's one lady in her 80s who
has been retired for 17 years and
gets $27 a month in pension from
one of the giants of our industry,”
said Arnold Brown, vp of the United
Paperworkers International.

A few plans, such as military pen-
sions and the Civil Service Retire-
ment System in the public sector,
match the CPIl each year. But a sur-
vey of consultants, benefit man-
agers and labor union leaders shows
such benefits are scarce in private
industry.

In most cases, retirees settle for
periodic, ad hoc increases or annual

automatic adjustments with a 2% to
3% cap. Neither matches the 15% in-
flation rate for the first half of 1980.

Corporations say they realize the
plight of their retired workers, but
can't commit themselves to the
long-term, fixed cost of an auto-
matic yearly pension adj ustment.
The recession, which is causing lay-
offs and plant closings, is forcing in-
dustry to cut costs.

"Corporations have other things
to do with their money right now,"
one consultant said.

But labor leaders say indexing, or
some other form of automatic bene-
fit increases for pensioners, may be-

come necessary to keep the elderly
afloat as inflation rises.

Senior citizens are becoming
more vocal about their needs. They
criticize not only industry for drag-
ging its feet, but also government for

fueling economic troubles.
Melvin Glasser, director of Social

Security for the United Auto
Workers, said the union recognizes
that industry is unable to afford
automatic yearly increases.
"There's nothing Machiavellian
about employers. But if the retired
are getting a raw deal, it's the econ-
omy and inflation that are giving it
to them. Nobody's trying to take
anything away from them," he said.
The UAW, which has one of the
best pension improvement systems
in the private sector, retreated on its

demand for cost-of-living pension
adjustments in 1979 contract talks.
Instead, it won increases three times
a year that will provide some infla-
tion protection for the UAW/'s
300,000 retirees.

Eventually, the union wants the
auto companies to increase pen-
sions to match quarterly wage ad-
justments given active workers.
"We got part of what we were after,
not the whole thing-that will come
later,” Mr. Glasser said.

Many corporations point to a 1971
Supreme Court decision that ex-
empted firms from bargaining over
the benefits of retired employes be-

cause they are not part o f the active
work force.

"It's a convenient vehicle for them
to hide behind and some of them
do," said Lawrence Smedley, asso-
ciate director of the Social Security
department of the AFL-CIO. "It has
impeded progress."

Most corporations say indexing
for full inflation is out of the ques-
tion. They say they are hard-pressed
to provide even partial, capped in-
creases because the cost of improv-
ing benefits and prefunding future
liabilities is too great.

At Allegheny-Ludlum Industries
in Pittsburgh, corporate officials are
considering pension improvements
for employes not covered by the ba-
sic steel workers' union contract.
"But | can tell you it won't be index-

Continued on page 18

E
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Rare indexed plans face extinction

Continued from page 15
ing," said Alan K. Brown, manager
of corporate employe benefits.

"There are a number of demands
on that amcunt of capital. And
when there's no way of controlling
what the expense is going to be,
we, as businEssmen, don't think it
would be prudent to bite off more
than we can ehew.”

Automatic increases will remain
rare even after the economy re-
bounds, said Gerard Kraemer, em-
ploye benefit director for AMF
Corp. in Wh-te Plains, N.Y. "By
and large, American management
is not going to want to expose itself
to that kind of cost.”

AMF has given ad hoc increases
twice in the last several years, in-
cluding a 40% hike for long-time
retirees. But automatic increases

are not be.ng ccnsidered, Mr.
Kl aemer said

Consultan:s, who report in-
creased inquiries, say they advise
clients to steer clear of automatic
re:irement increases now in favor
of ad hoc improvements.

Some firms are using ad hoc in-
creases and postponing a final de-
eision " until time unveils the un-
known about the economy." said
Gary Pines, vp and actuary with
Chicago-based Meidinger & Asso-
ciates.

' It's better for a company to de-
fer the decision for a few years and
then take acloser look at indexing.
If .t fits with what the company
wants to provide for retirement,
th€n I'd be for it," Mr. Pines said.

Los Angeles city officials regret

1bumay bewilling
*0 take chances williyeiwown money.

Butlrust your pension funds
toNVVNL.

a dezision they made in 1967 to
provide their retired police officers
and f.refighters with one of the
most generous pension plans in
the nation.

The plan, which provides reti-
rees with full yearly cost-of-living
adjustments, has created a mon-
strous expense that the city is no
longer able to afford, said Ernani
Bernardi, a Los Angeles city cour-
cil member.

An ad hoc city committee is re-
commending voters be asked dur-
ing the November general election
to apprcve changes in the funding
formulaand a 3%capon benefit in-
cre:ses for all new police officers
and firefighters.

Some employers do provide
automatic hikes and have not re-

gretted the decision. The Aetna

Pension benefits multiply

WASHINGTON-The pension universe is enormous and
will grow by leaps and bounds in the years ahead as the

population ages.

In 1978, the most recent year for which complete statis-
ties are available, 8.6 million Americans collected about $22
billion in benefits from the nation's 500,000 pension plans,
according to the Brookings Institute.

But by 1995, 14 million retirees will collect a whopping
$106.5 billion in benefits from the 733,000 private plans that
are expected to be operating, according to the Labor De-

partment.

Life & Casualty Co. increases its
pension benefits up to 3% yearly
and The Ejuitable Life Assurance

Society has been doing the same
since 1969

You dcn't have to take risks to get a high interest

rate for group retirement plans.

NW NL offers oneof the highest new money incerest
rates available through ourgroup annuity investment
contract We also c ffe the security ofguarr.teed princi-
pal, guaranteed anruity rates and optional guaranteed
nterestbacked by asolid corpo-a-e history and more

han a b lhon doll-r, m assets

For financial and other information about NVWNL
and our group annuity mvestnent contrac ,,
Ante Gtinv Chartoneau, NWNL Box 20, Minneapolis

Minr escta 55440

Harrison Givens, Equitable vp,
admits the increase doesn't match
the inflation rate, but said pen-
sions shouldn't be tied to the CPI.
Most elderly persons have paid-up
mortgages, Social Security (which
is indexed for inflation), Medicare
and a lower tax structure than ac-
tive workers.

"So if we provide 60% to 70% of
earnings, we've got that person at
about where he ought to be to
maintain the same standard of liv-
ing," Mr. Givens said.

The Rockefeller Foundation

Some employers
have not regretted
giving automatic
pension increases.

plan provides even more liberal
benefits to its retirees, bringing
them within 3% of the CPI. Bene-
fits were increased 8.5%last Jan. 1,
said Herbert Heaton, foundation
controller.

Mr. Heaton covers the cost by in-
vesting the plan assets in short-
term commercial paper and U.S.
Treasury bills that yield the prime
rate of interest, which is usually
very close to inflatién.

Most employers could provide
the same yearly increases, Mr.
Heaton said, if their pension assets
were not locked into long-term in-
vestments, trying to beat inflation
with a higher rate of return.

But Mr. Pines of Meidinger As-
sociates doubts all corporations
could afford such a plan because
the Rockefeller plan covers only 28
employes who have retired since

Federal

program
skyrockets

WASHINGTON-Few public
programs have grown as large as
the 60-year-old Civil Service Re-
tirement System.

When the original retirement act
was signed into law May 22, 1920, it
covered about 330,000 Civil Ser-
vice employes.

The act provided benefits after
15 years o f service with annual an-
nuities ranging from $180 to $720
based on length of service and av-
erage salary.

At the end of the plan's first fis-
cal year, 6,767 employes had re-
tired.

Last year, more than $10.57 bil-
lion in benefits were paid out to
nearly 1.2 million retirees. Another
$1.6 billion was collected by
427,319 surviving spouses.

When benefits are increased
7.7% in September to reflect recent
increases in the Consumer Price
Index, the average annual pension
benefit paid to a retired federal em-
ploye will be $10,896. -
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12% annually, as some economists
predict, a fixed pension will lose
two-thirds of its value in 10 years
and 90% in 20 years.

Uncontrolled inflation could Kill
the private pension plan system,
government officials warn. "No re-
tirement program was designed to
support people during high rates
of inflation,"” said Thomas Woo-
druff, executive director of the
President's Commission on Pen-
sion Policy.

If the current inflation rate con-
tinues, workers will ask for higher
benefits they can use now rather
than pensions shrunken by infla-
tion, predicts Mr. Hacking of the
retired persons association.

But many companies are offer-
ing retired employes some protec-
tion against inflation. A 1979 study
by Bankers Trust Co. of New York
found 81%of 100 mgjor companies
sampled have boosted some pen-
sion benefits at least once in the

last five years.

Another study, by consultant
Towers, Perrin, Forster & Crosby
of New York, showed 50% of 94
companies surveyed provided at
least one pension increase in 1978
or 1979.

Providing ad hoc increases has
proven very expensive to employ-
ers. Aetna Life & Casualty Co. esti-
mates that a special one-time 2%

The high cost has
some companies

canceling pension
benefit increases.

increase in pension benefits for
each year of retirement will cost
the firm $20 million over the next
10 years.

At General Mills, a 1978 ad hoc
increase that raised benefits a
minimum of 10% is expected to
cost the Minneapolis-based food
giant $6.3 million, said David
Mclintire, director of employe
benefits.

The high cost of the increases
has some firms canceling them.
Dayton Hudson Corp. has not pro-
vided any pension increase to reti-
rees the last four years because of
cost considerations, said Fred Ha-
macher, manager of employe
benefits.

One benefit manager at a South-
eastern firm has tried unsuccess-
fullythelastfouryearstoconvince
the company's executive commit-
tee to approve pension increases
ranging from 10% to 36%.

"We're very bottom-line ori-
ented here and pension increases
come out of profits,"” he said.

Benefit managers and consul-
tants fear fullindexing of pensions
is a weapon that would hurt em-
ployers more than th'e beast. "We
are opposed to automatically in-
dexing benefits to inflation be-
cause of the unforeseen liabilities
the company would incur,"” said
General Mills' Mr. Mclintire.

Indexing pensions to CPI in-

Ad agency plans

Members ofthe American Assn. of
Advertising Agencies spent an av-
erage of more than 4% of their total
incomes on payments for retire-
ment and insurance plans in 1979,
compared with a little more than
2.5% in 1970. The cost of both has
increased steadily in the last dec-
ade, with pension payments dip-
ping slightly in 1973, 1975, 1978
and 1979.

creases also kills the incentive to
do something about inflation, ar-
gues Barnet N. Berin, director of
professional standards at William
M. Mercer Inc. in New York.

Ad hoc increases are the most
prudent way a company can show
its retired employes it has not for-
gotten them while still protecting
corporate profits, Mr. Mclintire
says.

"Ad hoc increases are a balanc-
ing act. They help retirees keep up
with inflation, but also keep costs
reasonable," he said.

Some benefit experts see the
government mandating firms in
the next decade to boost pension
benefits annually to meet at least
half of the CPI increase. -
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Announcing:

INSURANCE CONTRACT PROFILES

A monthly survey of rates and major contract provisions of
Guaranteed Insurance Contracts in a standardized spreadsheet
format. Included are contracts of the 30 largest life insurance
companies that write GICs with separate sections for non-
participating (compound interest, simple interest and installment)
and participating (interest guarantees for more than one year)
contracts. Available in Defined Benefit or Defined Contribution
editions for $285 a year ($490 for both).

To receive a descriptive brochure or to order, call or write:
A - Evaluation Associates, Incorporated
--- g 25 Sylvan Road South, Westport, CT 06880
r (203) 226-7864
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Our System.

Some insurance companies rely on

Perhaps our system is the reason last
year we were the number one group dental

computers to handle their group dental ,- jA insurcmce company-both in number of cases

claims. Others pin their hopes :..
mainly on human effort.

all,1 written and inemployees covered. Or, maybe
it's our 116 field offices across the country,

The Travel- staffed with the best group people in the-

ers has its ovwn
unique sys- .
e r ™ m _

group dental
program combines

“T - iNndustry, 4 — an

~—— - == - supportser. **9 141y, *

vices for

14> *
clients with ,.;r**+ + s ,23 6

the speed cmd efficiencies ™ f from fCRIr tO 7 _lita ./}

of the computer with the insight *'-,
and"understcmding of our profes-

sional people.

Our computer network helps cut
the cost of claims administra-
tion. And our claim forms carry the
names and phone numbers of our
claim representatives, so your em-

meare.than two-4mmr V

-In either case, if you want to put some bite
in your group dental program, our system ccm
help. Contact your Independent agent
or broker or The Travelers Group Field
Office nearest you.

The Travelers

ployees can deal with people-not

machines. You'll appreciate the
savings. Your employees will ap-
preciate the ease, convenience and
humcm touch in receiving their den-
tal benefit payments.

The Travelers Insurance Company,

Group Department-
offering professional products,
-services... and the people

to support them.

THE TRAVELERS

and its Affiliated Companies, Hartford, Conn. 06115
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Y I p— With over 8,000 employees in 25
A meat-processing plants nationwide,
Our safety Swift & Company has-taken a series of
standards are  jegisjve steps to control the rapidly es-
self imposed. calating cost of workers' compensation.
- Swift & Company’s Savings were achieved through
Thomas Colgan ]
self-insurance, but the problem of em-
ployee safety still had to be addressed. "Hiring additional
inspectors to comply with OSHA regulations created further
expenses and only provided a partial answer," observes Thomas
Colgan, Swift's Manager of Loss Control.

The solution: a comprehensive loss control program, from
the ESIS subsidiary of INA, which cut workers' comp costs by
over 12%.

Using procedures developed by ESIS' International Safety
Academy, Swift's plant managers are responsible for determin-
ing their own annual objectives in fourteen specific areas of
safety. The managers' success in implementing positive steps in
each category is then monitored by quarterly audits.

Colgan comments, "ESIS' safety training sessions give
managers the techniques necessary to limit work-related injuries."
There is also an incentive system for optimizing safety. A manager
can use insurance "savings" to fund - other areas of his operation
when the plant's annual accident rate is lower than proj ected.

4-*2* 2

Agricultural cooperatives, con-
cerned with the sa]‘ ty of their.em. .
pfoyees, continua Fy seek effective Empl«yee safeo, with
insUrance savings.
methods to reduce workers' compensa- |, cee & Thiclen:s
tion exposures - and thus their overall Robert Sanford
IS LAl EeaSarnilice cCCcCocos=sst= _ -7 1 «
Since beginning its self-insurance
program in 1974, the California Almond
Growers' Exchange (manufacturers and marketers of Blue
Diamond brand almonds) has been extremely successful in
meeting these goals. The key has been a close association with
the ESIS subsidtary of INA.



"Over the six years that ESIS has been involved in our workers' compensation program, the
Exchange has- realized savings of more than $1.5 million," reports Robert Sanford, a partner in
McGee & Thielen, the cooperative's brokerage firm. «This has been the result of a dramatic
reduction in both the number and severity of claims."

The cornerstone of ESIS' program has been meticulous attention to the details of safety

' engineering. On a monthly basis, ESIS loss control experts inspect the Exchange's processing
plants. After each inspection, reports listing potentially hazardous conditions are issued to
management for corrective action.

"It's the on-going relationship between ESIS and the Almond Growers' Exchange," Sanford

, concludes, "that fosters optimum safety conditions and reduced insurance costs."

"In the mid-1970's, faced withcost-increases in liability coverage for e 1

recreational products - plus difficulties in securing this protection in -,
commercial markets - AMF went the

route- of self-insuring. Wayne Harrison,

AMF's Director of Risk Management: Atwotfold ]
"We assumed much ofour own risk, and in adva_ntag-e n . .
self-insuring. /1L »,\" .

the process gained some important long- ' . .
range benefits for the company." - AMF's Wayne Harrison /if» ./

Comprehensive records were brought k
together on past liability claims and their
disposition. This documentation has SAL--3-4-0
been invaluable in helping AMF prevent
nuisance actions from becoming costly legal cases. Also,
with data on liability occurrences by product category, j/

"design and manufacturing could build in more safety for { 1
the consumer.

"But self-insuring is a complex process," notes Harri- +
son, "so, early in the program, we called on INA to enhance our in-house capabilities."

INA assists in claims adjustment and settlement, working with AMF's file of liability records
and comparative data from related fields. "On the loss control side," says Harrison, "INA's ESIS
subsidiary has also become a powerful ally." ESIS' expertise is applied in plant inspections, reports
to manufacturing supervisors, and in guidance on warranty and safety instructions.

With INA and ESIS as administrative partners, the self-insurer has not only reduced liability
exposures, but has gained substantially on the customer-relations side of the ledger.

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective self. insurance programs
requires knowledge, experience, capacity - and a complete range of products and services.
Flexibility and the willingness to innovate are also essential.

INA Corporation, through its ESIS subsidiary, can combine these elements to develop
practical solutions, new approaches, and better strategies. Consult the professionals. Write
directly to ESIS, Department S, 1600 Arch Street, Philadelphia, PA 19101 or call(215) 241-2729.

Tbe resources to do It all, the strategies to do it right.

The Professionals
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Counseling grows with inflation

Preretirement counseling programs are grow-
ing with inflation.

Interest by labor unions, corporations and the
elderly is sparking the trend, observers say. With
inflation taking alarge bite out of retirement in-
come, older workers need advice on managing
their finances when they retire, they say.

"It's a logical extension of a good retirement
program," said Kenneth James, consultant with
Hewitt Associates. "There are a lot of little things
that companies can and are doing to bridge the
gap."”

Preretirement services range from pamphlets
and leaflets on how to collect Social Security and
Medicare benefits to sophisticated in-house semi-

Montgomery Ward Inc. in Chicago has its own
counseling program to familiarize older workers
with what lies ahead in retirement.

Control Data Corp. has put together an audiovi-
sual program for its employes, said Donald Sho-
vein, executive consultant for employe benefits.

Similar to the Ward's program, it includes infor-
mation on Social Security, Medicare, Control
Data's own retirement benefits, finances and es-
tate and the psychological issues.

The company is considering one-on-one coun-
seling, he said. "Preretirement counseling has a
future. Companies need to do more with it"

Allegheny-Ludlum Industries has done some
preretirement work at local company levels, pro-
viding information on retirement questions, said
benefit manager Alan K. Brown.

Consulting firms have developed other pro-
grams for sale to companies. One, called "Prime
Time," is.a 20-minute video presentation pro-
duced by William M. Mercer Inc. for preretirees.
Increased interest has spurred Hewitt Associates
to develop a complete program on retirement.

The idea has the support of labor, but unions
probablywill not press as much for counseling as
they will for increased pensions, said Lawrence

Smedley, associate director of Social Security for
the AFL-CIO.
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wWard store chain

helps workers fit
INto reti rement

CHICAGO-Beginning this
month, Montgomery Ward Inc.
employes can plan for retirement
at their employer's expense.

A new in-house preretirement
counseling program exposes em-
ployes to retirement issues. The
program covers financial plan-
ning, Social Security, physical and
psychological health and Ward's
own benefit program, said Sharon
Shulman, benefit planning and
communications manager for the
department store chairt.

Ms. Shulman said she has spent
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It enables you to profit ftom the
lucrative business property market.

During the last few years, this
market has undergone some basic
conceptual changes.

Our highly successful Designated
Property Department, established to
meet this challenge, can help you
service these substantial premium and
atypical property accounts-excess of
loss; stop loss, manufacturer's output,
and highly protected risk.

See a problem account? Our

Nobody insures it like... Roya 1
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specialists and countrywide offices are
always available to help you customize
coverage to any client's needs.

What does this mean to you? An
excellent opportunity to improve the
quality and projitability of your business.
Ask some of the agencies who have
been with us through more than a
century of developing innovative
property insurance.

Then contact your Royal Insurance
marketing representative.
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150 William Street, New York, N.Y. 10038

much of her first seven months on
the job at Ward developing the pro-
gram. It includes a five-hour
audiovisual presentation, inter-
views with local health and fi-
nance experts, printed material
and, ifemployes want, information
on specific follow-up questions.

The Ward program was devel-
oped in consultation with groups
of Ward retirees, said Ms.
Shulman, who had worked on a
program for her former employer,
William M. Mercer Inc. "We invi-
ted retirees in and asked what they
would have wanted to see in a pro-
gram," she said.

The program will be distributed
among the company's regional of-
fices for the 15,000 employes 55
and older at 500 stores.

Once the older employes have
been reached, the program will be
made available to workers in their
late 40s, Ms. Shulman said.

"Our whole reason for doing it is
that we feel we should have better-
informed employes because they
have a lot o f decisions to make

'We should have

better informed

employes,' says
Ms. Shulman.

nowadays. They must decide not
only how to spend their time, but
also what to do with their money
and when they're going to retire,”
Ms. Shulman said.

The program is divided into four
parts: financial planning and legal
considerations; Ward's retirement
benefits; Social Security and Med-
icare provisions and requirements,
and how to live in retirement.

The last section explores ways of
overcoming the psychological
problems of aging and offers ad-
vice on exercise and nutrition. "It
shows case studies of what hap-
pens when the mind goes idle,”
she said.

Ms. Shulman hopes to have re-
tired employes moderate the pro-
gram, but the recession has de-
layed the move.

Regional offices will tailor the
program to suit local tastes, she
said.

All employes, from telephone
operators to corporate executives,
can participate, she said. "l doubt
if the company treasurer will get a
lot out of it, but I'll try it."”

Ms. Shulman said she fields
countless telephone calls from em-
ployes asking when the program
~~rill EF>e=cginr _ -_—
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AUTOMATED CLAIMS PROCESSING SERVICE

When you look ata computerized ckims
processing system. look at who stands
behind it. Claim Control is a service of
Systems Resources Company, a division
of Control Data Corporation. Torally
administered by SRC staff professionals,
Claim Control provides automatic and
consistent adjudication, pricing and roti-

SYSTEMS RBSOURCES COMPANY

@ S CN*CAr.TIOA

7540 LBJ Freeway ¢ Dallas, Texas 75251 « ,214) 233-0648

pricing mel,ods, benefit combinations
and paymert cycles that fit your oper-
ation. Our ambitious cost containment
efforts. coupled with outstanding
reporting, provide real management

value for ycar administrative dollar. Call
Ls for details on Claim Control.

By JOHN MAES

f cation. We're flexible - choose the

CHICAGO-AIthough defined
contribution plans may have ad-
vantages, experts say the defined
benefit plan is the best deal for an
employe's retirement income.

The defined benefit plan, such as
a pension, provides the worker
with greater security because it
guarantees at least some regular
income after retirement, they say.

With the defined contribution
system, there are risks and uncer-
tainties that post-retirement in-
come will be enough.

Workers reap the greatest advan-
tage in a company that has both
plans, experts say, but few firms

Youelectedto selfinsureto controlcosts
Now youwantasystemtomanage escalating claims

Thesolution:HCMS
AnewHealthClaimsManagement SystemfromISA

Specialists in solving insurance administration prob-
lems, ISEs software professionals have developed a solu-
tion to health claims processing, so now self insured com-
panies and third party administrators can manage claims
processing and stabilize spiraling administrative costs.

Simple, everyday language makes HCMS easy
to learn, easy to implement. Lengthy, complex insurance
paperwork is uncomplicated by HCMS. Just three video
screens process most medical and dental claims.

No duplicate payments or other common errors
are another major advantage of HCMS. Automatically ad -
judicating claims, HCMS provides document tracking
from entry to automatic check and letter writing.

On-line claims data base lets you check immed--
ately for eligibility, policy provisions, pending claims,
etc., and it permits immediate response to claim status
questions.

Staff training
and service are the 1 A
foundation of ISAs 1 .-- .o .

reputation and HCMS 51, 40»-
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demonstrates why. We regularly offer small, personalized

classes in the use and maintenance of the system for users
and data processing staff. ISA User Group Seminars dis-
cuss developments in health care and insurance claims and
determine the direction of future system enhancements.

A phone call answers questions, solving im-
mediate problems. Just ask one ofour data processing
analysts or application professionals. On-site visits can be
arranged if desinzd.

Documentation, state of the art news keep
you informed. In addition to HCMS documentation, a
usernews letter tells you about system enhancements and
trends in health claims processing.

Tested and proven by leaders in health insur-
ance, HCMS is monz than a system. It is service -backed
by more technicians and professionals in education, sys-

- -- 7 tem design and support
thanany in the indus.
, - try When you buy
, f1 HCMS, you acquire

a team.
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Specialists in solving insurance administration problems.
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Defi ned benefit
offers security

offer both.

"The defined benefit has got to
be the best guarantee of what's gqg-
ing to be available," said Donald
Shovein, executive consultant for
employe benefits at Control Data
Corp.

"With the kind ofinflation we've
seen the last couple years, | don't
see any guarantee in the defined
contribution plan that would pro-
vide someone enough to live on.”

A defined benefit plan promises
the recipient a set benefit upon re-
tirement. In a defined contribution
plan-such as a profit-sharing,
thrift, money purchase or individ-
ual retirement plan, only the
amount of the contribution to the
benefit plan is specified.

The Rockefeller Foundation in
New York changed from a defined
contribution to a pension plan in
1975 because the employer be-
lieved it was the best program for
the workers.

"The defined contribution did
not provide the benefits we
thought we wanted to provide,"”
said Herbert Heaton, controller of
the foundation.

"It would be like telling the em-
ploye, 'We'll give you $600 a year to
cover your medical expenses
whether you have any or not, ' " he
said. But if a major medical ex-
pense arose, the worker would not
be able to meet it, he said.

Lawrence Smedley, associate
director of Social Security for the
AFL-CIO, also says the straight
pension plan is a more secure ap-
proach for retirees. Earnings in
profit-sharing, thrift, and savings
and money-purchase plans are
more eroded by inflation, he said.
"You can only buy a small annuity
with it."”

A worker who stays in the same
job for 10 years can have full vest-
ing rights in a pension fund. "But a
defined contribution plan started
in the last 10 years is not going to
be worth too much now," he said.

But observers say a worker, es-
pecially a younger one, shouldn't
sell short the idea of a good profit-
sharing plan. Given a good invest-
ment climate, it also may provide a
good retirement income, they say.

"If you're younger, you can see
the defined contribution account
balance grow, and by the time
you're 65 or 70 years old, there's a
lot of money in it," explained Alan
K. Brown, director of employe
benefits for Allegheny-Ludlum In-
dustries. "But with a defined bene-
fit plan, you don't have that
chance.™

Consultants say it's difficult to
generalize about which plan is bet-
ten In a profitable company with a
larger number of younger em-
ployes, a profit-sharing plan could
vield a higher return in the long
run, they say.

"Butifacompany is having diffi-
culty financially, a profit-sharing
plan is going to be bad because the
employer is not required to con-
tribute when there is no profit,”
said Kenneth James, a consultant
with Chicago-based Hewitt Asso-
ciabes.

Alan B. Shidler, director of infor-
mation services with A.S. Hansen
Inc. in Lake BIluff, Ill., said young-
er workers, not worried about re-
tirement income, tend to favor
profit-sharing and other defined
contributions because they repre-
sent a "now benefit.”

A company that can afford to do
so should consider offering both
plans as an income supplement, he
said. A firm considering only one
should examine the makeup of its
work force to determine which one

employes would favor, he said. -
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imaginative, flexible and cost-effective benefit programs and

consulting services. Keeping that good name, however, means keeping
f,- on the move to handle the growing complexity of corporate benefits.
We have consolidated over 4()0 of our most skilled and experienced
7 4 professionals into a separate and specialized company The new Frank B.
--- Hall Consulting Company, through 36 domestic and 87 worldwide loca-
tions, operates in association with Godwins Ltd.,our U.K. subsidiary So
now all the experts, working closely together, can respond to your needs
most efficiently and effectively anywhere in the world.
We've earned this new name for ourselves. But whatever you call
us...whenever you call us. you'll find one of the most chpable and
complete consulting services in the world.

4§™at Frank B.Hall Consulting Co.

Domestic Headquarters: 261 Madison Avenue, New York, N.Y. 1(*)16.
Telephone (212) 682-720(). Or contact us through your nearest

Frank B. Hall insurance services office.
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Pension planning
Benefit options soften inflation's punch

By Kenneth K. Keene

A NATIONAL publication recently
lifeatured a cover story contending
"inflation is wrecking the private pen-
sion system." The story said the private
pension system is no longer a corner-
Stone of corporate America and that in-
flation has severely impaired the
system's ability to provide meaningful
benefits to present and prospective re-
tirees.

We at Johnson & Higgins reject this
doomsday scenario. There are tech-
niques available to soften the impact of
inflation on retirees. If inflation con-
tinues at historically high levels and
the economy itself is not wrecked in
the process, corporate America will in

Kenneth K. Keene iS senior up and
director Ofthe emplove benefit plan de-
partment at Johnson & Higgins in New
York Citv.

one way or another rescue its retired
employes. Indeed, many companies
have improved or intend to improve
benefits for retirees in recognition of
the inflation problem.

The President's Commission on Pen-

sion- Policy, in its recent

interim report, points out that retire«
ment programs cannot be expected to
adequately protect against prolonged
inflation, although

pProtection agaimnst -

moderate inflation is -

possible. If so, then k

The President's Commission on Pensi6n Policy advises
against linking benefits to the full inflation rate.

the comment applies with equal force
to prixate pensions, the Social Security
system and public pension plans. Al-
though the latter two categories pos-
sess unique taxing powers and are
backed by the voting strength of retir-
ees, they cannot last in a period of pro-
longed high inflation without wren-
ching changes.

rn its interim report, the commission
suggests the greatest emphasis be
placed on expanding pension coverage
rather than providing full inflation pro-
tection for only some persons. Never-
theless, automatic inflation adjust-
ments should be encouraged.

Such protection is consistent with
the Johnson & Higgins-sponsored sur-
vey on pensions and retirement.
Ninety-three percent of workers and
retirees in the survey said it was ex-
tremely important or very important .
that pension benefits go up along with

Continued on next page

Savings plans build up corporate capital

The following is a condensed version of
a client newsletter published by
Kwasha Lipton, a consulting actuary
and emplove benefit services firm
based in Englewood CIiSs, N.J.

ALTHOUGH DEFINED contribu-
fl tion plans have been part of the
employe benefit scene for decades,
their recent history has been ohe of un-
precedented growth and visibility.

This is largely because of the in-
creased popularity of savings plans in
which employe contributions are
matched or augmented by a stipulated
employer contribution.

Today, defined contribution plans-
and savings plans in particular-are,as-
suming a new and increasingly impor-
tant dimension as part of the corporate
benefit program.

The initial thrust in the evolution of
defined contribution plans came with
the development of profit-sharing
plans, with all their well-known philo-
sophical advantages: they represented
a sharing of profit and o f company for-
tunes, they promoted identification
with, and appreciation for, the com-
pany, and they were considered a pow-
erful motivational tool in enhancing
productivity and efficiency.

The idea of defined contribution
plans as capital accumulation vehicles
is certainly not new, and there is
clearly no conflict between the current
opgration of such plans and the objec-
tive of capital accumulation.

Profit-sharing plans or TRASOPs
have valid capital accumulation pur-
poses, but they have distinct limita-
tions as well.

Profit-sharing plans are traditionally
noncontributory, or at best offer an op-
portunity for voluntary contributions
that, in practice, few employes elect.
As company-pay-all vehicles, they
make consistent and meaningful
buildups o f capital extremely difficult,

unless the company is willing to make
a very expensive committment-on
the order of 6% to 10% of payroll.

TRASOPs, although funded as a
"free benefit" by an addition to the in-
vestment tax credit, tend to be feasible
only for capital-intensive industries.

Further, their tax credit status sub-
jects them to severe limitations by the
IRS in the area of design flexibility. In
any event, most TRASOPs suffer from
the same limitation as the typical
profit-sharing plan: a relatively small,
contribution, or a contribution subject
to significant volatility, makes the ac-
curnulation very difficult.

The key to the success of savings
plans in this area is the mandatory use
of employe contributions. Most saw
ings plans will "match" (usually on a
percentage basis, with.50% being the
most common) employe contributions
up to 5% or 6% of compensation. When
the company match is added, the typi-
cal plan offers the opportunity to accu-
mulate funds at the. rate of about 8% to
10% of compensation annually.

Also, many plans offer employes the
chance to make additional unmatched
contributions, so the rate of accumula-
tion can be even higher. This potential,
coupled with flexibility and tax defer-
ral for investment earnings and com-
pany monies, makes the savings plan

the most natural defined contribution
plan to use in building capital.

There are six uses for savings plans
in the "capital accumulation dimen-
sion™:

- First, and possibly most impor-
tant, is the use of savings plans as a
source of critically needed investment
capital in the American economy.

Several recent studies focus on the
link between savings and investment,
and point to the very low rate of per-
sonal savings in the U.S. compared
with other industrialized countries.

» A second, more benefit-related use
for a true capital accumulation plan
lies in dealing with today's increasing
pressures on defined benefit pension
plans. Savings plans can help address
important issues like early retirement
benefits and post-retirement - benefit

increases.

or aJang fime.the trend.in.retire;
available, and more heavily subsi-
dized, early retirement benefits. This
represented a very expensive proposi-
tion for a company, particularly if it
wished to provide an adequate retire-
ment income for all employes.

WWhile recent statistics do not indi-
cate any radical change in early retire-
ment experience, it is possible that the

After.tax capital
accumulation

Amount Company

accumulated» savings

after: an
(1)

10 years $27,120

20 years $85,665

30 years $212,065

Private

savings

account Ratio
2)

$16,290 166%

$45,465 188%

$97,715 217%

amendments to the Age Discrimina-
tion in Employment Act and the threat
ofcontinuedheavy inflation may grad-
ually reverse this trend, if more em-
ployes choose to work longer.

Their company may not want to en-
courage-or be able to afford-early re-
tirement on a widespread basis, but
may nevertheless wish to make it per-
missible and economically feasible.

Much has been written about the tra-
ditional "three-legged retirement
stool" consisting of the employer's-de-
fined benefit pension plan, Social Se-
curity and the employe's personal sav-
ings, and the gradual shortening and
perhaps eventual disappearance of
that third key leg.

« Capital accumulation plans can be
useful as a source of seyerance bene-
fits. Many companies are feeling in- .
creasing pressure forextension and en-
richment of these benefits because of
the recession. The use of savings plans
to build a "nest egg,"” or hedge against
economic uncertainty, can help reduce
the need for an expensive severance
plan while relieving employe pressure
for one as well.

- Savings plans re-emphasize the
value of personal thrift. People know
they should save for future identifiable
needs, for security in uncertain times
and to provide investment capital to
preserve our economic system.

- Savings plans promote the com-
pany identification concept associated
with the acquisition of his or her
employer's stock. Ofcourse, this idea is
not new: 85% of savings plans, as well
as all ESOPs and TRASOPs and many
profit-sharing plans, either provide for
or offer company stock as a plan in-
vestment.

- Finally, the capital accumulation
concept offers the possibility of the
"ultimate flexible benefit," as compa-
nies come to grips in the near future
with changing career patterns. -
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Cost

By Bernard M. Brown
(Last of a series)

AS MOST OF us know, the cost of
lirisk as a percent of revenue or as-
sets variesdramatically by industry. Of
course, the higher the relative cost of
risk, the more important risk manage-
ment may be for a particular organiza-
tion.

As a percent of revenues, the hospital
group had the highest cost of risk in
1978, 2.74%. The reason, of course, is
the high cost o f self-insured or insured
malpractice exposures. This liability
cost was 86% o f the total cost of risk for
the group as a whole.

Another factor contributing to the
high cost of risk is the fact that hospi-
tals are service organizations, which,
all other things being equal, tend to
have lower revenues. For example,
hospitals with more than $100 million
in revenues are considered giants in
their field, although similar revenues
for commmercial organizations would
put them in the small to medium cate-
gory.

The industry with the second highest

Bernard M. Brown is a up and consul-
tant with Risk Planning Group in Dar-
ien, Conn., a risk management consult-
ing Arm that published the Cost of Risk
Suruev in conjunction with the Risk &
Insurance Management Society. Mr.
Brown is author ofthe study on the cost
ofrisk.

survey:

cost of risk was mining. Again, liabil- 1

ity, including workers compensation
and general, auto and excess liability,

was the mainmn culprit. 6
At the low end o f the scale was the fi- O

nance-other group, mostly insurance
companies, which realized an average
risk cost of 0.12% of revenues. It is
ironic that the group with the lowest
cost is the one that is inflicting high
costs of risk on all other groups.

Howgyver.in.defense.of the lasur

are composed mainly ofrelatively low-
risk property, as well as employe, auto
and other liability. The insurance busi-
ness, at least in the risk management
sense, is just not a very risky business
at all.

In the industry with the highest cost
of risk, the cost is almost 23 times that
of the lowest. The average cost was
0.584% of revenue. While certainly a
significant number, it is probably not
an attention grabber for most top man-
agers.

In fact, most managers probably do
not pay attention to cost of risk unless
it approaches or exceeds 1% or more o f

In reviewing the data gathered by in-
dustry and the Cost of Risk Survey,
certain conclusions can be drawn:

= Cost of risk is not a perfect
measuring tool. Problems exist in com-
paring coverages and limits pur-

Numbers measure value

chased, deductibles, etc.

However, the cost of risk is probably
better than any other measure cur-
rently available, and it can be useful for
a single firm comparing itself to prior
yvears.

* The cost of risk concept is impor-
tant in capturing all ofthe relevant risk
and insurance management expense
data. Just measuring insurance pre-
miums is not sufficient; risk control,
self-insurance and administrative
costs must also be evaluated.

* Until.risk and insurance managers
begin measuring their function objec-

of risk management

The hospital industry had the
highest cost of risk, with the
mining industry runner-up.

tively, top management will not pay at-
tention and give risk management the
recognition it deserves.

The Cost Of Risk Survey includes data
for 1977 and 1978 submitted by 515
RIMS members, representing $471 bil-
lion in revenues and 5.7 million em-
ploves. The survey included 98 of the
Fortune 500 industrial companies.
Copies Of the complete survey aTe
available from Risk Planning Group
Inc., 722 Post Road, Darien, Conn.
06820, for $25 for RIMS members and
$50 for others.

Plan options soften the impact of inflation

Continued from previous page
the cost of living. And 84% said it is
equally important that the pension
provide enough money to allow the re-
tiree to maintain the same standard of
living he or she had before.
Interestingly, the commission be-
lieves employes should be given the
opportunity to take reduced benefits
initially, with subsequent cost-of-liv-
ing increases. And the commission
should be applauded for recommend-
ing a series o f tax measures to encour-
age individuals and employers to pro-
vide for greater inflation protectionon
a voluntary basis.

This concetgtdquacrgpgl‘yﬁcan be im-

plemen ve bargain-
ing environment-an often tough
forum. In last year's auto negotiations
and this year's steel industry negotia-
tions, the unions agreed to divert a por-
tion of cost-of-living adjustments for
active workers to pay__ for inflation-re-
lated pension benefit improvements.

The commission recommends fur-
ther study be given to indexed bonds,
limited in their applicability to retiree
benefits. However, ifthis appears feasi-
ble, it should be confined to bonds is-
sued by private enterprise, with appro-
priate changes in the tax laws, and to
variable-rate mortgages.

One financial safety valve for corpo-
rate America may well be a trend to-
ward later retirement. Companies are
already seeing a reversal of past retire-
ment patterns, with more and more
people opting to remain at a job. The

The private plan benefit doesn't need li--.
to increase at the rate of the CPI to KR'-

insulate the impact of inflation, says

Kenneth K. Keene.

very fact of high inflation may indeed
result in an extension of the average
retirement age.

Social Security provides full index-
ing based on changes in the Consumer
Price Index. An increasingly vocal
view being expressed is that the CPI
overstates the actual cost of living.
There is also the question of the rele-
vancy of the broad-gauged CPI in
measuring the cost of living for reti-
rees. The President's commission
wants to have a sample survey done to
see if there is enough difference in the
consumption patterns of retirees to

justify a separate index for'them.

ith SaGiALIESHALY. Lenefits e

and tax-free to boot, the private plan
benefit, which starts out adequate in
combination with Social Security,
doesn't need to increase at the rate of
the CPI to insulate the retiree from the
impact of inflation. The commission
suggests that the replacement of prere-
tirement disposable income from all
sources is a desirable goal.

How can the retiree be protected
against inflation at a cost acceptable to

Fi:0:,

.1 a

i1,

the employer? Here are a few possibili-
ties for study:

- Make employer-financed'post-re-
tirement adjustments on an ad hoc ba-
sis.using some kind of formula repre-
senting a portion of prior inflation-the
most common technique.

= Provide for an employer-paid
automatic annual increase in the pen-
sion geared to a cost-of-living index,
but with a maximum of, say, 4% in any
one year.

- Add an inflation option the em-
ploye could elect at the time of retire-
ment. The option would give the em-
ploye a choice of the full level of pen-
sion benefits which would not change
in the future, or a reduced starting pen-
sion that would increase at a fixed per-
centage, say, 5% per year. For an em-
ploye age 65, the pension increasing 5%
would be about one-third less than the
full pension.

= Add an inflation option that is
partly subsidized by the employer. In
the preceding example, rather than
taking a one-third cut at retirement, the
employe might be asked to take a 20%
cut, with the pension accruing thereaf-
ter at the rate of 5% annually.

- Have the employe pay for the cost
of assuming a portion of the underly-
ing long-term inflation rate, with the
employer picking up slack during pe-
riods of excessive short-term inflation.

If the last 30 years were used to deter-
mine the long-term inflation rate, then
the underlying rate is 3.75% yearly. If
we then say the employe will pay on a
before-tax basis for two-thirds of the
actual inflation rate, the employe
would pay for 2.5% annual inflation
through a-reduction in the starting pen-
sSion.

This would mean an initial pension
of about 82% o fthe full pension the em-
ploye would receive if he had not
elected the option. If actual inflation
for the year runs at, say, 12%, the total
pension would go up 8% (two-thirds of
12%). The employe has already paid for
2.5%, so the company's contribution
that year would be 5.5%.

- Use an existing thrift or profit-
sharing plan or add such a plan to be an
inflation-fighting vehicle supplement-
ing the company's pension plan. The
proceeds of the profit-sharing or thrift
plan could be used to provide an infla-
tion escalator for the pension. Ifsuch a
plan is relatively new, the employer
may have to resort to other means for a
time, e.g., devise an employer-paid
past service inflation adjustment.

Add an adju5table pension benefit
using a guaranteed' investment con-
tract. The employer forgoes the excess
investment return under the contract
over a predetermined level of return in
order to provide pension increments.-



Fed reti

By JERRY GEISEL

WASHINGTON-The nation's
two biggest retirement programs
are among the most lucrative for
retirees. But that distinction might
not last.

The Civil Service and military
retirement systems offer generous
pension benefits to retired federal
employes and military personnel,
indexing increases to the Con-
sumer Price Index.

But now the Carter Administra-
tion wants to cut biannual in-
creases to once a year to cut an esti-
mated $578 million from Civil Ser-
vice pensions and $400 million
from military retirement benefits.

-Observers 'say the rollback
stands,a good chance of clearing
the budget-conscious Congress
this year.

Since the mid-1960s, both the
miilitary and Ciivil Service pro-
grams have automatically boosted
benefits in March and September
to compensate for any increase in
the Consumer Price Index of the
previous year. Such an automatic
inflation adjustment is rare in pri-
vate pension plans.

A federal employe who retired in
1970 with a monthly benefit of $300

rees fear cuts

now would receive $678 a month.
This 126% increase matches infla-
tion for the last 10 years.
Although both Civil Service and
military pensions are indexed to
the Consumer Price Index, signifi-
cant differences separate the two.
Civil Service employes vest after
five years of service; military per-
sonnel are eligible for pension
benefits only after 20 years ofduty.

- Benefit computation scales,
though, favor military personnel.
An Army colonel, for example, can
retire at half pay after 20 years of
service and 75% of base pay after
30 years. Pension accruals cease
after 30 years.

But a federal employe who re-
tired after 20 years would receive
an annual benefit equal to only
about 36% of his average salary for
the three highest consecutive
years. After 30 years, the annuity
would be worth about 56% of this
average salary.

While military personnel have to
pay Social Security payroll taxes,
federal employes are exempt from
the tax.

However, about 40% of federal

employes collect Social Security
benefits at retirement because

they work in private industry be-
fore or after joining the federal,
government.

Both Civil Service and military
programs have mushroomed in
size as a growing number of mili-
tary and federal employes reach
retirement age.

Last year, almost 1.2 million re-
tired federal employes collected
$10.57 billion in pension benefits.
The monthly benefit averaged
$795. In 1970, 662,223 retirees col-
lected $2.13 million in pension
benefits. The average monthly
benefit was $283.

INn 1979, military pensions
averaging $9,229 a year were paid
to almost 1.1 miillion retired ser-
vicemen and women. In 1970,
620,013 military retirees collected
an average annual pension of
$3,798.

Benefits paid in 1979 hit the $9
billion mark compared with $2.4
billion in 1970 for nondisability
pensions.

The cost of' federal and military
pensions has increased about five-
fold in nine years.

Federal employe unions are
mounting a lobbying campaign to
kill the Carter plan to cut biannual

i e =ass e = - -—

GAO hits link to CPI

WASHINGTON-The General
Accounting Office last month
lashed out against indexing pen-
sions to increases in the Consumer
Price Index. That S5ystem now
gives retired federal and military
employes some of the highest
benefits in the country.

"VWe believe it is unreasonable to
force taxpayers, whose incomes
are not fully protected from infla-
tion, to pay for full automatic in-
dexation of federal retirees’' bene-
fits," a GAO report to Congress
said.

The full automatic cost-of-living
increases in federal retirees' bene-
fits have greatly exceeded the pay
increases granted to working fed-
eral employes and military person-

nel. GAO said this is "illogical,
highly inequitable and encourages
valuable, experienced federal em-
ployes to retire rather than to con-
tinue working.”

Since 1971, federal white-collar
employes have been granted 10
pay increases totaling 73% During
the same period, federal retirees
received 15 automatic cost-of-liv-
ing increases totaling 114%.

This wide variance between pay
increases and cost-of-living pen-
sion adjustments is causing mo-
rale problems in Civil Service
ranks, observers say.

Federal employes, particularly
top-level executive5, whose sala-
ries have been held down by pay
ceilings, resent retirees who g@t

Few public pensions
keep up with inflation

WASHINGTON-State and municipal employes need to bank
on more than their pension plans for a post-retirement income that

will stand up to inflation.

Less than 5% of the nation's 7,000 public pension plans provide
full and automatic cost-of-living adjustments, according to the
U.S. House of Representatives' pension task force.

But more than 45% of participants in state and local plans have
had pensions adjusted by a constant percentage.

« Benefits under the Nevada public employes retirement sys-
tem were raised 1.5% annually from 1970 to 1974 and have in-
creased 5% each year since, said Will Keating, assistant executive

officer.

« The Louisiana state employes retirement. system boosted
benefits 3% each year from 1969 to 1977. Benefits were increased

10% in 1978 and 16% last year.

« In Los Angeles, benefits last year were increased 17% for re-

tired city police officers and firefighters, whose pension plans pro-
vide automatic indexing to the Consumer Price Index.

But such generous benefits-a Los Angeles police officer can

full cost-of-living increases.

"We can appreciate their con-
cern. This situation is very inequi-
table,"” the GAO said.

Instead ofa full automatic index,
the GAO suggests pension adjust-
mentsbelimitedto 75%0fthe Con-
sumer Price Index increase or to
the average pay increase granted
active federal employes.

In 1979, retired federal employes
received two pension adjustments
totaling 10.8%. Had those adjust-
ments been limited to 75% of the
CPIl increase, or 8.1%, 1979 retire-
ment outlays could have been re-
duced by $600 million. Outlays
that year were $22 billion.

If the adjustments had been Iim-
tied to the 7% pay increase federal
white-collar employes received in
1979, retirement costs would have
been slashed $800 million.

"A new policy oflimiting annual
annuity cost-of-living increases to
the - average percentage pay in-
crease granted to active federal
employes would be more logical,
more equitable and less costly,”
the GAO report says. -
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Wm. Rigg Co.

is pleased to announce
the appointment of

Charles A.Genglerjr

as its new president.

Mr Gengler, a recognized leader in the insurance community, brings to

Wm. Rigg Co. 18 years of diversified experience in the industry

He comes to Wm. Rigg Co. from Alexander & Alexander in Fort Worth where he

was production manager and vice president Previously he was
vice president of Johnson & Higgins in Dallas and Houston.

Mr. Cengler's appointment reaffirms the company's commitment to growth and to

superior insurance service for its personal and commercial clients
throughout the Southwest.

mjggca

Fort Worth « Houston « New Orleans
Corponte Headqurters: 444 West Seventh, Fort Wonh, Texas 76102 (817) 3354444

YOUR BEST STRATEGIC MOVE...

retire after 20 years at 40% of base-have put a strain on city fi-
nances. Police-firefighter pensions now cost the city $165 million,
but a recent actuarial study estimates the cost could balloon to $400
miillion.

Many public plans face an uncertain financial future. The Gen-
eral Accounting Office reported last year that 53 of 72 state and
municipal pension plans need major cash infusions.

In Pennsylvania, which has 25% of the nation's public pension
plans, the plans have amassed more than $2 billion in unfunded
liabilities. Some ofthe plans are teetering on the brink of financial
disaster, said Vince Carocci, an aide to State Sen. Craig Lewis.

Sen. Lewis has proposed raising to 3% from 2% the premium tax
for out-of-state property/casualty insurers to help bail out the plans.

Although some public employes have won lucrative pensions in .
recent collective bargaining battles, many public employes who
retired in the 1950s and early 1960s receive small annuities.

Bayly, Martin & Fay International, Inc.
I International Insurance Brokers & Risk Management Consultants

Corporate Headquarters « 3200 Wilshire Boulevard - Los Angeles, California 90010 « (213) 736-9600
®Copyright 1980
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Labor Dept. eases small plan reporting

WASHINGTON-Small pension
plans will have to file full financial
reports with the federal govern-
ment only once every three years
instead of annually, the Labor De-
partment announced last week.
The move is to lighten employers’
paperwork.

The system will be available to
pension or welfare benefit plans
with less than 100 participants.

Once every three years, small
plans will file revised Forms 5500-
C or 5500-K. In other years, small
employers will file a new Form
5500-R, a brief registration state-
ment.

Triennial reporting will go into
effect for the 1980 plan year.

Benefit reports

Employers must furnish em-

london line
U.K. bank

revives

broking

LONDON-The Midland Bank,
one of the United Kingdom's top
broking groups, is trying to reacti
vate its interest in a Lloyd's bro
kerage through its Midland Group
Insurance Brokers associate.

Brokers in London believe
MGIB may become a significant
operation if it can pull in enough
business from the bank's existing
clients around the world, but that
it could face opposition from ma
jor broking groups.

Until two years ago the bank,
which ranks among the top four in
the country with assets of $45 bil
lion, owned the Bland Payne in
surance broking group. But when
the link with Alexander & Alexan
der was proposed in November
1978, Midland pulled out of the
merged group Sedgwick Forbes
Bland Payne.

It shed its final 10% interest in
the group for $45 million.

"If the Crocker deal goes
through we may well hope to get
some U.S. business for Lloyd's,"
said Richard Low, managing
director of MGIB, formerly with
U.K. broker Glanvill Enthoven.
Midland Bank is finalizing an $820
million acquisition of Crocker Na-
tional Bank of California, the 14th
largest U.S. bank.

Mr. Low adds that the bank will
"just steadily" enter the insurance
broking market, but agrees it can
become quite active in areas where
the bank now operates success-
fully, such as Britain, France and
other European countries.

For the past eight years the bank
has had a broking associate operat-
ing solely in the United Kingdom,
Midland Bank Insurance Services,
which has placed life, pension and
personal lines for local customers.

Fire damage

U.K. insurers are facing $75 mil-
lion in claims for the loss of the
historic Alexandria Palace Exhibi-
tion Hall in North London, dam-
aged by fire July 10.

The hall, more than 100 years
old, is the largest single-building
fire loss ever faced by the domestic
insurance market. Insurers al-
ready anticipate $180 million in
claims for a blaze at a British aero-
space factory, the biggest loss re-
corded by the British Insurance
Assn. (EIll, April 7). -

washington

ployes with individual reports
summarizing their ben€fits within
six months of the elcse of a
company's plan year, the Labor
Department has proposed.

Vested participants would .e-
ceive complete benefit statements
while others would receive a form
letter or statement informing them
that their benefits are r.c,1 vested.

The annual benefit statement
must be written to be understood
by the average plan participant or
beneficiary.

Comments on the benefit state-
ment proposal, which was
published in the Aug. 1 1980, Fed-
eral Register, should be sent to the
U.S. Department of Labor, Pen-

sion and Welfare Benefit Pro-
grams, Division of Reporting and
Disclosure, Room N-4508, Tash-
ington, D.C. 20216; attention: ' Sin-
gle Employer” Ir.dividual Benefit
Reporting and Recordkeeping
Procedures. The deadline for com-
ments is Oct. 1.

Tax deductions

A mAjor insurance trade grjup-
the American Ccuncil of Life In-

surance-is urging Congres : to

pass legislation allowing employes
to deduct from federal income

taxes contributions made to corpo-
rate pension plans.
"By stimulating persons to save

more for their retirement and en-
couraging employers to establish
qualified pension plans, an em-
ploye retiremen: savings deduc-
tion will alleviate pressures on the
Social Security system,”" ACLI ex-
ecutive vp Richard Minck told the
Senate Finance Commit:ee.

Tax deductions for employe
pension contributions also would
lead to increased capital forma-
tion, which is essential for a grow-
ing and dynamic economy, MI.
Minck added.

The ACLI and other interest
groups, including pension consul-
tants, commercial banks and retir-
ees. support a proposal (S.B. 557)
introduced by Sen. Lloyd Bentsen
(D-Tex.) that would allow em-
plc-yes to annually deduct ug to
15% of salary or SP,500, whichever
is less, for contributions to a lien-

sion plan.

OPIC coverage

President Carter is exiected to
sign Fegislation (S.B. 1 9162 that
would allow the Oversees Private
Investment Corp. to provide politi-
cal risk insurance to U.S corpora-
tiocs Investing in the People's Re-
public of China.

The legislation would authorize
021C to extend its investment in-
si.rare, loan guarantees and fi-
nance programs to U.S. investors
interested in developinE projects
in C hina.

The 1961 Foreign Assistance Act
bars tnese services in Communist
cour.tries, with :he exception of
Yugoslavia and Romania. The leg-
islat-cn would add China to the ex-
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EVERYBODYYTALKINGABOUT

HEALTH CARE COST PROBLEMS.
WE THOUGHT YOU'D LIKE TO
HEARAFEWSOLUTIONS.



datebook

SEPT. 11-12. Occupational Health
Conference in Salt Lake City,
sponsored by the American Medi-
cal Assn.; $65 for physicians and
$45 for others. Barbara Jans-
son, department of environmental,
public and occupational health,
American Medical Assn., 535 N.
Dearborn St., Chicago Illl. 60610;
312-251«6669.

SEPT. 15-16. How to Audit and
Check Insurance Policy Costs and
Coverages Course in Atlanta,
sponsored by the American Man-
agement Assns.; $435 for mem-
bers, $495 for nonmembers. Also
Oct. 1647 in Chicago. AMA, 135 W.
50th St., Naw York, N.Y. 10020;
212-246-0800.

SEPT. 15-16. Hospital Liability
and Risk Management Seminar in
New York, sponsored by the Prac-

tising Law Institute; $250. Also
Oct. 27-28 in San Francisco, PLlI,
810 Seventh Ave., New York, N.Y.
10019; 212-765-7000.

SEPT. 15-16. Self-Insurance and
the Use of Captive Insurance
Companies Seminar dn New York,
sponsored by N€w York Univer-
sity; $670. Also Oct. 20-21 in At-
lanta. Heidi E. Kaplan, Dept.
20NR, conference center, 360 Lex-
ington Ave., New York, N.Y.
10017; 212-953-7272. ext. 296.

SEPT. 17-19. Charting Successful
Retirement Planning Programs
Workshop in Kansas City, spon-
sored by Retirement Advisors,
$350. Also Oct. 1-3 in Seattle, Oct.
Oct. 15-17 in Washington, D.C.,
and Oct. 29-31 in Dallas. RAI, 720
Fifth Ave., New York, N.Y. 10019;
212-245-2650.

SEPT. 18-19. How to Analyze and
Forecast Insurance Risks Course

in New York, sponsored by the

American Management Assns.;
$435 for members, $495 for non-
members. Also Nov. 13-14 in Chi-
cago, AMA, 135 W. 50th St., New
York, N.Y. 10020; 212-246-0800.

SEPT. 21-24. Canadian Risk Man-
agement Seminar in Winnipeg,
Manitoba, sponsored by the Cana-
dian chapters of the Risk & Insur-
ance Management Society; $175,
$35 for spouse. Manitoba chapter,

RIMS, P.O. Box 2216, Winnipeg,
Manitoba R3C 3RS.

SEPT. 22-23. Feasibility Analysis
for Captive Insurance Seminar in
New York, sponsored by the Ad-
vanced Management Research In-
ternational; $595 per person, $550
per person for two or more. Phil
Springer, AMR International, 1370
Ave. of the Americas, New York,
N.Y. 10019; 212-974-0836.

SEPT. 22-23. Insurance Services
Office's Statistical Seminar in

New York; cost to be between $100
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and $150. Jerri Schwart=, IsSsO, 160 \

Water St., New York, N.Y. 10038;
2124874721.

SEPT. 22-24. International Inter-
modal Cargo Liability Confer-
ence in New York, sponsored by
Shippers National Freight Claim
Council Inc., $325 for members,
$350 for nonmembers. Also Oct 27-
29 in San Francisco. SNFCC, 120

Main St., Box 2, Huntington, N.Y.
11743.

SEPT. 22-25. Fundamentals of
Reinsurance Seminar in Irving,
Tex., sponsored by the University
of Dallas; $395. Bruce Evans, Risk
Management Institute, University
of Dallas, Irving, Tex. 75061; 214-
438-5765, ext. 360.

SEPT. 22-26. Total Loss Control

Management Seminar in Houston,
sponsored by the International
Safety Academy; $495. ISA, P.O.
Box 19600, Houston, Tex. 77024;
TS =200 . -

When a problem is talked about as much
as this one, it's sometimes difficult to see the
progress that's teing made.

Tie fact is, significant progress has already
been made in controlling the rising cost of
heath care by Blue Cross and Blue Shield Plans.

ABREAKTHROUGH.

In t.e past decade, programs we support
like oct-patientdiagnosticand same-day surgery
have helped cut the average hospital stay oi
our subscribers by one full day. And saved
$1,250.000,000 last year alone.

Blue Cross and Blue Shield .. .
Plans often have special
arrangements with hospitals
and physicians supporting a S
wide range of cost containment ror- T =1

initiatives. This means value
added and /ower benefit costs 90 to 95% OF YOUR
to enrolled groups_ HEALTH CARE DOLLAR
Y b | th t USUALLYGOESTO
ou see, we elieve a BENEFITCOSTS.AND
the solution t6 the problem lies THATS WHERE WE CAN

in controlling all your costs. MAKE THE BIGGEST
DIFFERENCE.

THE EXPENSIVE ASSUNIPTION.

Some buyers make the assumption that the
cost of benefits will always be the same. After
all, the same people will get sick and incur the
same costs, no matter who the carrier is.

But the fact is, there can be a big difference.
The cost of health care coverage is actually two
costs. The cost of benefits. And the retention
costs (everything from administrative costs to
reserves). But all too often, only retention costs
get much attention.

Benefit costs are where most of your health
care coverage dollar goes. Controlling benefit
costs can have a real impact on your bottom line.
Which is why we're so committed to containing
them.

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

Wte for the free booklet: "The Most Effec-
tive Health Care Protection For Your Employees:'
Blue Cmss and Blue Shield Associations,

Box 8008, Chicago, IL 60680.

Blue Cross®
Blue Shield®

HELPING CONTROL ALLYOUR COSTS.

. Trends of Self-Insurance in
the'8Os is a new brochure from the
National Loss Control Service
Corp. that examines the factors
that will most affect the continued
growth ofself-insurance. For a free
copy, write NATLCSC, Long
Grove, lll. 60049.

- Haig Neville Associates is of-
fering a free portfolio including:
How to Design Specifications and
Negotiate for Insurance, Munici-
pal Risk Management series,
Counselors Course for Michigan
License and Computer Risk Man-
agement series. Also available are
series on captive insurance compa-
nies, educational institution risk
management and articles on risk
management. Write Haig G.
Neville, Haig G. Neville Associ-
ates, 6290 Commerce Road, West
Bloomfield, Mich. 48033.

- International Underwriters
Inc. has prepared a report entitled
Self-Insurance for Associations
and Groups that explains the
many cost-reducing advantages of
self-insuring professional liability
risks. For a free copy, write In-
ternational Underwriters Inc.,
Suite 1200, 1737 Chestnut St., Phil-
adelphia, Pa. 19103.

= Inflation and how to deal with
it was the topic of a recent Kwasha
Lipton Seminar. For a free copy of
transcribed speeches on the poli-
ties and economics of inflation,
write department M, Kwasha Lip-
ton, 429 Sylvan Ave., Englewood
Cliffs, N.J. 07632.

- Minimize exposure to product
liability suits with Product Liabil-
ity: A Loss Prevention Manual for
Wholesaler-Distributors, a book
published by the National Assn. of
Wholesaler-Distributors. The book
tells industry executives how to 10-
cate the most affordable, available
product liability coverage. Send
$16.50 to NAVW Publications, Na-
tional Assn. of Wholesaler-Distrib-
utors, 1725 K St. N.W., Suite 710,
Washington, D.C. 20006.

. What's Happening in Product
Liability? Some Recent Studies
in the Field is available for pur-
chase. The publication consists
mainly of papers presented at the
fall 1979 meeting of the Machinery
& Allied Products Institute. It is
available to MAPI member compa-
nies for $4 and $6 for all others.
Write Charles Derr, senior vp, Ma-
chinery & Allied Products Insti-
tute, 1200 18th St., N.W., Washing-
ton, D.C, 20036.

Why Texas

workers'

comp coverage
should be

written in Texas.

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

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

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

214/653-8100.

Texas ErmPLoverRs"

AssociaTion

INSUMaRce

Dallas, Texas 75221

Employers Insurance of Texas:

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

Employers National life Insurance Co.
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Arson causes 26% of losses

PHILADELPHIA-Arscn
causes 26% of the damage losses
for schools around the nation, ac-
cording to an analysis by Insur-
ance Co. of Norm America.

The analysis, based on a study of
major school claims during 1979,
showed fires accounted for more
than half :fall claims of $50,000 or

AUTO

FIRE

more. Half of these .major fires
were deliberately set, INA's anal-
ysis found.

Schools in the Soith and West
recorded Ihe worst. experience
with arson and fires of unkncwn
origin accounting fir more thail
50% of all claims cf $50,000 or

_— .

MARINE

SUBROGATION

BENNETT & BENNETT

Attorneys

Serving over 150 insurance compan es. We c,Ifer quick, efficient
computerized processing and acjistment o your subrogatior

Claims. Current status reports Reasonable contingent lees.
Send for FREE Brochure

Home Cffice: 769 Northfie d Avenue

West Orange, New Jersey 07052

New York

(212) 926-2824

New jersey
(201) 325-0033

Ftcrida Pmnns,lvania

,305) 371-8234 (215) 563-2168

Deadline for passage
threatens comp reform

By RHONDA L. RUNDLE

SACRAMENTO Califcrnia
employers are close to getting
some workers compensation re-
forms they want, but th€ clock
may run out on them

With only three weeks left in the
legislative session, prospects for
passage of the substantially
amended reform bill this year are
slipring.

"The bill is vastly improved in
some respects, deteriorated in
others." said Joe Markey, legisla-
tive advocate for the California
Self-lnsurers Assn.

Employers favor the phased-in

1 ~ 1 101

increases in temporary disability
compensation and a reduced in-
crease m death benefits. But limits
on litigation have been watered
down and employers aren't
p-eased with new increases for
permanent disabEity, Mr. Markey

said.

The latter changes undoubtedly
will make the bill even less palat-
able to many employers who flatly
opposed the initial, more sweeping

version. They did not believe the
administrative reforms went far

enough.

Delays sought by opponents
could kill the bill. The measure is

11

believed to carry a high priority
with Gov. Jerry Brown, but stacks
of other bills must be considered
before the legislature adjourns
Aug. 31.

Before the bill reaches Gov.
Brown's desk, it must clear a num-
ber of legislative hurdles. The full
committee on finance, insurance
and commerce will vote on the bill
Aug. 18. Next the bill goes to the
assembly floor and then to the sen-
ate floor for a final vote of concur-

Major proponents of the bill, in-
cluding Gov. Brown, organized la-
bor and the insurance industry,
maintain proposed benefit in-
creases to injured workers will be
largely offset by significant reduc-
tions in medical and legal costs of
disputed claims (Bl, May 26, July
7).

Amendments incorporated July
9, however, have significantly
weakened the bill's reform as-
pects. Although attorneys con-
tinue to oppose the measure, their
voices are quieter now, said Ron

Amendments have

significantly

weakened the bill's

reform aspects.

Markson, assistant general man-
ager of the California Workers
Compensation Institute.

Major changes in the original
bill as identified by the compensa-
tion institute are:

- Phased-in increases for tem-
porary disability over a three-year
period, from the current $154
weekly maximum to $196 next
Jan. 1, $238 on Jan. 1, 1982, and
$280 on Jan. 1, 1983.

- Death benefit increases to
$60,000 for one surviving depen-
dent, $100,000 for more than one
surviving dependent.

The current max<imum is
$55,000-but the initial version of
S.B. 375 proposed an increase to
$200,000.

« A 14% increase in permanent
disability benefits over three
vears.

Maximum weekly benefits for
50% to 70% permanent partial dis-
ability would be raised to $80 from
$70 currently. The weekly max-
imum for disabilities of more than
70% would increase with the de-
gree of disability, approximately
$3.86 more per week for each 1%.

- A tightening of language
describing the preponderance of
evidence test, as requested by both
the CSIA and the California Manu-
facturers Assn.

- Elimination of the provision
deeming a claim compensable un-
less denied by the employer within-
60 days, plus other notice of claim
procedural changes.

- Regulation of attorney com-
pensation by the workers compen-
sation appeals board, based on
time spent on a case rather than a
contingency commission flat per-
centage of the award.

- Faster completion of the per-
manent disability study and revi-
sion ofthe existing permanent dis-
ability rating schedule used in Cal-
ifornia.

- Clarification of disability eval-
uation bureau procedures to en-
sure only one medical report is
used for determining the existence
and extent of permanent disabil-

- T~



Continued from page 1

Underwriters expect the settle-
ment to end all disputes involving
the ships, but so far Kaiser Alumi-
num & Chemical Corp., supplier of
the foam, hasn't been contacted. A
risk management spokesman at
Kaiser said it's fair to expect that
the settlement will have a ripple
effect on the Kaiser/Avondale liti-
gation over payment for the insul-
ating material and Avondale's
claim for damages (BI, April 7).

Lloyd's of London and London
marine insurers, who underwrite
72.5% of the builders risk policy,
late last month hammered out the
settlement in London.

American Hull Insurance Syndi-
cate, which has 15% of the risk, ac-
cepted in principle the settlement
offer at a meeting last Wednesday.
The $26.5 million payment will be

the largest ever for the 60-year-old
55-member syndicate. It's ex-
pected the other
underwriters in the U.S. and Scan-

marine

dinavia who have the remaining
12.5% ofthe builders risk, also will
accept the settlement.

Avondale's insurance is placed
as part ofthe master program of its

parent company, Ogden Corp. in
New York. Frank B. Hall & Co.'s

New York office handled the

placement, according to previous
interviews with Avondale's risk

manager, Dean Church.

Mr. Church declined to discuss
this pending settlement, explain-
ing the company couldn't com-
ment until the settlement was
finalized.

El Paso's owners interest policy
was placed in London through

Multiemployer

plans threaten
PBGC funds

Continued from page 2

be cheaper for an employer to
withdraw, leaving the liabilities on
the shoulders ofthe remaining em-
ployers in the plan rather than
fund promised benefits.

As more employers withdraw,
PBGC will haveto raise premiums
for remaining employers to pay
benefits to workers whose employ-
ers withdraw.

"The premiums will have to be
raised to such an exorbitant level
to support atermination insurance
program that more terminations
will take place," says Michael Gor-
don, a Washington attorney.

"We need a new form of insur-
ance for the multiennployer pro-
gram. If we don't get it we are run-
ning the risk that the entire mul-
tiemployer program will have to
be done away with."

The pending legislation is de-
signedto avoid the vicious circle of
employers withdrawing to escape
liability, forcing hikes in termina-
tion insurance premiums leading
to more withdrawals by those un-
able to afford the premiums.

Withdrawing employers would
be responsible for 100% of their
share of a plan's unfunded vested
liabilities, a disincentive to with-

drawal.

The rescue plan also would:

- Boost multiemployer pension
premiums from the current annual
50 cents per participant to $2.60
per participant over anine-year pe-
riod.

» Reduce guaranteed benefits to
100% of the first $5 of monthly
benefits per year of service and
75% of the next $15 per month per
year of service for strong plans and
65% for weaker plans. The PBGC
at most would have to guarantee
about half of the monthly $1,159
maximum benefit it guarantees for
single-employer plans.

The PBGC was established un-
der ERISA to guarantee the vested
benefits of participants whose
pension plans terminated with in-
sufficient assets to pay promised
benefits.

Companies with pension plans
pay the PBGC $2.60 per participant
to guarantee benefits. PBGC gen-
erally guarantees 100% of the
vested pension benefits of
workers, subject to a current
monthly ceiling of $1,159.

But Congress delayed manda-
tory PBGC coverage of multiem-
ployer plans, recognizing that their
unfunded liabilities were so huge
they would swamp the PBGC. -

COIN DEALERS

LIVESTOCK

COMMERCIAL AUTO PHYSICAL DAMAGE

We have an excellent market!

*t # SAm#m.

INSURANCE BROKERS INC.

j —

409 N ROBERTSON BOULEVARD
LOS ANGELES, CALIFORNIA 90048

<o

*%Sﬂ;r

(213) 27+7071
TELEX: 194206 /5/PLSA

Member of the ISIP Group, Switzerland

SERVING THE ENTIRE UNITED STATES

Houston broker Desert American
Insurance Agency, Business Insur-
ance learned.

The $300 million payment will
be made in installments. An initial
payment of $90 million is to be fol-
lowed by three annual payments
of $70 million each.

In making the settlement offer,
the underwriters are accepting
Avondale's and EIl Paso's claims of
unrepaired damage, a marine mar-
ket source told BI. It appears the
underwriters are ready to accept
the cracked insulation as an acci-
dent and not pursue suits against
anyone for negligence.

The settlement involves not only
El Paso and Avondale, but also the
U.S. Maritime Administration,
which guaranteed the bonds is-
sued by El Paso subsidiaries to fi-
nance purchase of the three ships.
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Insurers offer $300 million settiement

A portion ofthe $300 million set-
tlement will be put in the escrow
for paying off the bonds, an EI
Paso executive toldBl. About $240
million is outstanding, he said.

That leaves El Paso with about
$60 miillion from the settlement
paid by underwriters, plus what-
ever it can get in selling the ships.

The ships can be used to haul

other cargo, the El Paso executive
said.

The cracks in the foam insula-
tion of the containment tanks
make the ships unusable for LNG,
the executive said. The first barrier
of an aluminum alloy in the double
hull ship is sound, he explained.
But if there were a leak in this first
barrier, the cracks in the foam in-
sulation would permit the extreme
cold ofthe liquefied natural gas to

crack the outside steel ofthe vessel
or at least cause it to separate.

The cracks were found in July
1979 when the first completed ship
was tested. Avondale announced
in June it wouldn't finish con-
struction on the other two ships.

El Paso Co. doesn't need these
ships from Avondale anymore, the
El Paso Co. executive noted.

Its current fleet of six LNG car-
riers built with different insulation

systems by other shipyards can
handle its needs. -

ATWOOD & CO.
Consulting Actuaries
Review of Reserves for
Captives & Self Insurance
5000 Ambrose Ave.

Los Angeles, CA 90027
¢213) 661-9260

ban>x&—-anm AdknNnwam ...

ASIMmallies
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INndependent

claims adjus™rs
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ASI-Adjusting Systems International
-now offers you custom designed
multi-line property/casualty adjusting
services. ASI has been specifically
created for those selective claims
executives, risk managers, brokers and
risk management consultants who
prefer the professional expertise of
the independent adjuster... but require
the use of a central facility.

Through a single toll-free number
(800/621-8130) you can be in touch
with over 300 ASI offices in the United
States, Canada, Mexico, Central and
South America...all of them staffed
with professionals of proven
experience and performance.

Let ASI, the new independent force
in adjusting put together a plan for
you. For a copy of the ASI Directory
and more details about our capabilities,

please call or write... John Cones,
Executive Vice President, Adjusting
Systems International, Suite 500,

625 North Michigan Avenue, Chicago,
Illinois 60611. 800/621-8130.

(In lllinois, 312/943-1511.)

The new international neti,4»*

€f independent adjusters

Adjusting Systems International.
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Companies fail to calculate EDP risks

Continued from page 1

Cowan, Commercial Union Insur-
ance Cos. assistant vp. The rest go
out of business because they lose
customers, Mr. Cowan said.

CLAIM MANAGEMENT
SERVICES

RISK MANAGERSCAPTIVES/REINSURORS

casualty reserves « major case -«
audit/review « program analysis
= contract adjusting analysis -
- self-insured - aggregate cov-
ers » experienced in Fortune 500
claim programs

John J. O'Connor
B.A., L.LB., 1.1.A.
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564

"The average company can sur-
vive 10 days without its com-
puter,"” said Louis J. Scoma, presi-
dent of Data Processing Security
Inc. of Fort Worth, Tex. "After
that, it loses 91%of its business ac-
tivities.”

Two University ofMichigar. pro-
fessors predict large corporations
are on the brink of computer disas-
ter, too.

"Several spectacular catastro-
phes can be expected to bring the
seriousness of the predicament
into sharp perspective in the next
few years," write professors Den-
nis G. Severance and Alan G. Mer-
ton in a report on corporate inter-
nal controls prepared for the
Financial Executives Institute.

"The risk of a data processing di-
saster in American corporations
today is significantly greater than

Gilfl {1

12121t

a7 1.
5116

M.

realized by many senior-level man-
agements.”

The Financial Executive Insti-
tute, which surveyed 350 execu-
tives at 50 U.S. corporations found
EDP control to be management's
No. 1 internal control concern.

Cosmetic steps

"Awareness has achieved a level
where many companies have done
cosmetic things that give the ap-
pearance of protection,-' said
Leonard |I. Krauss, who heads
Ernst & Whinney's EDP protec-
tion consulting practice.

"A computer center can be
locked up like Fort Knox-even to
the point where it interferes with
the ability of data processing per-
sonnel to perform their jots-but

protection may be poor : gainst

¥i

STABILITY.
INTEGRITY.

Building a strong tomorrow is an

objective challenged by today's soft mar-
ket and pervasive business uncertainty.

Associated International Insurance

Company is meeting the challenge by

structuring our future on the keystones of

KEYSTON ES FOR TOMORROW.

people accessing the system from
remote terminals.

"Even with unlimited money, a
company can't buy a perfect secu-
rity system."”

Mr. Krauss recommends, in-
stead, going to a fail-safe system
where each security barrier has a
backup. "It's buying 80% ofthe an-
swer for 20% of the expenditures,”
he says.

He said management should in-
vest the savings in better person-
nel screening, protection against
unwarranted access, fire and water
damage and computer disaster re-
covery contingency planning-the
weakest link in many firms' de-
fenses.

"Top management of companies
think they have contingency
plans,"” said Mr. Devlin of Devlin

Associates.

stability and integriy. These timeless
principles will support our pledge of
dependable, equitable and continuing
underwriting of excess and surplus lines.
Associated's promise is a keystone our
producers and insureds can build on.

ASSOCIATED INTERNATIONAL INSURANCE COMPANY

Member Stewart Wrightson Insurance Group, London

Excess * Special Risk « Surplus Lines « Liability and Property
Home Office: 3670 Wilshire Blvd., Los Angeles, CA 90010 « (213) 385-2017 lelex 67-3231

Cosmos Management Services Co.,an lllinois corporation

Chicago Office: 300 West Washington Blvd., Suie 1405, Chicago, | L 60606 « (312) 346-4560 Telex 20-631 1

Business accepted through specifically qualified surplus line brokers.

"They really only have an over-
view of a contingency plan. That's
:he scary thing, because there are
not that many people in the U.S.
who have viable plans that are reg-
ularly tested.”

Of 10,000 major computer users,
500 to 1,000 U.S. firms have good
working plans, Mr. Devlin says.
'It's shocking if you knew how
many of the 100 largest companies
don't have viable contingency
plans.”

Inadequate plan

Spreading operations among
warious data centers is not an ade-
luate substitute for a solid contin-
:ency plan, experts say.

"1 think that just changes the
lisk," said Steven J. Ross, assis-
tant vp o f Irving Trust Co. of New
York.

"The criticality of the operations
at one center may be so great that
:he time lost in switching will have
a mAjor cost impact.”

Multiple location data process-
ing operations are not immune

. from telecommunications failures,

he adds. "What if you were depen-
dent on a satellite and the satellite
was lost?”

Alternate data processing sites
are essential to good contingency
planning. Few companies, how-
ever, can justify the cost of a
standby center. Sunguard Ser.
vices Inc., a subsidiary of Philadel-
phia-based Sun Co., and Data Pro-
zessing Security offer less costly

Water weapon
returns again

NEVYVW YORK-AN old
weapon is being brought
back into the war against
EDP disasters: water.

Fire protection engi-
neers no longer shun the
use of sprinklers in con-
trolling computer room
fires if the sprinklers are
the right type, says
Leonard |. Krauss, princi-
pal consultant in Ernst &
Whinney's EDP protection
consulting practice.

Sprinklers originally
were banned from the
computer room because
water could destroy the re-
sistors and capacitors that
made the machines run, he
explained. Modern, solid-
state technology is less

vulnerable to water, he
adds.

Although a Halon 1301
i fire suppression system is
the ideal protection
against computer room
fires, dry pipe sprinkler
systems with high tem-
perature fuses are recom-
mended as a backup, Mr.
Krauss says.

The dry pipe system re-
lies on a smoke or heat de-
tector to open a main valve |
to the sprinkler heads.
Sprinkler head fuses also
must be melted for the sys-
tem to work. The pipes are
normally kept dry to pre-
vent water damage be-
cause of a broken pipe, he

a0ds...c-

counters the heat damage
from a fire, Mr. Krauss
points out. If the water is
clean, it will not hurt the
computer components.

Cools and



options (BIl, Aug. 20, 1979).

Partly to answer the parent
firm's needs, Sunguard built a
backup computer center housing
an IBM 3033 that can be used by
subscribing firms in an emer-
gency. Data Processing Security's
recovery operations centers pro-
vide all the amenities of a com-
puter center except for the com-
puter.

The computer can be shipped
within a couple of days from a
supplier's factory, says Data Pro-
cessing Security's Mr. Scoma.
Subscribers pool their resources to
purchase specialized equipment
requiring a long lead time.

At Irving Trust, which sub-
scribes to Sunguard, long-range
contingency planning has been
under way for several years, Mr.
Ross says. "We're even using com-
puter modeling to simulate what
would occur during a disaster."”

More important than getting re-
placement equipment running is
recovery o f lost data.

"The key to recovery is making
sure the files stored offsite are the
correct files for recreating the ap-
plications to the time of the disas-
ter," Mr. Devlin said. "Ifa disaster
occurred today, the company
should be able to recreate every-
thing up till last night."”

Evaluating risk

EDP insurers are paying greater
attention to the adequacy of a
risk's contingency planning in un-
derwriting decisions. St. Paul Fire
& Marine Insurance Co. revised its
engineering and loss prevention
survey 1 b& years ago to give more
attention to contingency planning,
says Marr P. Haack, regional man-
ager in the inland marine depart-
ment.

"When we look at a new pros-
pect, we expect them to have a
well-thought-out and written con-
tingency plan and emergency

, plan. If they don't, we try to work
with them to develop one.”

Commercial Union Insurance
Cos., which recently introduced an
all-risk EDP policy, "has to be
satisfied with a risk's continuing
plan before writing coverage,”
says Mr. Cowan. "We wouldn't be
ready to take on an individual risk
with one computer and little
backup.”

Rates for EDP physical damage
and business interruption cov-
erage have dropped because of

I market competition and techno-

logieal improvements.ces ror wei-

protected risks fall mostly be-
tween 15 and 25 cents per $100
value with best risks rated as low

as 10 cents per $100, said St. Paul's
Mr. Haack.

, A mjor insured loss could send
rates soaring, he warned.

Computers are better risks today
because they-give off less heat and
are less susceptible to water dam-
age, says CU's Mr. Cowan. For a
computer center in a fire-resistant
building, the rate could range from
25 to 50 cents per $100, he said.

Risk managers have limited in-
volvement in EDP contingency
planning, said Ernst & Whinney's

Mr. Krauss.

RIMS officers

SAN FRANCISCO-The North-
ern California chapter ofRIMS has
elected officers for 1980-81.

They are: president, Emmet F.
Monaghan, director of risk man-
agement and real estate at Kaiser
Aluminum & Chemical Corp.; vp-
programs, Thomas E. Boss, ad-
ministrator of corporate insurance
at Crown Zellerbach Corp.; vp-ar-
rangements, Kenneth J. Kwid-
zinski, insurance and risk adminis-
tratér at Kaiser Steel Corp.; secre-
tary, Josephine Wortley, liability
and international insurance super-
visor at Del Monte Corp., and trea-
surer, Judy Adams, risk manager
for Alameda County. -

"Few people in data processing
protection are risk managers,”
added Irving Trust's Mr. Ross.

However, at North Carolina Na-
tional Bank in Charlotte, Tom
Black, assistant vp and risk and in-
surance manager, worked with a
senior EDP systems specialist to
get top management to recognize
the need for contingency planning
and a backup facility.

When the bank cut back from
three data processing centers to
one, "you realize if something hap-
pens, you're in bad shape," he said.
"We depend on the computer for
everything from handling demand
deposit accounts to our own pay-
rolls. We couldn't afford a delay
longer than a few hours."

"Risk management must play
the role of a catalyst in making
sure disaster recovery planning is
documented and maintained,"” Mr.
Devlin said. "Risk managers
should be looking into exposure
their companies have in data pro-

CeSSihQ- -
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Police Professional Liability.

= Occurrence Form
- No Deductible
 Federal Law 1983

* Prior Acts

* Punitive Damages
- No Aggregrate

International Association 6f Chiefs of Police

c/o Bayly, Martin & Fay/San Antonio

RO. Box 17800 « San Antonio, Texas 78217
1-800-531-7205 + 1-800-292-5721 (Texas)

HAN STAR:

SEEIN

G IS BELIEVING.

1 #

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition

of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering

appropriate plan revisions.
HANSTAR's flexibility in claim administration extends
to the full spectrum of fully insured, MPA and ASO plans.
See what HANSTAR can do for you. Call Paul H. Gregg,
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. ..

NMutual

Life Insurance
Company

Boston, Mass.
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classified advertising

RATES AND CLOSING TIME:

$350 per line, minimum charge $17.50. Cash with order. Figure all cap lines
(maximum-two)26 letters and spaces per line; upper and tower case 34 per line.
Add two lines for box number. Replies are forwarded daitv. Closing deadline:
Copy in written form in Chicago office not later than noon. Monday, 7 claus pre-

PROF. POSITIONS AVAIL. BACKGROUND INVESTIGATIONS

Risk & ben mgr., midwest 40M

Asst RM, NJ, P&C . . 22M
Claims asst. mai. corp. . 22M N :

Safety engrs, NYC/CT 25-40M Iégu)lo{menll hlSc:Or):.aInd experience accounts and develop special

JOHN'HUTTNER ucational credentials market where we enjoy exclu-

sive representation.  Salary i

(212) 732-3110 FIDELIFACTS, INC. Comm and great growth po-

david j. hollinger assoc., inc. 50 Broadway, N.Y.C., N.Y. 10004 tential. First year not under

212-425-1520 $24,000 and up from there.
150 Broadway, New York, NY 10038 Send resume or call (505) 924
1371,

SALES-SUNNY SOUTH

Medium size agency needs P/C
professional now. Work present

covering:
Claim Investigations

Sid Sanders, CPCU
ALEXANDER & SANDERS INC.
P.O. Box 15526
Baton Rouge, La. 70895

Alexander

Aexander
ACCOUNT

EXECUTIVE

Commercial Property and

Business Opportunity ..
EMPLOYEE BENEFIT
COMMUNICATIONS GROUP

10 yr. old San Francisco
based firm with award win-
ning creative expertise in or-
ganization, concepts, writing,
design and production of
printed and audio-visual bene-
fit commjmcations. Sales po-
tential $1 million+. 39%
current net profit. 5 yr. key
creative personnel contract.
Major irs. brokers may reply
in confidence:

Box 365, BUSINESS INSURANCE
740 Rush St., Chicago, IL 60611

Casualty Insurance

The Dallas office of Alexander & Alexander of
Texas, Inc. is growing rapidly and needs your
professional expertise. You should have strong
technical abilities in commercial P&C insur-
ance and be able to service medium to large
commercial clients.

Your experience the past 5-10 years should in-
clude insurance company commercial P&C
underwriting or agency experience dealing
with commercial P&C accounts and /or mar-
keting coverages. L
We offer an excellent compensation package

' Texas energy client, marine experience.

ceding publication date. Published everv Monday. Display classified takes card
Tate of$41.00 per column inch, and card discounts on size andfrequency.Mail ads
to Barbara Tosheff, Business Insurance, classified advertising dept., 740 N. Rush
St., Chicago, lllinois 60611. Call (312) 649-5340 for more information. No verbal
phone copy accepted.

BUSINESS OPPORTUNITIES

SEMI-RETIRED SPECIALIST in cap-
tives available for occasional assign-
ment on per diem/retainer. Studies,

RISK MANAGER . ... s OPEN

RISK&BENEFITS MQR. . $3540K formation, start-up, on-going admin-
Mid t cliont Horalist. n " istration, special projects. reinsur-

idwest client, generalist, new spot. ance. trouble shooting, Director.

RISK MANAGER it $3545K 1 Available to risk managers, corpora-

i tions, associations and independent
I agents.
Box 364, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

University or health care RM needed.
EMPLOYEE BENEFITS MANAGER .................... $25-30K+

Florida client pensions and group.

Consulting/Executive Search

Risk & Benefit Donald Delaney

To the Insurance Industry
Recruiters

(214) 559-3820
3131 Turtle Creek - Suite 222 - Dallas, Texas 75219 Paul E. Runkle
Associates, Inc.
One Chase Road
Scarsdale, New York 10583
(914) 725-0773

HEALTH
INSURANCE
PROFESSIONALS

Call

(312) 649-5340

for more

San Francisco

Blue Crossof Northern California is still expanding
its sales force. With this new growth comes the
need for experienced health insurance pros that
can assume responsibility for senior sales and
sales management positions.

CLASSIFIED

Information

and the opportunity to grow with the largest
agency in Texas. If you would like to pursue
this career opportunity in strict confidence,
please mail your resume, letter or call:

JOHN GILBERT,
Regional Personnel Manager

34th Floor, 2001 Bryan Tower
Dallas, Texas 75201

SENIOR UNDERWRITING
SPECIALIST
PROPERTY & CASUALTY

Orlando, Florida regional
office has position avail-
able for an individual with
five + years experience. Bi-
lingual Spanish/English a

Ideal candidates will have had experience nego-
tiating with corporate executives, government
organizations, and unions as group accounts. A
degree in Marketing ora related field is preferred,
along with a California Disability License.

Blue Cross is prepared to offer an exceptional
salary and benefits package to the seasoned
professional. Please send yourresume, including
salary history to: Dept. 203A, Human Resources
Division, 1950 Franklin Street, Oakland, CA

RISK MANAGER

City of Santa Ana, California (Sal

ary $2139-$2600Imo.) Bachelor's
degree in public or business
administration, financial man-
agement or related field; and
considerable progressively respon-
sible management experience in-
cluding administrative responsi-
bility for the development of
industrial safety and/or risk man-

must. Orlando location in-
cluding Caribbean travel.
Salary open.

Send resume to:

Bolt 354, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

(214) 741-5171

an equal employment opportunity/
affirmative action employer M/F/H/V

Alexander
8Alexander

g

Insurance

Training Manager

The Insurance Company of North America is a major multiple-lines property
and casualty insurer. Our plans for expansion and determination to effectively
communicate the advantages of our product line have created the need for an
insurance training pro to serve as a Program Consultant for our Agent force.

A Business Degree is preferred, and a Degree in Instructional Design or
Education would be highly desirable. In addition, you should have 2-3 years'
experience in a property and casualty insurance agency or brokerage coupled
with 2-3 years in a training function. You should be well-versed in state-of-the-
art adult training techniques including needs assessment, program
design/development, and implementation (presentation/delivery). Thorough
familiarity with insurance industry and agency operations including trends,

regulatory climate and general problems along with superior management and
communications skills are musts.

Your sales/marketing orientation combined with all your skills will be fully
utilized to develop and implement high quality programs intended to meet the
needs of INA and our agents in the marketplace.

We offer an exciting, challenging, and highly visible position with significant
growth potential. You'll also receive a salary commensurate with your
experience and an excellent benefits package. For consideration, send your
confidential resume to: James W. Miller, Manager, Personnel Management &
Staffing, Property and Casualty Group, INA Corporation, 1600 Arch Street,
3rd Floor Tower, Philadelphia, Pennsylvania 19101. INA is an equal
opportunity employer.

94659. agement programs. Apply by Au-
gust 15, 1980, Personnel Depart-
ment, City of Santa Ana, 20 Civic
Center Plaza, Santa Ana, CA

92701, (714) 834-4154.

An Equal Opportunity Employer.

Blue Cross

of Northern California

NATIONAI

BROKERAGE
OPPORTUNITIES
LOUISIANA ACCOUNT EXECUTIVE
So. Louisiana agency seeks candidate
who has at least three years of com

Sales and Underwriting

Join the exciting world of special risks.
CNA, an industry leader in large lines,
invites qualified persons to apply for the
following positions:

mercia[ casualty underwriting experi
ence. Will be responsible for placement
(marketing) of $50,000 + accounts
Contad Jim Gilbert in Dallas for addi

tionals.
ACCOUNT EXECUTIVES COLORADO OIL & GAS
Sales-Openings in Chicago and Pittsburgh

for self-motivated candidates accustomed

Our dient continues to expand his oil
and gas division and has asked our as
sistance in bringing qualified account
executives with related energy experi

to calling on national brokers. Requires ence. Thoy have interest in two AES

a minimum of 5 years commercial casualty
experience with sophisticated cash flow
techniques.

now. One requires the servicing and
development of new accounts with the
emphasis on setvicing. The 2nd open

ing requires technically oriented randi

ACCOUNT MANAGERS date who will come from the primary of
agency underwriting ranks. Salary ne

gotiable but in the bracket of $40K to
$50K DOE. Contact Unda Mayer in
Denver

HOUSTON AGENCY

seeks solid technical skills which will

Underwriting-Openings in Chicago for
Senior Casualty Underwriters with solid
experience in loss-sensitive pricing. Some
familiarity with alternative funding tech-
niques highly desirable. Must feel com-
fortable in complex risk environment
working under deadlines.

benefit the casualty marketing depart-
ment of this growth oriented firm. ideal
candidates will have a minimum of four
years casualty underwriting back-
ground and will have at least started
some professional insurance studies.

Write or call COLLECT:

Degree preferred.
ATLANTA BROKERAGE

seeks 3rd quarter addition to a com-

(312) 822-7477
E. J. Giangrasse
mercial sales department having a dy-
namic growth year. Ideally, you will
have agency experience either in an

INSURANCE FROM

CNA Plaza underwriting capacity or in the servic-

1 Chicago, ing/production of commercial ac-
counts. Excellent relocation policy. Sal-

any package to mid-$305. Please con-

tact Evelyn Barnett in Atlanta.



3 indicted

INn policy
scandal

FORT WORTH-A federal grand
jury here has indicted three peo-
ple, including a former county
prosecutor, in connection with a
bogus livestock insurance agency.

The July 29 indictments include
19 counts of mail fraud against
John A. Brady, former Tarrant
County felony prosecutor; Glenda
Morgan, head of a bail bond firm,
and James E. Rosenbaum, an in-
surance man.

According to the charges, the
trio started National Livestock In-
surers Inc. (later National Live-
stock Insurance of Fort Worth) in
1978 and sold insurance covering
cattle, horses and carnival animals.

The company never paid pre-
miums collected to the insurers,
according -to the government in-
vestigation.

Postal inspector Ron Yates, who
was in charge of the investigation,
cited two examples. In one ease, a
carnival paid $27.000 in premiums
for insurance that was canceled
because the funds were never re-
ceived by the insurer. In another
case, an individual paid $2,125 and
never received a policy.

The Fort Worth company is not
connected with National Live-
stock General Agency of Amarillo,
a major feedlot insurance agency
in Texas.

"We sought a court order in the
spring of 1979 to get them to
change their name because people
(our clients) were confusing them
with our agency, established in
1971," said Ben Latham of the Am-
arillo agency.

National Livestock of Amairillo
and some policyholders filed com-
plaints with the state insurance
board that led to the investigation
of possible mail fraud.

National Livestock Insurance of

Fort Worth sought to place insur-

a17-4a r
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Think ahead with the M.F. Bank TAC Team™

Scene in the future

ance largely on credit, Mr. Yates
said. Some policies were issued,
but premiums lagged. One victim
was Agri-Risk Service of Kansas
City, which did issue policies, Mr.
Yates said.

However, National Livestock of
Fort Worth was placed on a c.o.d.
basis with most insurers and even-
tually had no market in which to
place the business, he said.

It doesn't take a crystal ball to predict disaster
losses in the future. So now is the time to think
ahead about salvage and appraisal strategy M.E
Bank's unique Catastrophe Department- a first
incur industry-has cornplete Tactical Action for
Catastrophe (TAC) plans for any emergency
-.anywhere. We will put a fully organized team of
specialists in the field immediately to set up a
communications center, contact companies,
coordinate responsibilities, get the insured back

in business. Whatever the loss...from manufac-
turing to commodities to retail stocks to personal
property...M. F Bank is incomparably prepared to
bring order out of chaos and achieve maximum
net return. Call Frank Lively Director of our
Catastrophe Department (based in Atlanta;
404/451-0133),for further details -r--—-
about the exclusive TAC D

Team...the first team for

According to one insurance ex-
ecutive, the company was offering
policies at rates much less than
market price. Although insurance
is unregulated in Texas, the rates
"should have told them (the eli-
ents) something," he said.

If convicted, the trio faces sen-
tences of up to 100 years and fines
of up to $1,000 on each count. -

catastrophes! [D

"Tactical Action for Catastrophes

615 First Avenue N. E., Minneapolis, Minnesota 55413 « 612/379-2810

Branch Off*-Warehouses: Atlanta, Boston, Charlotte, Chicago, Cleveland, Dallas, Des Moines, Detroit, Kansas City, Los Angeles, New
Jersey, Philadelphia, Pittsburgh, Aichmond, San Francisco, St. Louis, Tampa, Toronto

M. E BANK & COMPANY, INC. roundeaons

Largest independent salvor and appraiser for the account of insurance companies

classified advertising

ACCOUNTING

I N S U RE I EXECUTIVE
RESPONSE | sz ore e e

ance intermediary Naff 451
seeking financial account-

1
I W I t h a a ing officer incli,(!lim; Senior
1 General Manager,nt re-

. sponsibilities. Excellent op-

m B U S I N ESS I portunity. Salary and bene-
fits tailored to the indi-

INSURANCE

—u —u
i Classified Ad

Reply to:

HAMOND & COMPANY

2325 New Hyde Park Road
Lake Success, N.Y, 11048

RISK MANAGEMENT

PERSONNEL CONSULTANTS

Representing Select Corporations & Candidates Nationally

- INSURANCE - SAFETY - EMPLOYEE BENEFITS

Managers & Assistants

CORPORATE CAREER ENTRY CAPTIVE TECHNICIANS

Call Collect: (212) 599-2662

Marty Hodes, ARM Meg Sloman

11 East 44th Street
New York, N.Y. 10017

METRIC

INSURANCE AND RISK ADMINISTRATOR

The Contra Costa County Risk Management Authority 15 seeking a

i Risk Manager to adyninister a Cost effective self insurance p,mgram
for the 14 cities who have legally bonded togetlier to peol insur,,
mee risks. Currently the Authority self insures for Workmens'
Compensation, Liability, and Property. Th,e Administrator coordi-
nates excess policies. claims management. actuarial services for dis-
tribution of costs and generation of revenues, and assets member
agencies in identification of risks. development of safety commit.
tees, loss prevention, audits, and safety consultant services.

A 4 year degree is required preferably in Public or Business
Administration and a Masters is preferred. A minimum of 3 years
experience in insurance or financial administration is required as
well as a working knowledge of the provisions of the insurance
code and the principles of insurance and risk management.

Forward resume and salary history to:

Contra Costa County RIsk Management Authority
City of Pleasant Hill
A:93*15*ant to the City Manager
3300 North Matn Street
Pjeasint Hall, CA 94523
by September 1, 1980

Salary is negotiable. Excellent benefits provided, including car allowance.

The CCC Risk Management Authority is an
equal opportunitylattirmative action employer.



Makeadeep

IMmpression on
the l exas Market

A special section in the October 13 issue
of Business Insurance. ¢

Liquid gold brought a lot more than boom and rapid
expansion to Texas businesses.

It meant complex risks for the insured and new
opportunities for brokers and insurers in the oil-rich and
highly industrialized South West.

Business Insurance will take a comprehensive look at how
the high-powered, super-energized industrial economy of
the region copes with insurance problems and competition
as the old west stampedes into the 21st century.

Texas presents an unusual marketing challenge - and opportunity

T he editors will provide an exciting package of informatiomn that wvill ;

include: n:=

- Brokerage market reports on Dallas and Houston;

« Profiles of both risk management and employe benefit management for three big
Texas industries: Cattle ranching, oil and electronics;

* A report on the biggest Texas insurers and brokers;
* Information on the top ten underwriters;

« A discussion with risk and benefit managers about challenges and cpportun,ties
in the Texas market.

L
This special section in the October 13 issue represents an outstand ng opportunity
for the buyer to meet the seller. Your dominant advertising message will reach the largest u S I l l e S S
and most influential audience affecting the insurance marketplace In every state .
and Icdlar.

exas In pa

Closing date for advertising in this special Texas Market Report Section is September 227 m S ra n C e
For more information contact Don Walsh, Advertising Sales Director, u
212/986-5050 or write to one of our sales offices listed below.

'ROP advertising closing date: October 1 a publication of Crain Communications Inc.

New York: 708 Third Avenue, NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los AngelBs: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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3 Lagging broker stocks

By Harvey H. Bundy 111

135 i Special to Business Insurance

GAIN IN JULY, the insurance broker-

of5 4% versusamarket gain of'7 2% Forthe

to remain disappointing

Bl ticker

1 Aage stocks lagged behind the general Hunter also showed above-average stock magnitude ofthe decline came as a surprise
if stock market indexes, with an average gan pnce appreciation m the month The continuing disappointing results at

For Marsh & McLennan, this probably re- Corroon & Black have resulted m a well-

past year the performance has been even flects an excellent quarter, especially corn- below-average stock price performance
worse, with no broker equaling the 20% gain pared with most competitors Marsh & over the past 12 months, withCorroon down

of the Standard & Poor's 400 stock mdex

McLennan reported a 10% increase in prop- almost 9%, versus a 12% gain for the rest of

The first temptation might be to blame erty and casualty commissions and fees the group With a secure dividend, the cur-
Insurance industry stocks rallied last week this showmg on the continued slowmg m durlng the second quarter, whereas all of rent 8% yield should provide a floor for the
from a previous decline, rising 1.17 points to earnings, including a decline reported by the other brokers reported increases of 3 5% stock price despite anticipated further
152.3 from 151.1 at the close of markets July two brokers in the most recent quarter to 5 5% quarterly declmes

29. The base of 100 was at year-end 1978. However, total corpo-
Thirty-seven stocks increased, 22 declined rate profits declined
and 13 were unchanged. The largest gainers 6% in the second quar-
were: Integrated Resources, up 15%; INA ter, a substantially
Corp., up 6.3%; Employers Casualty Co. and worse performance
Connecticut General, tied for third at 6.25%, than shown by the in-
and American General Corp., up 5.9%. Among surance brokers
the biggest drops were: Avemco Corp., down Therefore, this market
7.07%; Zenith National Insurance Corp., 6.6%; reaction must focus
SRI Corp., 6.5%; Washington National Corp., more on the continued
5.08%, and Penncorp Financial, 4.3%. The in- difficult outlook than
dex outgained the three major stock market on current earnings
indicators. For the remainder of s
1980 and into 1981, it is
likely that virtually all

In addition, investor uncertainty over the The quarterly results for Alexander &
implication ofthe Bowring acquisition may Alexander were very satisfactory on a per-
have depressed the stock price in June To share basis, although pretax earnings were
many people's surprise, no selling devel- flat Therefore, we view the below-average
oped after the closing of the Bowrmg deal price performance of that company as only
With Marsh & McLennan selling way below a reaction to the excellent stock apprecia-
its historical relationship to the group, some tion of the preceding two months
rebound was likely Our valuation model on the insurance

Somewhat the opposite was the case for brokers, which | will explain in more detail
Rollms Burdick Hunter, whose stock ap- in subsequent columns, does not indicate
preciated despite the first declme ever re- that any of the brokers' stocks are signifi-
ported in quarterly results A factor here IS cantly over- or underpriced Rollms Bur-
probably Sperry & Hutchinson's recent an- dick Hunter is a bit high, with this deviation
nouncement that it has acquired a 6% inter- probably because of the Sperry & Hutchin-
est in Rollms Burdick Hunter The possibil- son stock purchase

British Issues Bundy )
1 week of the mA}or msurance ity ofa takeover, however remote, may have Disappointing results are likely to stare
8/5 Price P/E Div Yield High-Low brokers will report at least one down quar- moved up the price investors in the face until Mid-1981 There-
Companies pence pence % pence pence ter Frank B Hall showed stock price appre- fore, our current posture on the stocks is
Comml Union 146 73 1400 96 150-143 Fred S James & Co, up 13%, was by far ciation in Ime with the group average, while one of gradual accumulation, especially on
Eagle Star 231 77 1286 56 234-231 the best performer within the group last Alexander & Alexander and Corroon & any declines in reaction to the disappoint-

Genl Accident 318 7 8 17 14 5 4 328-316
Gdn Royal Exch 322 85 1928 60 330-318

month, despite a quarter that was up only Black both declined, albeit for diferent rea- ing numbers anticipated throughout the re-

one cent per share This appreciation was sons mainder of 1980
Phoenix 260 72 1900 73 262-258 . e . . g - B
Royal o7 7 © 3671 7 & BorSom probably largely because ofthe dividend in- Corroon & Black reported a significant There appears to be very little difference
Sun Alliance 54 53 4000 56 7oA 72O crease announced July 24 At the new $1 60 earnings decline in the quarter Although a in the appreciation to be anticipated from
Brokers annual rate, James's yield is the second best drop in earnings had been anticipated, the any ofthe stocks based on their current rela-
CE Heath 210 94 13 80 6 6 212-210 in the group, lagging behmd only Corroon tionships within the group The entire
Hogg Robinson 120 89 814 68 121-120 & Black group continues to look cheap when com-
Alex Howden 101 7 3 10.00 © 9 104-101 Marsh & McLennan and Rollins Burdick % Change % Change pared with the market
Pri vs
JH Minel 103 11 8 638 62 104-102 7/;‘1:780 6/30/80 4/;/13/79
124 104 714 7 125-122 illi
Sedg Grp ! o s S Harvey H. Bundy lll, a partner at William ABA a2ea ( 22)% 129 % William Blair & Co maintains a market m the common
Stenhouse Hidg 89 82 646 72 89- 88 Blair & Co in Chicago, specializes inftnan- Cor & BIk 23Mm (21) (89) shares of Rollins Burdick Hunter and Alexander & Alex-
Sfew Wrightson 222 8 9 17 14 7 7 225-422 cial and insurance stocks He begins this Hall 267/8 54 39 ander Services Edgar D Jannotta, a partner m William
Willis Faber 255 13 6 15 71 62 255-250 . R James 26M 130 162 Blair & Co, is on the board of directors of Rollms Burdick
week wnting a regular column on insur- &M 67 A on os Huntor
Source Philip Olsen/Alan Clifton, Insurance ance brokerage stocks for Business Insur- RBH 2312 ss 177
1 iali Ki Atk . - .
ndustry Specialists Kitcat & Aitken ance His column will appear on this page s&pP 400 137.77 7= 202

Stockbrokers, London
the second Mondav of every month

Financial briefs

INA

B I I n d u Stry StOCk Re po rt INA Corp increased its net income by

AUG. 5, 1980 7/30/80 THRU 8/5/80

Insurance Cos Price % Chg PE $ Div % YId High Low Vol (000)

18% to $74 1 million for the second quarter
AUG. 5,1980 7/30/80 THRU 8/5/80 of 1980, while net income for the first six
months of the year rose 17% to $1384 mil-

Price % Chg PE $ Div % YId High Low Vol (000) lion Revenues grew 16% in the second

Aetna Life 6 Cas Co NYSE 54.75 -0.4 4.9 2.12 6.1 35.13 34.50  777.6 quarter, to $1 3 billion, and 15% for the first
American Bankers Ins Co Fla OIC 7.25 1.8 4.9 O.a4a &.1 7.25 7.13 31.4 Safeco Corp olIC 37.50 -0.35.4 1. 80 4 8 37 88 37 50 65 8 half to $2 5 billion
American Finl Corp Ohio ote 22 25 -1.7 6.0 0O.50 2.2 22.75 22.25 13.0 Sri Corp oK 21.50 -6.5 4.2 1.00
American Gen Ins Co NISE 35.38 6.0 5.5 1.00 2.8 35.75 34.00 218.8 Seibels Bruce Group Inc 010 18.00 0.7 7.3 O0.80 4.4 18.00 17.50 235 The operating income figures set records
American Indty Finl Corp oOTC 1525 0.8 4.6 1.12 7.3 15.25 15.13 15.5 Statesran Gre.p Inc oK 6.00 0.0 4.7 O.15 2.5 6.13> 6.00 25.2 .
Tokio Marine & Fire Ins Co OTC 131.25 0.6 13.9 0.00 0.0 131.75 130.75 o for both the second quarter and the first half
American Intl Group Inc OTC 69.00 0.7 10.7 O.50 O.7 69.00 68.00 135.1 ofthe vear
American Natl Ins Co oOTC 15.38 0.8 6.1 O.62 4.0 15.38 15.25 161.5 Travelers Corp NYSE 38.87 -1.9 4.3 2.48 6.4 39.75 38.63 299.8 . .
Arrerican Sts Ufe Ins Co =z.a United Fir 50 0.0 7.5 0.90 Although INA experienced an underwrit-
frecorRne L OIC 5 12 5 1 0 OO 0 05.1 3 4 63 142 8 Unlted States Pld & th 00 NYSE 41 1.88-1.5 5.0 2.8 80 6 7 42 63 41 63 126 1 mgloss of $22 2 inll_lion in its second quarter
ppalachian Natl Corp
Uslife Corp NYSE 23.130.55.8 O 70 3.0 23 13 22 63 1 19 4 property/casualty operations, that loss was
Aveco Corp AMEX 11.SO -7.1 8.2 0.50 4.3 11.88 11.25 3.1
B 1o 106 Ol 24.50 0.0 4.7 1.2 5.4  2is0zas0 193 Washington Nati Corp NYSE 2800 5.1 5.7 150 5.4 20252800 sso 1€5S than the $24 1 million recorded for the
Bitco Corp ©TS 27.50 1.9 4.2 1.68 6.1 27.50 27.00 2.3 Zenith Natl Ins Corp mc 14.00 -6.7 8.0 0.50 3.6 15.00 13.75 50.4 Same period Of 1979
Carolina Cas Ins Co olic 7.87 -1.6 4.6 0O.32 4.1 8.00 7.88 1.5 . .
Central Natl Pint Corp oTc 9.75 5.4 4.0 0.50 5.1 2.75% 9.75 3.3 NESURANCE COMPANIES AVERAGE 7.1 3.8 The combined ratio for the quarter was
o, H o,
(hubb Gorp T 55.653 5.5 5.1 540 6.2 550635765 2153 102 9%, up a point from the 101 9% of a year
Cc[!bined Intl Corp NYSE 19.62 -0.6 0.0 1.40 7.1 19.88 19.38 124.2 Agents/Brokers ago
Connecticut Gen Ins Corp NME 40.38 6.2 6.1 1.52 3.8 40.38 38.50 160.5 Th / | di |
Continental Corp NYSE 27.50 3.3 5.3 2.20 8.0  27.50 26.88 197.4 Alexander 6 Alexander Sves otc  32.75-0.8 10 215 e property/casualty division also expe-
Crawford & Go ©TS 16.00 3.2 13.5 0.54 2.4 16.00 15.75 o8 Baldwin & Idons Inc OTC 28.00 3.7 5 1 0 80 2 9 28 OO* 27 25 8 9 rienced catastrophe losses of $6 million in
Corroon & Black Corp NYSE 23.38 1.6 9.4 1.72 7.4 23.38 23.00 21.6
Crown Life Ins Co oie 75.00 2.0 54.3 2.40 3.2 75.00* 74.50 1.5 Crump E H Cos Inc OoTc 10.88 -2.2 ©.7 O0.36 3.3 11.00 10.88 123 the quarter, down from the $17 million in
Crum & Forster NYSE 28.50 3.6 5.0 1.26 4.4 2850 27.63 1906 Hall Frank B & Co Inc NYSE 26.25 -3.7 8.6 1.44 5.5 27.00 25.63 47.8 losses recorded during the second three
Employers Cas Co Ot 34.00 6.2 5.6 1.20 3.5 34.00 32.25 6.9
Erc Corp OTC 94.50 0.5 10.6 1.40 1.5 94.50 94.50 2.7 Integrated Rea Inc AMEX 14.38 15.0 8.9 0.00 0.0 14.75 13.50 119.7 months of 1979
Equifax Inc NYSE 23.25 1.6 8.0 2.40 10.3 23.50 23.00 8.1 James Fred S & Co Inc NYSE 26.25 4.0 9.5 1.60 6.1 26.75 26.00 131.1
Marsh & Mclennan Cos Inc NYSE 67.37 2.1 10.7 3.60 5.3 67.38 66.50 90.5
Farmers Group Inc clc 30.63 0.8 10.0 1.00 3.3 30.63 30.13 o7.9 Pennoorp Pincl Inc NYSE 8.25 -4.3 5.3 0.16 1.9 EI.60« 8.00 185.2 ( :hubb ( ;Orp_
First Colony Life Ins Co oK 3275 0.8 11.3 0.76 2.3 33.00 32.75 8.7 Reed Stenhouse Cos Ltd oK 9.75 0.0 7.5 0.48 4.9 9.75 9.75 10.5
Foremost Corp Amr oTc 19.62 0.0 7.5 0.60 3.1 19.63 19.63 16.4 . i .
General Reins Corp Del oic 53.50 0.9 8.1 1.40 2.6  53.50 53.25  517.0 Rollins Burdick Hunter Co OTC 23.25 2.2 10.2 1.24 5.3 23.25 23.25 20.6 The Chubb Corp increased operating in-
Globe Life 6 Acc Iris Co < 34.50 0.0 12.3 0.40 1.2 34.50 34.50 17.0 [ come for the fII"St SlX mOnthS Of 1 980 tO $4 05
AGDITS/BROKERS AVERAGE 8.8 4.8 A
Great west Life Assurn 60 OK 165.00 3.1 8.2 8.00 4.8 165.00* 160.00 0.1 per share, or $50 2 million For the same pe-
Hanover Ins Co . OK 37.25 0.0 3.8 0.72 1.9 37.25 37.25 8.4 ) rIOd |n 1979’ InCOrT\e tOtalled $3 64 per Shal"e
Hartford Steam Boiler Insptn OTC 30.50 4.3 6.5 2.20 7.2 30.50 29.00 27.1 COngIOmerateS/Holdlng COS
Integon Corp NYSE 24.50 -3.4 8.9 0.48 2.0  25.25 24.13 3s.5 or$452m 11110 n
Jefferson Natl Life Ins Co OoOTC 47.25 -0.5 14.1 O.64 1.4 49.00 47.25 19.8 American Express(Firenan's Fd) NYSE 36.62 0.0 7.4 2.00 5.5 37.38* 36.63 512.0 l th d rt | t
Anderein Clayton (Ranger/PanAm) NYSE 24.25 2.1 6.3 1.12 4.6 24.75 24.13 aa.7 n € secon quarter alone, operatmg m-
Kenper Corp OoOTC 27.62 -0.5 4.0 1.40 5.1 27.75 27.50 30.3 City Investing Co. (Home Ins.) NYSE 23.50 -1.1 4.8 1.50 6.4 24.00 23.50 654.0 come was $1 90 per share or $23 5 miillion, a
Lincoln Natl Corp Ind NYSE 44.62 2.0 6.2 2.80 6.3 44.63 a4a2.75 114.5 CNA Pird Corp (CNA) NYSE 15.75 0.0 3.6 0.00 0.0 16.13 15.75 61.5 .
Mgic Invt Corp NYSE 26.13 0.5 7.5 1.12 4.3 26.50 25.75 208.5 Control Data (Cooml. Credit) NYSE 61.00 -3.0 8.1 0.60 1.0 63.50 61.00 254.6 slight decrease from the $1 91 per share and
Mission Ins Group Inc NYSE 36.50 4.3 8.2 0.80 2.2 36.50 34.00 a1.7 s
Natiorn,ide Corp Ohio oTc 19.75 0.0 5.5 0.66 3.3 19.75 19.75 o3 INA Corp (Ins. Co. of NA) NYSE 37.75 6.3 5.5 2.20 5.8 37.75" 36.00 245 $237 million reported for a comparable pe
M (Hartford Group) NYSE 30.25 2.1 8.5 2.40 7.9 30.25* 29.75 870.4 MOd a year agO
% g
Nn Corp oOTC 43.88 1.4 10.0 2.00 4.6 “43.88 43.38 102.1 Reliance Group Inc NYSE 65.00 1.8 2.6 3.00 4.6 65.38 64.13 79.4
Northwestern Natl Life Ins ore 33.50 1.56.7 1.25 3.7 33.50 33.25 45.4 Sears Roebuck & Co. (Allitate) NYSE 18.75 2.0 8.3 1.36 7.3 18.88* 18.63 1,636.5 After-tax income from property/casualty
©Ohio Cas Corp 0/ 36.25 -3.3 5.6 1.76 4.9 37.63* 36.25 124.4 5&H Co. (Bayly Martin & Fay) NYSE 17.00 3.8 7.1 1.00 5.9 17.00* 8.88 18.9 underwriting was $1 1 million for the first
Old Rep Intl Corp olcC 17.75 1.4 4.1 O0.92 5.2 18.50 17.75 106.4
Pinehuret Corp ok 6.25 0.0 7.4 0.00 0.0 6.25 6.25 14.7 Teledyne Inc (Argonaut) SE 148.25 -4.0 6.4 0.00 0.0 153.00 147.75 210.3 half of this year, a drop from the 1979 six-
Transamerica Corp (Occndental) NYSE 18.38 2.1 5.0 1.12 6.1 18.38 18.00 622.0 month total of $4 mlllion
Preferred Risk Life Ins Co OK 18.38 0.0 6.4 0.64 3.5 18.38 18.38 0.2 . . .
Provident Life & Acc Ins Co OTC 43.00 -2.3 5.6 1.88 a.a 44a.00 a3.00 15.6 CC*MCHERATES/HOLDDE COS. AVERAGE 5.4 a3 Net premiums written jumped 12% over
Republic Natl Life Ins Co OTS 18.50 3.5 10.5 0.70 3.8 19.00 17.75 7139 the 1979 level of six months, but the com-
Ryan Ins Group Inc oOIC 18.00 0.0 5.7 O.12 O.7 18.00 18.00 5.5
St Paul Cos Inc oOoTC 36.25 1.0 4.9 2.00 5.5 36.25 36.13 131.2 System design Altman Information Systems bined loss ratio j umped slightly to 99 5%

from 986% after dividends for the two pe-
e > = _



This burglary is about to beheld up by The Hartford.

A small jewelry store suffered one
burglary after another, until a loss
prevention team from The Hartford
surveyed the scene of the crime.

And called not for more alarms and
barriers, but better ones.

Refinements in the electronic
security system triggered earlier signals
to police and security guards. The
result? In two subsequent break-in
attempts, authorities arrived before the
burglar could take off with the jewels.

To protect your business,

vention and insurance coverage.

No matter what size your firm is,
there's a Hartford Commercial
Multi-peril package to suit it. Hartford
Business Interruption coverage can
see you through the rough spots in the
futu re. In most cases you can even
finance the premiums through our
HART-maticSM monthly installment plan

For business owners, key employees
and the self-employed, we have a
complete portfolio of life, health and

-i.-\ retirement plans. All custom-tailor-

contact an independent agent f vou4£,,.,7 ed to your needs with supporting

is/jolice / 4/wr /
who represents The Hartford SNSe./ 2w,

for a recommendation on loss pre--

The Hartford Insurance Group, Hartford, Connecticut 06115.

services that take care of tax report-
ing and paper work problems.

To learn more, check theYellow
Pages for an independent agent who
represents The Hartford. Ask for a quote.
And find out the most effective way to
protect your world.

RIJSINESS

LIFEM,,mM

THE HARTFORD

Let us protect your world.



