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Health care costs
Premium hikes stabilizing at midyear

By DONNA DiBLASE

Despite continued double-digit percentage increases in
group health care plan costs at midyear, there may be a glim-

mer of hope on the horizon: Premium increases are finally
leveling off.

The trend lines that insurers use to project group health

indemnity plan rates appear to be stabilizing, insurers and
consultants explain.

As a result, employers that renewed their indemnity plans
at midyear received about the same premium increases-
ranging primarily between 25% and 35%-as employers that
renewed their plans in January.

Self-insured employers' average plan cost increases at mid-
year measured 10% to 20% and the rate of increase in premi-
ums for many health maintenance organizations averaged
. 5% to 20%, also about the same as in January, HMO offi-
cials and consultants note.

The January increases were significantly higher than the
July 1988 increases, which amounted to 10% to 20% for in-

demnity plans, 10% to 24% for self-insured plans and 10% to
15% for HMOs (BI, Sept. 26, 1988).

But even though 1989 renewals indicate that premium in-
creases are leveling, no one expects increases to drop in the
single-digit range anytime soon.

"The news now is-and it's the best news we're going to get
for a long time-that the trend seems to have stabilized for
now," observed Greg Davies, vp of finance for the large
group services division of Blue Cross of California in Wood-
land Hills.

The health care cost trend has held steady at between 22%
and 24% for the past six to eight months, insurers and con-
sultants say.

This trend rate had been increasing steadily-to 30% or
more for some insurers-over the past two years as insurers
tried desperately to impose rate increases that would help
them catch up with and get ahead of health care cost infla-
tion (BI, March 20; Dec. 19, 1988).

Many experts say that trend lines have stabilized because
Continued on page 11

1 st insolvency
of risk group

stirs concerns
By DOUGLAS McLEOD

SANTA FE, N.M.-The New Mexico Insurance Department is
citing a recent risk retention group insolvency-the first insolvency
of its kind-as an example of the "hazardous regulatory void"
created by the federal Risk Retention Act.

A state judge in Albuquerque last month placed Rent Rite Ad-
vantage Services Inc., a Risk Retention Group, in voluntary receiv-
ership after an Insurance Departmen: examination found the group
insolvent by $689,464 as of year-end 1988.

Rent Rite RRG-which wrote auto liability coverage for car
rental companies-failed for several reasons, including inadequate
capitalization, rapid growth, inadequate rates and excessive ex-
penses, according to an Aug. 11 report on the group sent to the U.S.
Department of Commerce, which is preparing a study on the impact
of the 1986 amendments to the Risk Retention Act.

In a letter accompanying the report, New Mexico Insurance Su-
perintendent Fabian Chavez Jr. said that the Rent Rite RRG insol-
vency is evidence of a regulatory void created by the federal act.

Even with supplementary state laws covering risk retention
groups, "there are still large areas of uncertainty as to the states'

* authority to regulate under the act," the letter said.
Rent Rite RRG was formed as a profit-making corporation and

was not operated for the direct benefit of policyholders, according
to Mr. Chavez' letter, which added that "this is typical and is proba-
bly an unintended consequence of the Act."

The roughly 107 policyholders of the group with outstanding
claims probably will not be paid in full and cannot receive payment
from state guaranty funds as they could if they were insured by an
admitted insurer, he said.

While state regulators have focused much of their attention on
Continued on page 22

Coverage for most,ecreations
is abundant in soft market
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Hall's new chairman receives

$1.75 million annual salary, bonus
NEW YORK-Frank B. Hall & Co. Inc.

Chairman and Chief Executive Officer

Donald R. Bell, who assumed control of
the New York-based brokerage May 15,
is the highest paid CEO of any publicly
traded insurance brokerage firm.

Mr. Bell is being paid a $750,000 sal-
ary and a five-year, $1 million per-year
cash bonus, both guaranteed by an in-
surance bond, according to Hall's 10-Q
statement filed with the Securities and

Exchange Commission last week.
Continued on next page

Posgate, Grob
found not guilty
by London jury

By CAROLYN ALDRED

LONDON-A jury last week cleared former Lloyd's 41
of London underwriter Ian R. Posgate and former =
Alexander Howden Group Ltd. Chairman Kenneth V.
Grob on charges of stealing or conspiring to steal mil-
lions of dollars from Howden and Lloyd's syndicates.

But, despite the verdict, Mr. Posgate declared follow-
ing his acquittal that he "will not attempt to go back tolf
Lloyd's."

And, Mr. Grob is scheduled to stand trial next month,
along with former Lloyd's underwriter Colin Hart, re-
lating to the alleged theft of money from Mr. Hart's
syndicates.

After deliberating for 20 hours and 43 minutes, the
jury last Thursday acquitted Messrs. Posgate and Grob

Continued on page 30 4}

Brokers' stocks climb

despite poor earnings
By LINDA J. COLLINS

Investors, betting that the soft
property/casualty insurance 'mar-
ket will harden next year, are be-
ginning to buy insurance bro-
kerage stocks despite continued
poor brokerage earnings.

Analysts point out that bro-
kerage stock prices have risen to
record or near-record highs in the
past several weeks, even though
brokers reported sub-par earnings
in the first half of 1989 and reve-

nue growth pales in comparison
with 1987 levels (see chart)

"Brokers' stocks are performing
amazingly well, considering the
truly atrocious earnings they are
coming in with," observed Michael
A. Smith, vp of Shearson Lehman
Hutton Inc. in New York.

For example, while the New
York Stock Exchange composite
rose 8% between July 1 and Aug.
15, the stock values of Hilb, Rogal
& Hamilton Co. rose 31.7%; Alex-
ander & Alexander Services Inc.

rose 14.6%; Arthur J. Gallagher &
Co. rose 15%; Corroon & Black

Corp. rose 10.9%; and Marsh &
MeLennan Cos. Inc. rose 6.9% in

that period.
By contrast, only two brokerage

stocks, Gallagher and M&M, per-
formed as well as the overall mar-

ket in the first six months of 1989.

Lawyers debate necessity
of jury research consultants

Page 3

Brokers' revenue growth depressed
Property/casualty insurance rate cutting continues to depress
publicly held brokers' revenue growth. Figures are for the first

halves of 1987, 1988 and 1989.
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An exception to the brokerage
stock boom has been New York-

based Frank B. Hall & Co. Inc.,
which reported big net losses in the
second quarter and first half of
1989.

Hall's stock, which was selling at
$2.75 per share on Jan. 1, rose
68.4% to a year high of $4.63 per

*l

share in July, but had dropped
back to $3.75 on Aug. 15.

In general, "even in the face of
poor earnings news" in the first
half and second quarter of 1989,
"broker stocks have held their own

or moved up in price," said Thomas
G. Rosencrants, senior vp and

Continued on page 27

Exxon Corp. seeks immunity

from punitive damages for spill
Page 2
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Update Baby Bell pacts include
New Hall CEO highest paid .

Continued from previous page
The only other CEO of a publicly traded broker expected to earn more minor cost shifts, PPOs

than $1 million this year is Frank J Tasco, chairman of Marsh &
McLennan Cos Inc, the world's largest broker Mr Tasco's 1988 cash
compensation totaled $1 3 million (BI, June 26) By MICHAEL SCHACHNER unionized workers of Ameritech's company would establish preferred

Mr Bell also was given the option to purchase 25 million shares of six units walked off the job at mid- provider networks in each region
Hall common stock with a contingent minimum appreciation value in Union employees at three re- night Aug 12 over health care and in which the company operates,
five years of $1 25 million as part of his employment agreement gional telephone companies would other issues And, 11,000 workers said a company spokesman Work-

Mr Bell was not at liberty to discuss his compensation package at pick up only a fraction of the at Bell Atlantic had not joined the ers who use the network would not
Alexander & Alexander Inc, his former employer (BI, May 22) health care costs the companies tentative settlement as of Friday be required to pay a deductible for

Hall, the nation's sixth-largest broker, has been suffering financial sought to shift to the workers Including the Ameritech and Bell hospitalization However, workers
problems since 1984 Mr Bell was hired to lead the company to profit- under tentative contract settle- Atlantic workers that still were off would be required to pay a $10 co-
ability ments reached last week their Jobs, 113,400 unionized payment for physician office visits,

But, the tentative agreements workers continued late last week after which all expenses would be
Texas work comp rate request that Bell Atlantic Corp,US West to strike four of the so-called Baby covered in full

Inc subsidiary U S West Commu- Bells, primarily over health care If a worker receives care out-
AUSTIN, Texa-The National Council on Compensation Insurance is nications and Southwestern Bell issues Earlier this month, 60,000 side of the network, there would be

asking the Texas State Board of Insurance to approve an average 34 9% Corp reached with 124,000 union- unionized workers struck NYNEX a $250 deductible per person per
Increase m workers compensation insurance rates, which would raise ized workers last week would re- Corp and 42,400 workers struck household, regardless of the num-
employers premiums by about $900 annually quire workers to use preferred pro- Pacific Telesis Group ber of covered lives, after which all

The request comes after a second attempt to overhaul the state's vider networks to preserve broad In addition, BellSouth Corp in costs are covered in full
workers compensation system failed in a special legislative session coverage Atlanta reached a tentative agree- Bell Atlantic had sought to ini-
that ended m July Gov Bill Clements has said he will call lawmakers The agreements also include ment with 64,000 unionized work- tiate a $150 deductible for individ-
back for a third try in a November session other benefit improvements and ers in nine states on Aug 5 under ual and family hospitalization cov-

The rate increase is needed because workers comp Insurers' losses moderate wage increases which the workers will assume erage under its self-insured health
m Texas contmue to mount, said Robert Hilton, an NCCI senior vp In addition, two units of Chi- some of their health care costs (BI, care plan It also proposed contin-
The cost of an average lost-time workers comp claim increased 38% cago-based Ameritech agreed to Aug 14) uing the $150 deductible applica-
last year to $18,000 from $13,000 in 1987, he said maintain their health care cost Under the tentative three-year ble to mdividuals and families for

Workers compensation rates for 1989 were increased an average sharing arrangements under tenta- agreement that Philadelphia-based major medical benefits
of 18 7% (BI, Nov 28, 1988) tive pacts reached with 570 union- Bell Atlantic reached Aug 17 with Bell Atlantic also agreed to m-

Meanwhile, the Texas Workers Compensation Assigned Risk Pool was ized workers 41,000 members of the Communi- crease pension benefits 13% in
announcmg a record deficit of $399 million at year-end 1988 The pool However, nearly 35,000 other cations Workers of America, the Continued on page 29
of Texas work comp msurers provides coverage for 43,000 employers
that cannot buy Insurance m the commercial market

DestroyedCrash suits filed in state courts Exxon seeks
CHICAGO-Two attorneys filing suits on behalf of passengers lalled

or injured in the crash of United Airhnes Flight 232 last month in Sioux files give
City, Iowa, are seekmg damages m state courts because they beheve
those courts are more sympathetic to plaintrffs than federal courts immunity from

Richard Schaden of Schaden, Swanson & Lampert m Denver has insured
filed suit in both the Colorado State District Court m Denver and St
Lows County, Mo, Clrcult Court, agamst United Airhnes Inc, parent
company UAL Inc , McDonnell Douglas Corp, which manufactured the punitive claims a victoryDC-10, and General Electric Co, which manufactured the engme

Mr Schaden said he plans to file more suits ln state courts By GLENN HUNTLEYIn addition, Philip H Corboy of Corboy & Demetrio in Chicago has
By STACY ADLERfiled seven suits in Cook County Circuit Court in Chicago, against ANCHORAGE, Alaska-Plaintiffs are not justified in seeking pu-

United, McDonnell Douglas and GE seelang unspecified damages nitive damages in connection with the Exxon Valdez 011 spill, Exxon CHICAGO-Accusing LibertyMeanwhile, James R Kahn, a partner in Philadelphia-based Blank, Corp asserts in its first legal response to the flood of litigation set Mutual Insurance Co of deceit be-
Rome, Comisky & McCauley, filed suit in the U S District Court m off by the March 24 disaster cause it destroyed old insurancePhiladelphia July 24 agamst United Airlines and McDonnell Douglas In court papers filed last Tuesday ln Anchorage, the New York- documents, a state court judge inThe suit seeks class-action status

based oil company is seeking immunity from punitive damage Chicago may force the insurer toThe July 19 crash killed 1 ll of 293 people aboard (BI, July 24) claims and to limit its liability for some compensatory damage provide coverage to an asbestos
claims

producer for claims dating back toD&0 shield discretionary: Court The 400-page response was filed by Exxon subsidiary Exxon the early 1940s
Shipping Co last week in Alaska Superior Court and U S District Ruling from the bench on Aug 9,CHICAGO-A Cook County Circuit Court is not required under Court in Anchorage Cook County Circuit Court JudgeIllmois law to invoke a fiduciary shield doctrme that would protect Meanwhile, Alaska officials loined the legal fray last week by Robert L Sklodowski compared29 former officers and directors of an Insolvent msurer from a $21 filing suit in Alaska Superior Court in Anchorage alleging that the whole affair to Watergatemillion directors and officers hability lawsuit filed by the state Insur- Exxon and six other 011 companies that own Alyeska Pipeline Ser- "Perhaps if then-Presidentance Department, the Illinois Appellate Court has ruled vice Co were negligent in their response to the massive spill Nixon had ordered the tapes des-The Circuit Court now must re-examine its decision to apply the And, the National Wildlife Federation also sued Exxon and troyed in a similar manner (as Lib-doctrme, the appellate court ruled Alyeska last week in state court in Anchorage seeking the creation erty Mutual), there may not haveThe Circuit Court ruled m August 1988 that state law required it of a multibilhon-dollar fund to oversee the cleanup of Prince Wil- been a Watergate," said Judgeto apply the doctrine m htigation agamst the directors and officers liam Sound Sklodowski

of Chicago-based Optimum Insurance Co, which was ordered hquid- About 11 million gallons of crude oil were released into the sound Because Judge Sklodowski foundated in Apnl 1986 (BI, May 5, 1986) after the Exxon Valdez ran aground on March 24 (BI, April 3). the destruction of the insurance
Under the doctrine, the Circuit Court would not have junsdiction Fishermen, businesses and other parties have filed 140 separate documents by Liberty Mutual to beover the defendants because they do not reside m Illinois and did lawsuits in state and federal courts seeking unspecified damages a "smoking gun," he ruled thatnot reside there during the time of their alleged actions Total compensatory and punitive damages resulting from the oil Liberty Mutual did, in fact, writeBut, the appellate court ruled that while the state recognizes the spill could run "into the billions," said a spokesman for Alaska Gov product liability coverage for Chi-doctrine, state courts are not bound to apply it The appellate court Steve Cowper cago-based asbestos produceralso noted that federal courts have suggested that the doctrme should However, Exxon contends thdt because lt lS heavily regulated by United States Gypsum Corp from

Continued on page 29 state and federal statutes that do not provide for punitive damages, 1943 to 1949

Contmued on page 30 Liberty Mutual contends that theErrors and omissions Cont:nued on page 29

• Due to a reportmg error by the Pennsylvania Insurance Depart- Inside
ment, the total surplus hnes premiums nationwide reported m the Aug
14 issue was mcorrect Total surplus lines premiums amounted to $65

/ Chubb Corp and 8,800 farmers will share an $8 mil- In investor sentiment toward financial issues PAGE 31bilhon m 1988, a 6% decrease from 1987 premiums of $69 bilhon In
lion settlement with Chubb's MGA PAGE 4addition, premium taxes collected by the nation's regulators amounted

to $213 3 milhon in 1988, a 51% decrease from the $224 8 milhon m Departments,•0 The insolvency of the first risk retention group provestaxes collected the year before In Pennsylvania, surplus lines premiums
totaled $2969 milhon m 1988, a 14% mcrease from $260 5 milllon in only that, as,n all risk financing transact,ons, the buyer

must beware, says this week's editorial PAGE 8 Ask a risk manager 901987 Surplus lines premium taxes in Pennsylvania amounted to $89
At issue 10million in 1988, also up 14% from $7 8 milhon in 1987

i•' Manville Corp continues to settle asbestos bodily In- Benefit beat 6

jury claims more quickly and for more money than Initially Classifieds• The address of Tn-City Insurance Brokers Inc was incorrectly
expected PAGE 10 Comings & goings: buyers ................ 24listed m the Aug 14 issue The correct address lS 30 Cllff St, New

Insurance services guide ..........................................30York, N Y 10038
0' Cambridge Reinsurance Ltd has already paid more Letters .···.····•.......................................,..........,.........8
than $25 million to 630 creditors four years after the Opinions...................,..............,...........,..........................8• Two numbers were misstated in the directory of wholesale mar-
Bermuda company collapsed w,th liabilities of about $80 Perspectives .............................................................19keters m the Aug 14 issue The 1987 prermum volume of Agency Mar-
million PAGE 17 Reader reply servirc 17keting Services was $6,330,000, the 1988 premium volume of W A

Ticker 91Schickedanz Agency Inc was $6,000,000
7 in Perspectives, Trisha Brambley of The Johnson
Cos warns employers to carefully examine the ramifica- Vol 23, No 34-Business /nsurance (ISSN 0007-6864) is published weekly• Thomas F Sheehan Inc mcorrectly reported its number of employ-
tions of adding a loan feature to a 401(k) plan. PAGE 19 at 740 N Rush St. Chicago, 111 60611-2590 Second-class postage is paid

at Chicago. 111, and at additional mailing oftices Postmaster Send addressees m the Aug 14 issue The company had 18 employees m 1988 Also,
changes to Bus,ness insurance, Circulation Department, 965 E Jeffersonthe company conducts business with H S Weavers (Underwriting)

i,0 Insurance brokers' stocks have benefited from a shift Ave, Detroit, Mich 48207,800-992-9970 or 313-446-1611 Copynght 1989Agencies Ltd as a broker, not a managmg general agent by Crain Communications Inc
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Pollution claims Jury consulting
Reinsurers design reporting form standing trial

By LINDA J. COLLINS "There's been a long-standing conversation between
insurers and reinsurers" about the need to develop with attorneys

The magnitude of environmental liability claims and more extensive and consistent information on environ-
the amount of information reinsurers need to evaluate mental claims, pointed out Kenneth R Kay, a partner

By MONIQUE PARSONSthem have prompted a study group of US and foreign with Preston, Thorgrimson, Ellis & Holman m Wash-
reinsurers to develop a model environmental claims ington, DC, which is counsel to the reinsurer study The Jury is out on the value of jury research consultants that as-
reporting form group sist defense attorneys in preparing for trial

The reporting form, to be submitted by ceding com- "Reinsurance brokers, insurers and reinsurers are Some attorneys will not handle a high-stakes lawsuit without a
panies to their reinsurers, is designed to simplify rein- concerned that environmental claims may reach an consultant by his or her side, though others view the service as only
surer review of environmental losses, facilitate the es- even greater magnitude than have asbestos claims," a tool and are more inclined to follow their own instincts
tablishment of necessary loss reserves and reduce Mr Kay explained And, several risk managers point out that these services are not
claims processing delays Reinsurers are going to be inundated with reports cost-efficient in the malority of lawsuits they face

This is the first time reinsurers, ceding insurers and on environmental claims and those reports usually For between $10,000 and $150,000,jury consulting firms-which
intermediaries have worked together to develop a rein- generated by cedants contain totally inadequate infor- typically work with defen-
surance reporting form mation" for assessing environmental claims, said dants in product liability

And, while use of the form would be purely volun- David R Preller, vp-claims in the New York office of cases, as well as a growing
tary, concern among some reinsurers and ceding com- Gerling Global Reinsurance Corp, one of the study number of toxic tort and
panies over potential allegations of antitrust violations group participants coverage litigation cases
prompted the group to seek approval from the U S For example, in comparison with asbestos claims,

\
between policyholders and

Department of Justice's Antitrust Division before cir- where claims tend to arise from a few policyholders insurers-provide a variety
culating it to interested reinsurers, ceding companies and involve only a limited number of insurers, "en- of statistical and demo-
and intermediaries Cont:nued on page 28 graphic services that they -

claim will improve their

Ohio work comp reform clients' chances of winning
a Jury trial or allow their
clients to settle on more fa-

vorable terms

aimed at cutting costs
The research consultants

typically are hired to iden-
tify the personality types of
the jurors likely to hear a
case so attorneys can test

By MEG FLETCHER
their arguments in mock

tion of the law by the existing Bu- Employer and labor groups will trials before going to court
reau of Workers' Compensation nominate representatives for ser- Depending on the size of

COLUMBUS, Ohio-Employers The board will be composed of vice on the board, and the governor
*- 'ir

the consultant, the research 1 te >* i
in Ohio are hoping that a new law equal numbers of employers, labor will appoint four members in those t.

is conducted by staffs con-
reorganizing the state's cumber- representatives and legislators (BI, two categories as the voting mem- sisting of specialists in var- ?e e
some workers compensation sys- Aug 7) bers

10,

ious fields, including psy- " ° >--
tem will help hold down workers In addition, the board will select "With four and four you can't be chology, sociology,
comp costs by speeding claims pro- the administrator of the Bureau of playing politics-you must do statistics, mathematics,
Dessing and reducing administra- Workers Compensation, who is re- what's best," said John Hodges, communications and re-
tive and medical expenses sponsible for carrying out board president of the Ohio AFL-CIO lated disciplines

The law, which becomes effec- policy and overseeing all non-ad- "We are trying to make the system The consultants also will assemble what one firm calls a "shadow
tive Nov 3, limits the authority of judicatory functions, like claims responsive to injured workers at jury"in the courtroom during the actual trial This group will give
the existing five-member Indus- handling Previously, the governor a price the employer can afford," the client their impressions on how they are leaning in the case at
trial Commission to adludicating appointed the administrator he said

the end of each day
:laims The commission currently The law should help reduce the Four state legislators-two from In addition, some consultants assist attorneys m designing graph-
shares responsibility for adminis- need for future work comp insur- each party who represent commit- ics that ]Urles can easily understand
:ering Ohio's work comp system ance rate hikes because lt gives tees in both houses that deal with Many attorneys consider the service a crucial supplement to their
Nith the state's Bureau of Workers' both employers and labor repre- work comp legislation-also will

own resources

Compensation sentatives equal authority in mak- serve on the board, but only in an "I think jury research is essential in an important case," said
A new 12-member Workers 1ng workers comp insurance-re- advisory capacity Gary Crawford, an attorney with Skadden, Arps, Slate, Meagher &

Compensation Board will be re- lated policy decisions, said War- Private employers that buy Continued on page 22
sponsible for setting operational ren Smith, chairman of the Ohio workers comp insurance through
policy and overseeing implementa- Industrial Commission Continued on page 24
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Insuring summer fun Faction seeks

new liquidator
Recreation cover abundant in Mentor case

41

..tkw * .T By KELLY WHITESIDE Vicki Thorpe, financial controller
r of the club, said the annual premium

f' More vacationers this summer are the club was quoted for general lia- By ROGER SCOTTON
f'*h' able to nde horses, zoom down water bility insurance that would cover its

slides and raft down white-water mountaineering activities rose by HAMILTON, Bermuda-A dissident group of Mentor

* A.' 'i rivers thanks to cheaper property/ $350,000, which is more than double Insurance Ltd creditors wants one of the liquidators of
4 casualty insurance prices and more the club's total premiums, she said Cambridge Reinsurance Ltd to also oversee the Men-

than adequate capacity compared The Sierra Club's mountaineering tor liquidation
with Just two years ago activities and other outings were co- The dissidents want David Lines, a Bermuda-based

4 'f

Competition among insurers for vered under its commercial general partner with Coopers & Lybrand, to either join or re-
business, combined with growing liability policy, Ms Bonnette said place Charles Kempe and Michael Arnold, partners
specialty markets for recreation Sierra's primary liability insurer is with Arthur Young & Co, as Mentor's liquidatorsA «,
risks and improved safety records, Admiral Insurance Co of Wilming- Although the dissident creditors have not yet 1denti-

-

have eased the insurance problems ton, Del fied themselves, preferring instead to communicate
4

r¥· of recreation facility sponsors According to Adolph Amster, through representatives in London, they have made no

fi.. 1 r Yet a group of mountaineers has chairman of the Sierra Club's Outing
rr

secret of their plans to force the appointment of a
4 had to stop scaling the peaks until Committee, a task force recently was new Mentor liquidator (BI, May 1, Sept 26,1988) The

it can find affordable liability insur- appointed to investigate ways to dissident creditors hope to appoint a new hquidator at
11 : r,

f _. . - /W ance sponsor climbing trips without pay- Mentor's next annual meeting on Nov 1 in Bermuda
The Sierra Club, the San Fran- ing thousands of dollars more in in- Mr Lines' name emerged after Messrs Kempe and

cisco-based environmental organiza- surance premiums The task force lS Arnold secured a Bermuda Supreme Court order last
* tion, last October suspended all expected to complete its report in month that says that any creditor intending to intro-

/1. club-sponsored mountain climbing September duce a resolution at the Nov 1 annual meeting must
» excursions because it did not want to The task force lS composed of notify the current liquidators in writing by Sept 5
0

e pay the substantially increased pre- Sierra Club members who are insur- In addition, according to the hquidators' latest re-
 miums it had been quoted ance professionals and risk manage- port to Mentor's creditors, even if that filing dead-
e "Our premiums went up because ment consultants, Ms Bonnette said line is met, the court order grants Messrs Kempe and
i our claims have been so high," said Because of the complex nature of the Arnold "absolute discretion" to decide if the resolution

2 Andrea Bonnette, director of admin- Sierra Club-which is engaged in should be put to a vote at the meeting1,2/ 'f
* istration and finance, explaining political activism, public policy The only other way a resolution can be introduced at
E that the club has filed two or three 1SSUeS, outing programs and publish- the meeting, according to the court order, is if the Ber-

Sierra Club can't find affordable insurance claims a year related to climbing ing, all of which are directed by vol- muda Supreme Court orders that a resolution be put
for mountaineering, despite the soft market trips Continued on page 25 forward or if a resolution is supported in writing 30

Continued on page 14



Chubb, farmers settle suit with agent
By LAURA MAZZUCA

CINCINNATI-Chubb Corp. and
8,800 farmers who were denied
drought coverage by the insurer
last summer will share in a $8 mil-
lion out-of-court settlement with
Chubb's managing general agent.

However, had the settlement not
been reached, a jury would have
awarded the farmers $40 million
from Good Weather International

Corp., the MGA.
The jury also would have

awarded Good Weather $250,000
in a cross-claim against Chubb to
collect commissions from Chubb

for the drought coverage actually
written.

The settlement ends a year-long
battle on behalf of the farmers

stemming from Chubb's failure to
bind $400 million in drought insur-

C

ance sold by Good Weather Inter-
national Corp. to farmers in 10
Midwestern states.

Chubb alleged that Good
Weather had exceeded its binding
authority by selling $350 million to
$400 million in drought coverage
when it was only authorized to sell
up to $5 million.

Chubb reached a separate $48.1
million settlement with the farm-
ers last November. That amount of
the settlement was based on the
losses the farmers would have re-
covered from Chubb if the cover-

age had been bound, less any pre-
mium reimbursements or goodwill
payments the farmers already had
received from the insurer (BI, Nov.
14,1988).

The insurer then joined with the
farmers earlier this year to sue
Good Weather in the U.S. District

Court for the Southern District of

Ohio in Cincinnati (BI, Jan. 2).
Although the original class-ac-

tion suit filed against the Min-
neola, N.Y.-based MGA sought $21

Attorneys agreed to
the $8 million

settlement because

that is the limit of the

MGA's E&0 coverage.

million for the farmers and $73
million for Chubb, attorneys
agreed to the $8 million settlement
on Aug. 11 because that is the limit
of Good Weather's errors and

omission coverage written by Fire-

There Are Still
A Few Places

Where We Don't
Have An Office
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man's Fund Insurance Co., said
James M. Ringer of the New York
firm Rogers & Wells, who repre-
sented Chubb.

Good Weather President Henry
Fox provided financial records
that indicated that no other assets

were available, Mr. Ringer added.
"Basically that's all there was,"

he said. "There was no way to get
any more money."

While attorneys were negotiat-
ing the settlement, a jury was deli-
berating its verdict in the five-
month trial in Cincinnati, said
Janet Abaray, attorney with Waite,
Schneider, Bayless & Chesley Co.,
one of the attorneys who repre-
sented the farmers in the class-ac-
tion suit.

But, while the settlement nego-
tiations proceeded, the jury
reached its verdict, which Judge
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Tikikluk in the Artic Circle isone of them.

But at the rate we're growing we could
be sledding in there any day. Over the
past 5 years our business has tripled.
And so we're constantly expanding.
Adding more convenient locations.
Topnotch people, too.

Send For A Free Directory
Of Our Offices

Our network of offices stretches from
the Atlantic to the Pacific. The Great

Lakes to the Gulf of Mexico. And points
in between. We'll be glad to send you a
free directory of our locations if you
call or write our Marketing and Sales
Department.

Today Toledo, Tomorrow Tikikluk
We're growing quickly because we have
a reputation for giving our customers
exactly what they need. And we'll be
happy to tailor a program that's just
right for you.

Doing It The Right Way Your Way.

AY & 72AYLOR
INSURANCE ADJUSTERS & RISK SERVICES

RO. Box 25626 • Winston-Salem, NC 27114-5626 • (919) 760-3300 • Fax: (919) 760-4446

Carl B. Rubin sealed until the at-

torneys reached a final agreement,
said Ms. Abaray. The verdict was
opened only after the settlement
was reached, and the settlement
will stand.

"Probably the overwhelming
feeling is relief that it's all over,"
said Mr. Ringer, Chubb's attorney.

A major sticking point in the set-
tlement negotiations was the inter-
pretation of Good Weather's E&0
coverage, according to Ms. Abaray.
Good Weather had $1 million in

primary coverage per occurrence
and $3 million aggregate. It
also had $5 million in umbrella
coverage excess of the primary
policy.

Novato, Calif.-based Fireman's
Fund maintained that failure to

bind the drought coverage repre-

sented one occurrence, while
plaintiffs' attorneys argued that it
constituted multiple occurrences.

Fireman's Fund eventually
agreed to provide $8 million in
coverage to Good Weather, said
Ms. Abaray.

Ultimately, the farmers will re-
ceive $4.93 million, and Chubb will
receive the remaining $3.07 mil-
lion, said Mr. Ringer.

The formula used to distribute
the farmers' share of the award

will then be determined by the
court-appointed special master
who also is handling the dis-
tribution of the $48.1 million set-
tlement between Chubb and the
farrners.

About 400 objections to the set-
tlement between Chubb and the
farmers must be decided before

any additional disbursements of
either the Chubb funds or the Good

Weather funds are made, said Ms.
Abaray.

The $8 million to be paid by
Good Weather's insurer will be de-

posited with the court, which will
place it in an interest-bearing ac-
count.

The interest will be used to de-

fray attorneys' and court fees, said
Linda S. Kloth, senior administra-
tor of the U.S. District Court for

the Southern District of Ohio.

While the farmers' litigation
against Chubb and Good Weather
has been settled, litigation still is
pending against Chubb and Good
Weather in Cook County Circuit
Court in Chicago by brokers seek-
ing $2 million in commissions for
placing the drought coverage, said
Ms. Abaray. I

Woolsey
is promoted
in Chicago

Christine Woolsey has been pro-
moted to associate editor in Busi-

ness Insurance's Chicago office,
· Associate Publisher and Editor

Kathryn J. Mcintyre announced.
In her new position, Ms. Woolsey

will report on both risk manage-
ment and employee benefit topics.

Ms. Woolsey,
24, joined Busi-
ness Insurance

in August'1987
as an editorial

assistant and
was named asso-

ciate directory
editor in Jan- i
uary 1989. 4

tiPrior to join-
ing Business In- Ms. Woolsey
surance, Ms.
Woolsey graduated with high
honors from the University of Illi-
nois in Urbana-Champaign with a
bachelor of science degree in jour-
nalism.

Ms. Woolsey can be reached at
312-649-5460. I
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Our telitement plans emphasize the gmwthof
your fund, not yourmes.

With many group retirement funds, paperwork seems to accumulate faster than money. Not with Wausau.
You see, we administer our funds for our customers. We take care of the record-keeping details, including com-

plicated IRS forms.
Each of our four funds - our guamnteed income»zd, short-term money marketfund, equityfund, and our

balancedfund- can be incorporated into a 401(k), today's most popular retirement plan choice.
And because our regional benefit specialists sit down with each client to customize each program, your retire-

ment fund fits your employees' needs and your objectives.So, if you're interested in a group retirement plan that concentrates ,,WAUSAU
F /96 / .v».

ongathering retirement savings, notpaperwork, contactyour local Wausau F, -,s SURANCEaccount representative, or Steve Foster at the address below. P 6\AU.Ii. 1.«,4

Wausau Insurance Companies, 2000 West;wood Drive, Wausau, Wisconsin 54401 lephone (715) 845-5211 A Member of the Nationwide® Group.
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State to save with PPO, hospital pacts
By MICHAEL SCHACHNER

The state of West Virginia is

hoping to save tens of millions of
dollars in health care costs by es-
tablishing a preferred provider or-
ganization and negotiating freezes
in hospital charges for state em-
ployees.

The state's Public Employees In-
surance Agency hopes to save up to
$8 million in health care costs next

year by creating a PPO network,
according to the program's direc-
tor.

The PEIA indemnity plan ex-
pects to save an additional $15
million over the next two years
through contracts with 62 hospi-
tals that will freeze the current

level of hospital charges for two
years, according to Sally Richard-
son, director of the PEIA in

Benefit beat

Charleston.

The establishment of the PPO

and the hospital contracts are the
result of several initiatives pro-
posed by West Virginia Gov. Gas-
ton Caperton aimed at paying off
debts owed to West Virginia hospi-
tals and doctors by several of the
state's medical programs, includ-
ing the PEIA.

Ms. Richardson explained that
the PEIA-as well as other state

medical programs like Medicaid
and the state Department of
Health-had accrued a $200 mil-
lion backlog of payments due hos-
pitals and providers when Gov.
Caperton took office last No-
vember.

661% m
1viv son is

back home,
and he's

batting 325"

West Virginia currently offers its
employees only a self-insured in-
demnity health care plan.

The indemnity plan paid out
$160 million in medical expenses
in 1988, of which $43 million was
carried over from previous under-
funded years, according to Ms. Ri-
chardson.

Under the indemnity plan, state
employees pay a $150 annual de-
ductible per person. And employ-
ees pay 20% of medical expenses
up to a lifetime maximum of
$500,000.

The new preferred provider net-
work, which will be implemented
before the end of the year, will be
open to 91,000 state employees and

their dependents.
Ms. Richardson said the entire

PPO network will feature 7,000 to

10,000 providers.
Ms. Richardson said the new

PPO will allow the state to make

payments based on a -reasonable
and customary" fee schedule in
which fees cannot exceed a level of

what 80% of West Virginia physic-
ians charge.

Legal benefits
About 25,000 union employees of

Deere & Co. will receive fully paid
legal service benefits as part of a
new three-year contract signed last
month between the United Auto

Workers and Deere.

Under the UAW-Deere pact,
which went into effect Aug. 1,
union employees, retirees and their

1 I they spent on CCM services -
in 1988.

So, when Andfs CCM case 

d*b manager got involved,'. /: things started to hppen.
She brought in an expert

. who taught his parents
how to administer IVs.

She negotiated reduced

rates for at-home medical

equipment. She found a

home care nurse who would

- visit Andy daily.

Her efforts saved the client

$17,500 in medical costs. Most

important, she provided

responsive, reassuring information

and support to Andy's

anxious parents-who

thought their son was going to die.

After several weeks of tender loving care and IV

therapy at home, the abscesses disappeared. Andy is

Andy fumbled someeasy 4 *
field balls during little league

practice. His dad knew some-

thing was wrong. Andy said -

he felt «weird." 'Maybe it's , « 1 '' 1

the flu," he told his dad.

Next day, when

Andy's temperature

spiked to 105, his parents

rushed him to the hospital. By /2
this time, Andy coul(in't lift his ''/
head. Athrobbing pressure ' i' 7 c
behind his eyes caused them to

cross. He began to hallucinate.

At the hospital, tests showed
13 abscesses on his brain.

Doctors prescribed intensive

intravenous (IV) antibiotic

therapy. They wanted him

hospitalized. Indefinitely.

After a month, however, Andy's parents wanted
him home.

His dad's company then turned to HRM's Coordinated

Case Management (CCM) prvgram. CCM manages large,
long-term, catastrophic cases to make sure patients like

Andy receive appropriate care at appropriate costs and

within appropriate timeframes.

Because of its comprehensive case management

process, for example, HRM saved clients $13 for every $1

Managed Care from HRMmade the difference.

back in school making Bs and batting 325 for,his

little league team.

HRM. Your independent source for a fullline of

managed health care services since 1977. Call us

toll-free today for details. Together we can make

ahealthy

difference. "-/ f, 51
p..

..

.aa . , ..
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© CoRyright 1989, Health Riak Management Inc., Minneapotia, Minnesota

dependents now may obtain a wide
range of legal services from Cleve-
land-based Hyatt Legal Services.
The services include unlimited

consultation related to wills, docu-
ment preparation, personal bank-
ruptcy, divorce, custody, uncon-
tested adoptions, consumer
matters and civil litigation and de-
fense of misdemeanor chafges and
traffic violations, among other
things.

The Moline, Ill.-based farm and
industrial equipment manufac-
turer will fully fund the benefit.
The company declined to disclose
the cost of the program.

The plan has been extended to
union employees in more than a
dozen cities, although the bulk of
Deere's workers are located in the

Quad Cities area, which includes
Moline and Rock Island, Ill., and
Davenport and Bettendorf, Iowa.

Participants in the plan may use
Hyatt's 500 attorneys in any of the
firm's 173 offices nationwide. Em-

ployees who do not live near a
Hyatt office have access to selected
lawyers that subcontract with
Hyatt.

New Upjohn ESOP
The Upjohn Co. has established

an employee stock ownership plan
that will allow the company to
match employee contributions to
its 401(k) plan with preferred con-
vertible stock.

The Kalamazoo, Mich.-based

pharmaceutical manufacturer will
borrow approximately $300 mil-
lion over 15 years to purchase
7,440 shares of a new issue of con-

vertible preferred stock.
Upjohn currently estimates that

the shares will convert to about 7.4

million common shares after 15

years, which will give the ESOP
about 4% ownership in the com-
pany, a spokesman said.

Shares controlled by the ESOP
will be allocated to almost 12,000

domestic employees of Upjohn as
matching contributions under the
company's existing 401(k) savings
plan.

Upjohn currently matches em-
ployee contributions to the 401(k)
plan with common stock from the
company treasury at a rate of 50
cents on the dollar up to a maxi-
mum contribution of 5% of an em-

ployee's salary, according to the
spokesman.

That 50% matching formula will
continue, he said.

In the past, employees with com-
mon Upjohn stock in their savings
portfolio were not allowed to vote
those shares. Under the new plan,
however, ESOP participants with
preferred stock will have voting
rights.

Saab early retirement
In a move designed to trim costs

spurred by falling domestic auto
sales, Saab-Scania of America is
offering early retirement to U.S.
employees age 50 or older with at
least five years of company service.

The Orange, Conn.-based auto-
maker announced that employees
who were age 50 or older on Aug. 1
and opt for early retirement will be
credited with an additional five

years of age and five years of ser-
vice for pension benefit calcula-
tions.

In addition, those who choose to

retire early will receive severance
pay based on actual years of ser-
vice.

Saab declined to comment on the

formula used to determine sever-

ance pay.

Approximately 60 of Saab's 600
domestic employees may opt for
the program. Saab's sign-up dead-
line was last Friday and those who
accept the offer will retire as 01
Sept. 1. •



That Works

Over the past several months, there has been considerable discussion in Congress and several state legislatures over
the role MGAs, or Managing General Agents, play in insurance company operations in the excess and surplus lines business
within the property and casualty industry. Several recent insurance company insolvencies have caused considerable con-
cern in Congress and many states about the role Managing General Agents played in the demise of these companies.

In the excess and surplus lines market, some insurance companies delegate total administrative, underwriting, claims
and reinsurance placement authority to a Managing General Agent. In the case of a few recent insurance company in-
solvencies, company management may have delegated these authorities with no controls and little monitoringor auditing of
the MGA's activities.

These insolvencies are indeed unfortunate, but they should not be allowed to sully the accomplishments and reputa-
tion of the vast majority of excess and surplus lines companies and their general agents.

The group pictured in this advertisement are all MGAs who are on the advisory council of Guaranty National Insur-
ance Company and Landmark American Insurance Company, part of the Orion Capital Corporation family of companies.
These agents, along with 50 other general agents representing Guaranty National and Landmark American, are dedicated,
disciplined, and extremely knowledgeable in their field of insurance in the excess and surplus lines marketplace. Our com-
pany delegates underwriting and pricing authority to our commercial general agents based upon their insurance technical
expertise and underwriting skills. We control claims handling and reinsurance placement and reunderwrite all business
placed in our companies. We also conduct numerous internal and external audits, which our general agents encourage and

support. Our general agents dedicate
their attention to front-line field

underwriting and risk selec-
tion. The combined efforts

of the company and these
disciplined professional
agents have given our com-
panies continuous under-
writing profits, which we
share with our agents.

Our advisory council
is only representative of the
thousands of professional
and dedicated MGAs who,

along with their insurance
companies, understand the
role of an integrated under-

The general agency system

writing and disciplined op-
erating insurance system.

does work for the vast ma-
1

jority of companies and
agents, provided they oper-

Guaranty National's General Agency Advisory Council represents professional and dedicated individuals who understand the role of a disciplined ate like professionals.operating insurance system. They are sitting left to right, front row : Dick Thomas, Adco General Corp., Denver, Colo., Curtis Anderson, Skanco
International, Ltd., Scottsdale, Ariz., Joan Buschbach, J. Buschbach Insurance Agency, Inc. Chicago, 111., Jimmy Stringer, Jr., Jimmy Stringer Co., Guaranty National and
Atlanta, Ga., and Bill Jackson, Agents Insurance Markets, Inc., Richmond, Va. From left to right, back row: Chuck Conway, Deleware Valley
Underwriting Underwriting Agencyh, Inc., Pittsburgh, Pa; John Griffin, Cochrane, Griffin & Co., Bellevue, Wash., John Snyder, Snyder General Landmark American are
Agency, Madison, Wisc., and Elton George, Elton George & Co., San Antonio, Texas. proud to do business with

these professional business-
men andbusinesswomen.

Guaranty National
Cornpanies
Englewood, Colorado
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Opinions

The buyer must bewa re
7dTO ONE should be surprised that the first risk
1 N retention group has gone broke.

Nor does the first insolvency of a risk retention
group prove that these risk financing mechanisms
need stricter state insurance regulation than is
currently permitted under the federal law auth-
orizing the formation of risk retention groups.

And, the insolvency does not suggest that the
federal Risk Retention Act and its 1986 amend-

ments are a failure.

The insolvency does prove that, as in all risk fin-
ancing transactions, the buyer must beware.

Rent Rite Advantage Services Inc., a Risk Re-
tention Group, was placed in voluntary receiver-
ship last month in New Mexico, insolvent by
$689,464 as of year-end 1988 (see story, page 1).

A risk retention group insolvency should not be
surprising, given the track record of insurance
companies operating in the United States and in-
deed around the globe. There were, for example,
142 insolvencies of U.S.-based property/casualty
insurers between 1969 and 1986.

And, while the number of insolvencies has

slowed in the last few years as higher insurance
premiums helped many insurers recover finan-
cially, there will be an increase in insolvencies in
the next few years as the impact of cheap insurance
prices charged during this cycle hits the market.

State insurance regulators have not been able to
prevent insurance company insolvencies. They do
not have the resources to adequately monitor in-
surance company management and loss reserves on
a current basis to stop insurance companies from
driving themselves into the ground. And when reg-
ulators do detect an insurance company is in finan-
cial trouble, they too often do not act soon enough
to shut down it down.

State insurance regulators will not be able to
prevent risk retention group insolvencies for the
same reasons. It will not be because officials lack

adequate authority to regulate risk retention

Letters

Make polluting
too expensive
for violators

To the editor: The July 17 editorial
"Speed Oil Spill Cleanups" is 100% cor-
rect that we have to make it more expen-
sive to spill oil in our waterways than it is

to adopt the programs needed to prevent
such spills in the first place.

An economist would call this turning
an "externality" into a cost of doing
business, and it applies to everything
from dangerous autos and airplane de-
sign to real estate development that de-
stroys neighborhoods.

In fact, "externalities" are at the heart

of the "tort liability crisis" we've all
spent the last 10 years wailing and fin-
ger-pointing about. The tort system is a
cruelly inefficient, horrendously expen-
sive method of making (some) economic
actors pay for (some of) the consequences
of (some of) their actions.

A modest proposal: Risk managers and

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We wilt not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush

St.. Chicago, m., 60611.

r
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groups. Any state can shut down a risk retention
group it believes faces financial trouble.

No one should view this insolvency as proof that
risk retention groups do not work as risk financing
mechanisms. That would be as rational as con-

cluding that an insurance company insolvency
proves that insurance companies cannot succeed.

Instead, this insolvency should remind insurance
buyers-whether they participate in a risk reten-
tion group or buy insurance from a commercial in-
surer-that they have to vigilantly monitor the fi-
nances of their risk financing facility.

And, those participating in risk retention groups
must be especially watchful and demanding that
the risk retention group is operated for their direct
benefit and not for the benefit of its managers.

Risk retention group members that carefully
monitor the activities of their group will be the
best watchdog against its insolvency.

the insurance industry are in an excellent
position to push individuals as well as
corporations to recognize the conse-
quences of our actions and prevent or
ameliorate those that would be negative
for others.

Can we do it? Will we do it? Are you
holding your breath?

Mary A. Carroll
Chicago

Insurers still shooting
themselves in feet

To the editor: Last year, I wrote a letter to
Business Insurance (BI, Aug. 8, 1988) that
stated: "We are perceived by most people as
a group of dishonest individuals operating
in a crooked industry."

That perception was instrumental in the
passage of Proposition 103 in California.
This industry has learned nothing from
Proposition 103 and continues to shoot itself
in the foot at every conceivable opportunity.

An example of this is workers comp divi-
dends. All of us know that dividends cannot

be guaranteed, yet insurers make promises
they know they cannot live with.

I have just received a dividend check
for one of my clients. Based upon the origi-
nal retention quote and its loss ratio, the
dividend should have been more than

$17,000. The actual dividend is $2,700. Ob-
viously, the company is within its legal
rights, but what is legal is not always moral.

It's very sad to think we can look forward
to additional Proposition 1035 for each and
every line of insurance.

Jerry Nisker
North American Insurance Agency

Orange, Calif.

Risk Manager
of the Yea r
nominations

Nominations for the 1990 Business In-

surance Risk Manager of the Year Award
and Risk Management Honor Roll are
being accepted by Business Insurance.

Candidate nominations must be sub-

mitted according to guidelines contained
in a nominating package available from
Business Insurance. The nominating
package ensures that comparable infor-
mation is submitted for each candidate.

A panel of 10 independent judges-in-
cluding former recipients of the awards,
brokerage and insurance company execu-
tives, an academician and a risk manage-
ment consultant-will select the 1990

Risk Manager of the Year and members of
the Honor Roll (BI, July 10).

Business Insurance created the award

in 1977, on the 10th anniversary of its
publication, to recognize outstanding
achievement in the practice of risk man-
agement.

All risk managers, whether part-time
or full-time, are eligible for the award, as
long as the candidate is a full-time em-
ployee of the organization for which he or
she acts as the risk manager.

Although the deadline for submitting
nominations is Nov. 28, Business Insur-
ance Associate Publisher and Editor

Kathryn J. Mcintyre recommends begin-
ning preparation of the nominations
soon.

Nominating packages can be obtained
by writing Risk Manager of the Year
Award, Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611-2590.
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Ihe check really is in the mail.

SAL

Very few things in life are more frustrating than waiting for money
that someone owes you.

Particularly if that someone is an insurance companB
Unfortunate41 ith by no means unusual to wait months on end for

an insurance company to pay up.
At Aetna, we think thatb unconscionable.
So at our Employee Benefits Division, we've reduced the entire

health insurance claims process to a mere nine days. Despite the fact
we receive nearly a quarter-million claims a daF

Of course,you don't getresults likethis bywavinga wand.At Aetna,
it takes a national on-line claims network, three mainframe computers,
32 automatic collating machines, five huge Zip Code pre-sorters,
and 225 people dedicated solely to getting all those checks in the mail.

Still, we find the extra effort pays. We like to think that such un-
usual promptness is why so many companies are so
quick toemploy us fortheir employee benefit programs. /Etna

And why theyte so slow to leave us
AETNA. WE GIVE NEW MEANING TO THE WORD DILIGENT.

© 1989 AEtnalife lnsurance Company

SAMP
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Manville

payouts'
high pace
continues

By STACY ADLER

WASHINGTON-The Manville

Personal Injury Trust continues to
settle asbestos bodily injury claims
more quickly and for more money
than originally anticipated.

The trust-which is the center-

piece of Manville Corp.'s massive
reorganization plan-in the seven
month period ending June 30 set-
tled 14,810 claims for a total of

$598.7 million. During that period,
settlements averaged $40,424.

Before the trust was created, it
was envisioned that settlements

would average $25,000 per claim.
In addition, the trust's architects
projected that it would settle only
7,000 to 10,000 claims per year.

The trust was criticized earlier

this year for settling claims
quickly, which officials refuted
(BI, Feb. 15).

"We are simply getting better at
what we do," said Marianna
Smith, executive director of the
trust.

Manville filed for reorganization
under Chapter 11 of the Federal
Bankruptcy Act on Aug. 26, 1982.
At that time, the company faced
more than 17,000 asbestos bodily
injury claims, and new claims were
being filed at a rate of more than

'We are simply

getting better at what
we do,' says

Marianna Smith,
director of the trust.

400 a month (BI, Sept. 6, 1982).
The trust currently faces more than
25,000 claims, while the number of
future claims has not been esti-

mated.

The Manville Personal Injury
Trust began negotiating settle-
ments in January 1987. At the time
Manville emerged from reorgani-
zation in November 1988, the trust
had made 11,786 settlements at an

average cost of $39,429. The total
cost then was $464.7 million.

The average size of each settle-
ment increased slightly during the
recent seven month period ending
June 30 because the trust recently
settled several expensive claims for
severe cases of mesothelioma, a

painful asbestos-related disease,
according to Ms. Smith.

In addition, the trust has been
able to settle as many claims as it
has because it works closely with
plaintiffs' attorneys to keep these
cases out of the courts, Ms. Smith
said.

"We are working hard with the
plaintiffs bar to control the liabil-
ity" for these cases by controlling
litigation costs, she said.

Nevertheless, a group of plain-
tiffs earlier this year attempted to
derail the trust's progress.

A group of 4,000 shipyard work-
ers filed a petition in U.S. Bank-
ruptcy Court in New York seeking
to enjoin the Manville Personal In-
jury Trust from making further
cash payments to asbestos claim-
ants.

The shipyard workers claimed
that the trust was using more than
half of its available cash to pay
only 15% of the claimants.

However, a judge in May denied
the workers' petition for a tem-
porary restraining order, and the
suit was dropped. •

At issue

Peggy B.
Fayfich
vp-corporate
benefits

PNC Financial

Corp.,
Pittsburgh

We have a very strong participation
rate. We just implemented 401(k)
loan provisions in January, and we've
put in about 1,000 new loans since
then. We have approximately 13,000
participants eligible to contribute.
However, the new loan regulations
appear to limit the attractiveness of
loans for employees with shorter ser-
vice and smaller balances.

Compiled by Christine Woolsey

#4

How extensively do employees use 401(k) loan provisions?

 j Ann K.
4**f '  Dudero
 employee
1 benefits

* 7- " manager
Jostens Inc.,

Minneapolis

Our employees use the loan provi-
sions much more than was antici-

pated-averaging around 65 loans
per month. . .with an active partici-
pant base of 3,900. Although we
sometimes feel like Jostens Savings
& Loan, the implementation of a loan
feature was crucial to retaining good
participation now that withdrawals are
so restrictive.

Harry G.
Hoyt
manager-

employee
benefits

Mollne, 111. Deere & Co.,
Before putting our 401(k) loan provi-
sions into effect in 1986, we studied

other firms' experience. Based on that
research, our expectations have
come very close to reality. We now
have 890 loans outstanding from a
participant base of 8,500 eligible em-
ployees. However, the maximum pay-
back period is 54 months, so we
haven't gone through a complete
cycle.

4

....... F:
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Merle Flaata

vp-benefits
First Bank

System Inc.,
Minneapolis

The loan option is an important fea-
ture of our 401 (k) plan. Since 1984,
about 85% of our eligible employees
have elected to participate in the plan
each year. I believe the loan and with-
drawal features have helped us main-
tain this high participation rate. In
total, approximately 18% of our active
participants have outstanding 401 (k)
loans.

SunWorld Chose Us
Because We Understanc
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At SunWorld, the only thing growing faster than its highly
)prized, gourmet fruit and vegetables was the company itself

J But that growth meant a greater potential for
\ accidents and injuries. And that could have affected

* 1 crops worth millions.
Which is why Sun World needed an insurer that

MS would work with them to keep their employees productive.
And why they chose Argonaut for worker's compensation
coverage. NZA
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Health care costs
Continued from page 1
insurers are beginning to feel com-
fortable that their rates have caught
up with health care cost inflation.

Trend lines take into account sev-

eral factors, such as the projected in-
crease in overall health care cost in-

flation; the effects of cost-shifting
against indemnity plans by Medicare,
Medicaid and managed care plans;
the added cost of technological ad-
vances; and catastrophic claims.

These trends are combined with
claims experience and other factors
to determine a premium.

"Trend factors are coming down
to the 20% range. They had been
about 30% for some insurers over

the last year and a half. These trends
reflected not only health care costs,
but also catch-up by the insurers,"
noted Jay Catlin, a consultant in the
Harmon Meadow, N.J., office of Buck
Consultants Inc.

"The trend is holding in the 22%
to 24% range. It doesn't seem to be

increasing or decreasing at this
point" for plans renewing at mid-
year, noted John D. Moynahan, an
executive vp at Metropolitan Life In-
surance Co. in New York.

"The increase in indemnity plan
premiums is slowing down now be-
cause the catch-up aspect that is fi-
gured into the premiums is slowing
down. We got through some 60% to
70% increases that were necessary to
make up for the inadequacy of pre-
miums before," he explained.

At Fort Wayne, Ind.-based Lincoln
National Corp., "our trends for in-
demnity premiums are at about 22%
to 24%. These are staying high for
now because of the degree of catch-
ing up we are doing" with health care
cost inflation, said John P. Cole, ex-
ecutive vp and chief operating officer
of the managed health care group.

And, "we are still using a trend
in the 20% to 24% range for rating
purposes. But, there are early indi-
cations that the trend could be in

the 17% to 19% range next year,"
said John Brunosky, a vp and actu-

ary with Aetna Life & Casualty Co.
in Middletown, Conn.

CIGNA Corp. also is using a trend
of "about 24% for the pure indemnity
side of the house," said Chris Doerr,

senior vp and chief financial officer
of the employee benefits group of the
Hartford, Conn.-based insurer.

"Toward late 1988 and early 1989,
we saw some encouraging signs that
the medical inflation trend was ac-

tually dropping a bit. But, by the sec-
ond quarter of this year, we saw it go
up a bit. So, there is some small re-
duction in the trend, but we can't tell
if it's an aberration at this point."

At EQUICOR, "we're on the high
end-toward 24%--of the trend we're

using for indemnity rates. But, we're
not making any judgments about
which way this will go until we see
the July CPI numbers," observed
Martin Dickler, senior vp and chief
actuary m New York.

Newark, N.J.-based Prudential In-
surance Co. of America Inc. also is

using a trend in the 22% to 24%
range, said Joseph Maginnis, vp of

group marketing for Prudential In-
surance Co. of America Inc.

And, Blue Cross of California has
used a trend of about 20% for the

last 12 months, "with some minor
adjustments of one or two percent-
age points," Mr. Davies said.

"On most of our group health con-
tracts, we have the right to put in
midyear rate increases when neces-
sary, and we haven't had to do that
this year," he noted.

While employee benefit consultants
also say they have observed insurers
maintaining health care cost trends
in the 22% to 24% range, some doubt
these trends will decline much fur-

ther in the near future.

"We are right now in a very in-
teresting cycle. The actual rate of
increase in health care claims costs

for some of our clients is down by
1% or 2% compared to six months
ago," noted Tim Borchard, a con-
sultant with Hewitt Associates in

Lincolnshire, Ill.

But, "insurers, in calculating re-
newals, still are not recognizing this

We assisted SunWorld in assembling the best on-call medical
people available in a region where physicians are a scarce resource.
And we did so cost effectively. -*.139/8.diA ,

We also tailored the program to precisely fit SunWorld'sFli.1-L

business operation. Premium payment[iees schedules, for example, were structured arou
' the harvest. And claims were efficiently pro- -meN./

cessed to meet the needs of a non-English speaking, transitory work force.

Still, what was most important for Sun World is the fact we listened.
Because every customer is different. And every business requires

an insurance program that takes into account the exceptions, not just
the rule. In other words, the kind of coverage that Argonaut delivers.

Call (415) 326-0900 and talk with Michael Crall, our president.
Find out how we can i

help you grow. Argonai t
CT-

decline. They are still maintaining
the 23% increase in projected costs
trend. They are doing that because of
the anxiety they have about where
cost trends will go in the next year,"
he explained.

"It would appear that the insur-
ers have a little bit more margin built
into their premiums" to protect
against a surge in inflation, said
Lawrence B. Leisure, a principal
with TPF&C, a division of Towers,

Perrin, Forster & Crosby Inc. in New
York. "But, the msurers are unwilling
to drop that trend just yet."

And, after being caught by surprise
by a surge in inflation a year or so
ago, "insurers have built larger mar-
gins into their premiums to protect
themselves," said David L. Brenne-

man, a vp in the East Orange, N.J.,
office of Noble Lowndes, an interna-

tional benefits consulting firm.
"I think we're beginning to get the

feeling that double-digit inflation in
our claims costs will be a fact of life

for the next five years or so," Pru-
dential's Mr. Maginnis said.

The rate of increase charged some
employers at midyear might seem
stable compared with other employ-
ers' January renewals for another
reason, said Edwin Freedman, vp and
director of the national health care

group of the Alexander Consulting
Group Inc. in Lyndhurst, N.J.

"If the insurer overcharged last
year in an effort to catch up with

inflation, then the increase this year
is less than last year," he said, refer-
ring to individual renewals. "But,
does that mean claims costs were ac-

tually lower for the employer, or did
the insurer just drop the rate to make

up for the overeharge last year?"
According to the Bureau of Labor

Statistics, the medical care compo-
nent of the CPI rose at an annual rate

of 8.3% for the six months ended

June 30, 1989.

By comparison, the overall CP]
rose at an annual rate of 5.9% for th€

same period.
The rate of increase in the medi-

cal care component of the CPI has
outpaced the overall CPI for the past
few yeans. In 1988, the medical care
component rose 6.5%, compared with
a 4.9% rise in the overall CPI. And, in

1987, the medical care component
rose 6.1%, compared with a 4.5% in-
crease in the overall CPI.

The stabilization in indemnity plan
trend lines translated into premium
increases in the range of 20% to 35%
for most employers whose plans ren-
ewed in the last two months.

"We are certainly seeing some in-
creases as high as 50%. But, we have
one client that will have an increase

of less than 10%. For the most part,
indemnity plans are renewing in the
high 20% range," said Harry Don, ac-
tuan, at The Wyatt Co. in Cleveland.

For example, Irvine, Calif.-based
Fluor Corp. experienced a 14% in-
crease in its minimum premium in-
demnity plan, which renewed in
April, said Morton D. Jones, direc-
tor of employee benefits for the en-
gineering and construction firm with
about 14,500 employees nationwide.

The plan, which is underwritten
by Connecticut General Life Insur-
ance Co. of Bloomfield, Conn., in-
cludes a number of health care cost

containment programs, he said.
"I think these programs have

helped control costs, but unfortun-
ately nothing has seemed to stop the
tide. But, I would hate to think what
costs would be like without these

programs," he said.

In comparison, health care claims
costs at one self-insured employer-
DeKalb Corp., an energy and agri-
cultural products firm in DeKalb, Ill.
with about 4,000 employees-have
increased between 15% and 20% "and

that is a conservative estimate," said

Donna Turner, the company's bene-
fits director.

To help control costs, "we are in-
itiating an inpatient utilization re-
view and controls on some outpa-
tient procedures beginning in
January," she said.

Ms. Turner said that she believes

that a self-insured health plan pro-
Continued on next page
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Health care costs

Continued from previous page
vides the company with more con-
trol over costs. "Some of the com-

panies in our region that are not
self-insured are looking at huge .n-
crease. compared to DeKalb."

While DeKalb's self-insured plan
costs increased 15% to 20%, numer-

ous large, self-insured employers
with which TPF&C works "are ex-

perieneing less than 15% increases in
their plan costs, and some are as low
as 10%," Mr. Leisure noted.

.Along with the stabilization in the
rate of increase in indemnity pkan
rates, the percentage increase in

HMO premiums also seems to have
stabilized, HMO officials say.

Premiums for plans renewing at
midyear 1989 are increasing 15% to
30%, the same level as increases Eor

January 1989 renewals, but still
higher that the 12% to 15% increases
commcn last year, HMO executives

and benefit consultants say.
"Foi the first and second quar-

MET LIFE SERVES 6ROUP LIFE ANP WEALTH CLIENTS
JUST THE WAY THEY LIKE IT.

-:lstLL

%

Brokers and employee benefit managers
can expect special attention from Met Life.
We want to help you in any wa* so we
offer an extensive range of options, including
the Met Life Multi-Option Health Plan and
Flexible Benefits. In fact, you'll get our prompt,
friendly service for whatever you need-

©1988 Metroplitan Life Insurance Company NY, NY

Zi£BHucz.
right down to the last administrative detail.

Just call your Met Life Group representative,
or write to us at Metropolitan Life Insurance
Company, Group Marketing Division, One
Madson Avenue, Area 24VW New York, New
York 10010.

At Met Life, well wait on you hand and foot.

GETMET. ITFAYS.
dvb MetroDoman Life
9Af AND AFFILIATED COMPANIES

PEANUTS Characters: © 1950,1953 United Feature Syndicate, Inc.

ters of 1989, our increases were about

18.5%. For the whole year, our aver-
age increase will be about 17%," said
Leonard Abramson, president of U.S.
Healthcare Inc. in Blue Bell, Pa.

HMO USA, a national HMO net-
work operated by the Chicago-based
Blue Cross & Blue Shield Assn., in-

creased its premiums 12% to 25% for
contracts renewing throughout 1989,
a spokeswoman said.

Premiums for CIGNA Healthplans
Inc. HMOs have renewed at a lower

rate of increase in the second half of

the year than they did in January,
Mr. Doerr said.

"Earlier this year, we had in-
creased HMO premiums in the 25%
to 35% range. But, the business we
wrote in the second half of the year
had increases in the 15% to 25%

range," he said.
And, Metropolitan Life increased

its HMO premiums an average of

about 12% throughout the year.
However, Kaiser Foundation

Health Plans is increasing premiums
in "excess of 15%" mainly as a result
of health care cost inflation, said a

spokesman for the Oakland, Calif.-
based HMO firm. In December, Kai-

ser officials predicted premiums
would increase about 11%.

Premium mcreases for Fluor Corp.

HMOs ranged from 15% to 20%, Mr.
Jones said.

As a result of the continuing health
care cost inflation, employers are be-
coming more aggressive than ever at
managing their health care costs.

For example, benefit managers are
expressing more of an interest in
adopting open-ended HMO-type
managed health care plans to replace
their traditional indemnity plans, the
experts report. These managed care
plans enable employers to control
their health care costs while not

completely restricting employees'
choice of providers.

And while still concerned with the

employee relations ramifications of
limiting employees' choice of health
care providers, more employers are
interested in developing plans that
impose financial penalties for using
non-network providers.

"Last year, we were seeing just a
few firms being really aggressive in
their managed care efforts. Now, it's

becoming more mainstream," ob-
served Mr. Leisure of TPF&C.

For example, Los Angeles-based
First Interstate Bancorp this year
launched a new open-ended HMO
plan administered by Metropolitan
Life (BI, Jan. 2).

Also, Cincinnati-based Procter &

Gamble implemented a similar plan
earlier this year (BI, Sept. 5, 1988).

In addition, Marriott Corp. of
Washington, D.C., will implement a
managed care program in January
administered by Prudential.

"There's a steadily growing interest
among employers to use stricter

managed care approaches. And, these
programs do change the way people
receive their health care. But, intelli-
gent employers do understand that
this is a change that can be made and
can be well-managed," said Mr.
Moynahan of Metropolitan Life.

Employers interested in managed
care plans also would like insurers to
assume more financial risk under the

plans, intrigued by the example set
by Mornstown, N.J.-based Allied-
Signal Inc. and CIGNA. Under this
three-year contract, CIGNA agreed
to hold Allied-Signal's health care
cost increases to a certain level. Any
increases above this level are as-

sumed by the insurer (BI, Feb. 22,
1988).

Overall, the rising cost of health
care and the risk of losing more
money on the business is forcing
health insurers to more efficiently
manage the cost and delivery of
health care.

"The big group health insurers are
now in the business of managing
health care delivery instead of just
being in the indemnity insurance
business," said Mr. Brenneman of
Noble Lowndes. "If insurers are as-

suming more risk, they don't want to
do this unless they can control that
risk."
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Mentor
Continued from page 3
days before the meeting by credi-
tors representing not less than 1036
of the claims for which they are
entitled to vote.

Which creditors will be alloWEd

to vote at the Nov. 1 meeting and
the weight of their votes will be the
subject of a separate advisory no-
tice to the creditors from the liqui-
dators, scheduled to be released
Sept. 8.

Although the dissident creditors
are critical of some of the provi-
sions of the Supreme Court order
and may yet attempt to challenge
them, the liquidators say in their
latest report that the court order
was necessary to protect Mentor
creditors.

The court order was needed be-

cause of "potential difficulties"
that could have the effect of "dis-

enfranchising the overwhelming
majority of creditors from voting
at this year's meeting and possibly

*F«Uz YOU WERS OUT
BEPHONED
P,6*52 CAU .
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C
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Listen.
It's what an employee benefits man-

ager does. You listen to employees asking for
a health plan with lower co-payments and
better benefits. You listen to management
asking for cost control. Then you try and
please everybody

That's when you need to start talking-
to EQUICOR. EQUICOR offers a complete
range of employee benefit options-all we
need to fbrrnulate your benefit plan is to hear
from you

Tdll us the numbers you're working with,
yourpriorities, managements budgetarygoals,
and every other important factor to be con
sidered. Then let EQUICOR design a unique,
customized benefit package for your com
pany based on good hard listening

Next time someone gives you an earful,
think of EQUICOR. And remember: when
ever vou need to talk about a benefits plan,
you ve got our ear

The Good Listener.

in the future," the liquidators say
in the report.

Without naming him, the liqui-
dators' report criticizes lawyer
Francis Mackie of the London firm

of Clyde & Co., who introduced a
surprise motion of no confidence in
the liquidators' 1988 report during
Mentor's annual meeting held in
September 1988. That resolution
failed.

Referring to Mr. Mackie only as
"the representative for Lloyd's
syndicates 391 and 947"-creditors
that are claiming $600,000 from
Mentor's estate-the liquidators'
report says that "his continued in-
terference behind the scenes can

only serve to increase costs and
hinder the progress toward an
early distribution."

Messrs. Kempe and Arnold say in
the report that they have offered to
meet Mr. Mackie's "principals"
directly to discuss their concerns,
"but in the absences of any re-
sponse they can only assume that
this request has either not been
conveyed to the relevant parties or
they have declined to meet" with
the joint liquidators.

Against this background, the liq-
uidators say they have found it
difficult to continue a dialogue
with Mr. Mackie, "given that they
(the liquidators) have no comfort
or assurance whatsoever as to the

motives or rationale behind the

party or parties for whom he is al-
leging to be acting."

In addition, the liquidators crit-
icized the "representative" for is-
suing circulars or making com-
ments that are "inaccurate or

misleading."
Messrs. Kempe and Arnold say in

the report that their overall strat-
egy is to adjudicate creditors
claims and declare an interim cash

distribution to creditors "during or
before" 1992.

But according to Michael Adam-
son, an accountant with London-
based H.S. Weavers (Under-

writing) Agencies Ltd. and a repre-
sentative of the dissident creditors,

that strategy is unacceptable to
many of the creditors.

Mr. Adamson said that the credi-

tors that he represents and thos€
represented by Mr. Mackie have
"overwhelming support" from the
main body of Mentor's 2,500 credi-
tors.

He declined to elaborate on that

support but said that the dissi-
dents, which are committed tc
changing the liquidators, their po-

licies and the committee of inspec-
tion overseeing the liquidation, are
now working on resolutions to in-
troduce before the Nov. 1 meeting.

Since last year's annual meeting
most of Mentor's U.S. creditors

and all of its European and lapa-
nese creditors have switched sides

and now back the dissidents, Mr
Adamson said last week.

Mr. Lines, who- is attempting tc

complete Cambridge Re's first cash
dividend payment to creditors, was
unavailable last week for comment

(see story, page 17).

Creditors of Cambridge, which
collapsed about the same time as
Mentor, have received about $2.5
million in dividends, a fact that the
dissident Mentor creditors are

quick to mention when calling foi
changes in the Mentor liquidation.

The dissidents would like th€

Mentor liquidators to use an expe-
dited claims assessment process

used by the Cambridge liquidators
which would speed payment 01
dividends to Mentor creditors (BI.
March 16, 1987).

However, the Mentor liquidators
have resisted this demand, ex-
plaining that the long-tail business

written by Mentor does not lend it-
self to the Cambridge approach.

The bulk of the liquidators' re-
port centers on receipts and pay-
ments for the year ending June 30.

According to the report, liquida-
tion expenses in the year ending
June 30 totaled $8.8 million, oj

which the greatest sum-$3.7 mil-
Continued on page 17
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E veryone knows thar mental heAlth and substance abuse present special health problems.They aremore difficult to diagnose.Theyare more difficult to treatand monitor. And, consequently; they
are far more expensive.Thais why we call them the grey areas.Moreand momemployers andhealthcamorganizations are turning toMCCtohelp rnanage
thesegreyareas.The MCC approach to mentalhealth and substance abuse care works Studies consistently
show high user satisfaction.The records show effective cost control. The reason for this success is thatMCC, through its experience since 1974 is able to prescribe necessary treatment based on symptoms
rather than on expediency or"customary practiciMCC has developed a range of products that can deliver their cost-effective service according
to yourparticular needs... including capirated"at-risk" arrangements for HMO's and PPOs, as well asemployer-oriented products like Utilization Management Review Case Management and Exclusive and
Preferred Provider Pro5ams.We'dlike to answerall your questions and discuss your specific needs. Call us at (612) 861-9500
orl-800-433-5768 today

It should be enlightering.

©1989 MCC Companies, Inc.
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College students
no longer avoid

insurance careers

By MARK A. HOFMANN

Insurance companies looking for young talent are benefiting
from the about-face in student attitudes about business careers
during the last 20 years.

The soaring interest in business among college students has
helped the insurance industry shed its image as a stodgy enter-
prise that offers few job opportunities beyond door-to-door life
insurance sales, insurance company recruiters say.

In addition, although insurers still must compete with more
glamorous businesses based on Wall Street to snap up qualified
entry-level personnel at college job fairs, pay scales have been
improved to put insurance on par with other financial indus-
tries, the recruiters say.

"We are starting to see some evidence that kids are looking
our way," said Dan Borbas, vp-human resources for the Zurich-
American Insurance Cos. in Schaumburg, Ill. "We can compete
with virtually any industry, and we don't have to take a back seat
any longer."

This contrasts sharply with 1987, when Mr. Borbas reported
that "too few totally competent people" were entering the in-
surance industry (BI, Feb. 9, 1987).

However, some nagging image problems remain, observers say.
"I think it's getting better, but we still have work to do," said

Norman A. Baglini, president of the Insurance Institute of America
Inc. in Malvern, Pa.

Zurich's Mr. Borbas, like several other insurance company
human resources officials, attributed part of the reason for col-
lege students' apparent increased interest in insurance careers
to a more positive image of business in general.

"You might call it the 'Michael J. Fox syndrome,' " Mr. Borbas
said. Alex Keaton, the conservative character played by Mr. Fox on
the hit television show "Family Ties," may have helped some young
people realize that "there's nothing wrong in working in the pri-
vate sector," Mr. Borbas explained.

"We don't feel we're having problems recruiting," agreed Kate
Ort, vp-employee relations and organizational development for
Continental Insurance Co. in New York. But, she added, insurers
do have to work harder at demonstrating to prospective employees
that insurance offers a broad range of career opportunities.

"There is an image problem. When you say 'insurance, ' .the
first thing they think is sales. We try to indicate that insurance
is much more than sales. It's kind of a microcosm," said Rich
Pescatore, superintendent of staffing and placement at Balti-
more-based United States Fidelity & Guaranty Co.

Mr. Baglini agreed: "We have to show students that insurance
isn't green eyeshades and mulling over mounds of paper."

When speaking to college students at career days and indus-
try forums, Mr. Baglini stresses such aspects of insurance as
loss control, loss exposure analysis and risk management.

By emphasizing what Mr. Baglini called "the more exciting
things" about the insurance industry, recruiters can help over-
come a widespread image of insurance as "long contracts with
long terms and conditions," he said.

"The problem is to get them to come to talk," said Richard J.
Hoag, senior vp and chief of staff for CIGNA Corp. in Philadel-
phia. "Relatively few undergraduates understand the range of
jobs available."

The only job most students connect with insurance is that of
an agent, agreed Sandy Ginnis, director of staffing and recruitment
for Travelers Corp. in Hartford, Conn.

To give students a broader perspective on insurance industry
careers, Travelers recruiting teams include people with three to
five years experience as well as executives, Ms. Ginnis said.

In addition to showing students that an insurance career means
more than selling policies door-to-door, recruiters also must con-
vince students that it is not a low-paying industry.

Salaries offered by the insurance industry, and CIGNA in partic-
ular, are about on par with what other comparable industries pay,

Continued on nezt page
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Insurance careers various fields of expertise as a rather promote from within" than for the individual to mix with so- Preferred, which is licensed in 15
means of reaching the executive go to another company, he said cially, he said states primarily east of the Missis-

Continued from previous page suite For small and regional insurance But, Patrons does not have a hard sippi, also recruits from other
CIGNA's Mr Hoag said In the case of actuarles, the Bask- companies, the challenges of find- time filling vacancies, Mr Siclari nearby regional insurers

"Salaries have gone up dramati- ing Ridge, N J -based Crum & For- ing and retaining qualified person- added "A lot of people like to work "Our best source is to piomote
cally in the past 15 years," added ster Insurance Cos also make a spe- nel differ somewhat from those for a company this size " from within," Ms Harrington said
Zurich-American's Mr Borbas cial effort to promote from within, faced by national companies Word-of-mouth advertising has The insurer encourages employees

Insurers admit, however, that said Bill Rowland, senior vp and ac- For example, Patrons Mutual In- worked so well that the only time to move up the ladder by complet-
one reason they're are able to com- tuary surance Co of Connecticut, a Glas- Patrons has had to turn to a corpo- ing in-house training programs, she
pete with other industries in terms "The demand for actuaries has in- tonbury, Conn -based regional com- rate recruiter was to fill the first said This will be a particularly crit-
of salary is that they are delibera- creased almost every year" in the pany licensed in three New England computer programmer's job it leal effort in the next few years
tely not seeking the absolute aca- past two decades, he said states, does not recruit on college created, he said because Prefeired, which currently
demic cream of the graduating Traditional insurers seeking to campuses for a simple reason, said Charlotte Harrington, vp-human has about 225 employees, projects
class find and keep actuarial talent face William Siclarl, vp-administration resources for Preferred Mutual In- it Will have 400-person staff by 1996

"I believe we're offering compet- competition from captive insurers, "When people get here, they have surance Co in New Berlin, NY, because of an expansion program,
itive salaries at the entry level," said risk retention groups and non-in- to do the job We can't afford the said that her company's biggest she said
Ms Ginnis, adding that Travelers surance companies launching self- luxury of training people," Mr Si- problem is its location But out-of-the-way locations can
currently is undertaking an across- insurance programs, observers note clari said As a result, Patrons ei- "We're stuck sort of out in the be a recruiting help as well as hin-
the-board compensation study Crum & Forster rotates actualles ther promotes from its clerical staff boonies," she said, noting that New drance, said Tom Peterson, vp-

But, she pointed out, Travelers is through various departments to or hires from other companies, both Berlin has one traffic signal claims of IMT Insurance Co in Des

not competing with Wall Street in- keep them challenged and to pre- regionals and nationals, Mr Slelarl Preferred Mutual recruiters hit Moines
vestment firms "If Wall Street pare them for advancement, Mr said every college campus-both lunioi The insurer, which has offices in
offers $50,000 at entry level, that's Rowland said To hire someone straight out of and four-year-in a 60-mile radius, Nebraska and South Dakota as well
not competitive with us," she said In addition, senior actuaries are college would be unfair to the indi- she said In addition, when teehni- as in Iowa, has found that one of its

"We don't believe we are a low- part of the senior management vidual because chances for advance- cal openings occur, the Insurer ad- most effective tecruiting tools lS to
paying industry," agreed Continen- team, and their compensation is at- ment at a company with 40 or so vertises in Syracuse, Binghampton promise a would-be claims profes-
tal's Ms Ort "But we most defini- tractive, Mr Rowland said employees would be infrequent and and Utica newspapers as well as sional that he or she will be as-
tely do not compete with the New "When we have openings, we'd there lS no group of contemporaries local press signed to an office near their home
York financial markets" for stu- "Our advantage is 'You know
dents with 3 8 out of 4 0 grade point where you'll be located,' " said Mr
averages who demand-and receive Peterson In some cases, a student
-starting salaries of $35,000, she
said Competition still keen who knows he or she will be in the

Sioux Falls, SD, office rather than
Competing with Wall Street for assigned to the home office m Des

the top collegiate talent might not Moines will Join IMT even if the in-
be to the insurance Industry's ben- surer is offering a lower starting
efit, said Mr Baglini "We may not
want them " for insurer executives salary than a competitor, said Mr

Peterson

Many of the top students have To give further impetus to this
"very unrealistic expectations" of system, the insurer recruits 1ts new
how quickly they should rise to the By MARK A. HOFMANN hind that of manufacturers and of Fortune 100

claims classes, which usually con-
top, he explained "They expect to companies, Hewitt's Mr Cates said Most of the dif- sist of six people each year, from
be president of a company in two While insurers say that they're having less trou- ference can be attributed to the smaller bonuses schools near its branches, he said
years ble filling entry-level positions than they were a awarded in the insurance industry, he added The system works much better

"The insurance industry is look- a few years ago, competition among insurers to hire In the top levels of manufacturing, bonuses last than IMT's former policy of hiring
ing for the ones who are not afraid for senior-level personnel remains hot year could be as high as 60% to 70% of a top execu- only experienced people, Mr Peter-
of work" and who will realize that But some industry observers say that executive tive's base pay, Mr Cates said For top insurance son said

time spent handling claims and in compensation, long a sore spot for insurers, is no executives, 1988 bonuses tended to average 30% to "We'd advertise for experienced
performing other less-than-glamor- longer the sole hitch In fact, insurers appear to be 45% of their base pay, he said people and end up with other peo-
ous tasks will be valuable in fur- playing a fairly effective catch-up game with other But, even though the insurers' bonuses percent- ples' 'castoffs,' " he said
thering their careers, he said industries in terms of pay and bonuses ages lagged far behind those of other executives, Although insurers say that they're

"I do think we do a much better Competition for qualified insurance professionals the 1988 figures represented a significant improve- having fewer problems competing
job of attracting these bright young is keen partially because general unemployment is ment over those of a year earlier, Mr Cates said In for qualified people than they have
people," Mr Baglini said low and fewer higher-level employees are willing to 1987, insurer executives' bonuses were only 25% to often had in the past, several indus-

Although beginning salaries are gamble on a job change, observed Rich Pescatore, 35% of their base salaries, he said try experts pointed to a looming
not a recruiting stumbling block, superintendent of staffing and placement for Balti- Mike Emig, principal consultant with The Wyatt personnel crunch The problem is
some insurers find themselves com- more-based United States Fidelity & Guaranty Co CO in Washington, DC, also cited bonuses as an one of demographics-because of
pelled to prove to new hires that In addition, an increased emphasis on career de- area in which insurers have made strides He said declining birth rates in the 1970s,
they will provide an attractive ca- velopment within insurance companies increases that insurance companies of all types had begun fewer young people will be looking
reer path the chance that a professional will find,a new chal- putting greater emphasis on bonus plans during the for jobs in the 1990s

Kemper Group's national prop- lenge in his current environment past two years as a means of competing with other "We're creating a lot more jobs
erty/casualty cos has had great sue- Mr Pescatore sees the quest for qualified profes- financial services industries and we won't have the people to
cess with its career development sionals with a proven insurance track record as In order to retain qualified managers below the fill them," said Ellen Thrower, pres-
program, said Tony Catania, vp- being tougher than it was 19 January 1987 (IT, Feb top executive level, bonus programs are "trickling ident of The College of insurance in
hurnan resources 9, 1987) down deeper into insurance organizations," Mr New York

Under the program, employees At that time, Mr Pescatore said that on a scale of Emig said This iS true for both life/health insurers "In the 1990s, we're going to be
who rate as "standard" or above 1 to 10, with 1 being "no need" for qualified peo- and their property/casualty insurance counterparts, scrambling just to get our fair
during their annual performance ple and 10 representing a "dire" need, the insurance he said share" of qualified entry-level per-
appraisal discuss their career po- industry ranked at 7 or 8 "If you look at expel·i- "We think the insurance industry is taking a hard sonnel, agreed Zurich-American's
tential with their supervisors, who enced people, it's probably moved up a notch to 8 or look at Itself," Mr Emig said As investment-sen- Mr Borbas

use a departmental career develop- 9 now," he said sttive insurance products have become more com- Joanne Morrissey, principal with
rnent guide To fill the gaps, some insurance companies are plicated and as insurance products in general have Firemark Consultants Inc, a Mor-

For example, if an employee putting more emphasis on cultivating talent in- emerged in a more complex legal and actuarial en- ristown, N J -based financial con-
wants to develop skills in a differ- house vironment, insurers have found themselves seeking sulting firm specializing in the in-
ent area, the employee and super- "Five years ago, we would have been almost some of the same people courted by Wall Street surance industry, questioned
visor work together to accomplish exclusively tied" to a search firm to fill executive firms, he said whether insurers currently are up
that goal, Mr Catania said positions, said Dan Borbas, vp-human resources at "It's the same thing that was happening 10 years to that challenge

However, "career development lS Zurich-American Insurance Cos ago with the banks," Mr Emig said When dere- "Bright people who come into the
voluntary," Mr Catania stressed, Today the Schaumburg, Ill -based insurer hopes gulation hit the banks, banks had to revise their industry get discouraged," she said
adding that meeting stated career to fill 75% of its executive-level openings from compensation scales to attract the expertise they "What good does it do to hire and
development goals does not guar- within, Mr Borbas said nee.ded train bright young people and then
antee an automatic promotion In addition, because the insurer has become a Now insurers are doing the same thing, he said lose them?"

"You've got to be ready to go, more "visible entity" than lt was in the mid-1980s, Insurers realize that they have to pay for the crea- Although Ms Morrissey said that
and there must be an opportunity Zurich-American has been better able to attract tive people they need or risk losing them to either she thinks insurance compensation
for you to move," he said qualified candidates from outside the company competitors or other industries, he said As a result, remains uncompetitive with Wall

Mr Catania also noted that while Better pay is one reason insurers are at least more "the insurance companies have become increasingly Street firms, corporate culture is as
Kemper has not had problems re- prepared to compete for qualified talent competitive with othei financial mdustries includ- much a problem in attracting and
cruiting qualified people, it has had "Pay for good people, whether lt'S at the entry ing Wall Street," Mr Emig said keeping top-notch people
some problems in the past retaining level or for experience, in the financial services has Hewitt's Mr Cates, however, added a caveat re- "The insurance industry lS Stlll
them The career development pro- been bid up," said David Cates, a consultant with garding insurers' ability to compete with other in- very parochial and paternalistic,"
gram gets them ready for the next Hewitt Associates in Lincolnshire, Ill dustries Insurers have been lagging behind other Ms Morrissey said Insurers rrtust
step, he said "At the top executive level, the insurance indus- industries in terrhs of financial results, he said, make a greater effort to hire and

The challenge now facing Kemper try has done a lot of catching up in the past five or and financial results determine bonuses and other promote women and minorities if
is to make the opportunity avail- six years," Mr Cates said, adding that property/ca- financial incentives that bring top-notch people they are going to compete with
able, he added To help achieve this, sualty insurance insurers pay "a httle more aggres- into a company The challenge before insurers is to other industries for talent, she said
"We have a very aggressive pro- sively" than their life/health counterparts pay enough to attract and keep qualified people Insurers also will have to redou-

mote-from-within policy," Mr Ca- However, pay for top executives throughout the in the face of financial results that are not on par ble efforts to provide ln-house
tania said insurance industry now parallels that of the bank- with other industries, Mr Cates said training and advancement, she

Within specialty areas like loss ing industry, he said "There are few managers/entrepreneurs in the in- added

control, insurers have taken extra According to a Hewitt Associates survey, salaries dustry-and that's what's needed," Mr Cates "In the long run, if you get good
steps to convince professionals that increased an average of 64% in 1988 among insur- added Such people tend to gravitate to the "better people in there, and you pay them
they are not stuck m a dead-end ca- ance executives receiving base salary increases By organizations" and then stay there, he said and you train them, you get more
reer (IT, April 17) comparison, among executives for all non-man- "If you need the 1deal executive, lt'S gomg to be value for your dollar" than by sav-

For example, many companies ufacturing companies, the average salary increase hard to find him or her And if you have one of these ing money in the short run by hold-
have programs that pinpoint loss was only 5 8% people-or one with that kind of potential-the ing the line on salary increases and
control experts for professional de- But executive pay for insurers generally lags be- challenge is holding on to him or her," he said cutting back on training programs,
velopment, leading them through Ms MoI rissey said
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Educators seek more input from insurers
By MARK A. HOFMANN "There's got to be a demand for in- Ms Thrower also advised insur- background rather than graduates professor of risk management and

surance an d risk m an agemen t ers to recruit students at colleges and who would arnve at their desks with insurance at Georgia State Univer-
The insurance mdustry needs to majors And that's got to come universities that offer insirance a half-dozen or so courses of msur- sity in Atlanta

more actively encourage the best and through personnel, which it doesn't " courses ance and risk management under "They think if they major in in-the bnghtest students to pursue in- Ellen Thrower, president of the "These bright yoing men and their belts sui ance, they're going to be a door-
surance careers, many professors of New York-based College of Insur- women have made a precommitment We're looking for people who are to-door life insurance salesman," Mrrisk management and Insurance say ance, agreed that the message has to insurance" by choosing insurance going to fit," said Richard Hoag, se- Feldhaus added

To do this, msurers should be more , to filter down to msurance company or risk management courses, she said nior vp and chief of staff for Phil- Even though insurance is a finan-
involved in existing Insurance educa- personnel who visit campuses, ad- Students who take Su.h courses do adelphia-based CIGNA Corp cial discipline, "students don't per-
tion programs by recruiting insur- ding that insurers should be care- not look at insurance a: a "fourth While CIGNA does hire Insurance ceive it as finance," concurred Norma
ance majors, financing more aca- ful when choosing their campus re- choice," but as a top choice, she said malors, it also hires liberal arts Nielson, an associate professor of m-
demic research, offering more cruiters Insurers often don't make enough majors and students who have ma- surance at Oregon State University inscholarships and pushing for the in- For example, insurers often send effort to single out insurance majors, jored in other disciplines, particu- Corvallis, Ore
clusion of Insurance and risk man- very ]unior employees to campuses, many collegiate insurance and risk larly when seeking to fill highly spe- Insurance educators concur that a
agement studies m the course work she said But because many junior re- management studies departments cialized jobs, Mr Hoag said critical reason for the poorly definedrequired of business majors, insur- el·uiters don't know that much about complain For example, if asked to choose image is that insurance and riskance educators and corporate re- the corporate culture, they may not S Travis Pntchett, professor of in- between a general 'insurance major management courses are not required
cruiters suggest be able to field questions adequately, surance at the University of South and a mathematics major to fill an in the "core curriculum" recom-

"If you want quality educatiod; leaving students with a negative Carolina at Columbia, said that the actuarial slot, CIGNA would prob- mended for accreditation by the St
fmd those programs that offer what image of the company most important initiative insurers ably choose the math ma]or because Louis-based American Assembly ofyou need and support them," advises Two other major mistakes some in- could :ake would be simp.y "sh,wing the Job requires mathematical skills Colleglate Schools of Business The
John H Thornton, Regents' professor surers make m recruiting are delay- a preference for insurance maJors" rather than general insurance knowl- AACSB recommends that schools
of insurance at the University of ing announcing their job openings dunng their recruiting drives edge, he said offer courses in five broad areas
North Texas in Denton until shortly before graduation and While there admittedly E.ren't Basking Ridge, N J -based Crum & • Production, marketing and fi-

"What I see happening is presi- failing to target colleges that offer in- enough insurance malcrs in the na- Forster Inc seeks out actuanal sci- nance
dents of insurance companies say- surance programs, Ms Thrower said tion to meet the needs )f insurers ence majors from the handful of col- • The economic and legal environ-ing, 'We support insurance educa- Close to graduation, students who seeking to fill positions m their home leges that offer such courses, such as ment of for-profit and non-profit or-
tion' " through the endowment of might otherwise consider working for and branch offices, Insurers in gen- the Newark, N J -based New Jersey ganizations, with ethical considera-
chairs of insurance, said Jerry D an insurer wlll choose another hne of eral are not taking advantage of the Institute of Technology However, tions
Todd, risk management professor at work because they haven't been told supply that does exist, said Mr Prit- many of Crum & Forster's hires come • The concepts of accounting and
St Mary's University m San Anto- what lS available until it's too late, chett, whose program produces about from the ranks of math and science management information systems
nio But, "one of the real problems lS Ms Thrower said 50 insurance majors a year majors who attend colleges near the • Work theory, behavior and pei-that doesn't communicate down To effectively compete with other However, insurers explain that company's headquarters, said Bill sonal communications
through all levels" of Insurance com- industries, _nsurers must let students they're more interested in hiring Rowland, senior vp and actuary • Administrative processes
panies recruiting students, he know what jobs aze open--early, she qualified people who car_ learn the "Because of the diverse kinds of The American Risk & Insurance
stressed stressed busmess regardless of their academic Jobs, we do target many different Assn -an Orlando, Fla -based orga-

schools for different reasons," said nization of college insurance and rlsk
Sandy Ginnis, director of staffing management professors-has repea-
and recruitment for the Hartford, tedly called for tnclusion of msurance
Conn -based Travelers Corp or risk management courses How-

While Travelers targets schools ever, so far lt has been unsuccessful
with actuarial and insurance pro- (BI, Aug 29,1988)

Reaching a top level audience of

grams when hiring actuaries, and Both Mr Thornton, the current
colleges with strong computer sci- president of ARIA, and Mr Todd,
ence programs when seeking to staff who will succeed Mr Thornton as
management information depart- president this week, have called on
ments, "the vast majority of jobs" are insurers to push for the inclusion of37,634*, Insurer Topics provided

specialized information for insurance malors, Ms Ginnis said core

and reinsgrance company executives Some insurers also are offering fi- And although the New York-based
nancial incentives to attract qualified Risk & Insurance Management So-Publishing the third Monday of every

filled by business and liberal arts insurance courses in the AACSB

students to Insurance careers Often clety Inc pledged ltS support to themonth as an integral port of these scholarships are aimed at mi- effort at the 1988 ARIA meeting mBusiness Insurance -Insurer Topics nority students Reno, Nev, no significant movementgives readers and advertisers a quality For example, Kate Ort, vp-em- has occurred
environment they can rely on Our ployee relations and organizational One obstacle is the AACSB's re-
increased publishing cycle affords development at Continental Insur- quirement that at least 40% of a bum-

advertisers additional frequency
pany offers three internships with non-business courses By adding andiscounts, more flexibility with our
ance Co in New York, said her com- ness majors' course work consist of

two-year full tuition and room-and- insurance course requirement, onecombination rate structure, and the
board scholarships to students at business elective would have to beavailability of new ad sizes

To reach insurance and reinsurance black unwersity m Washington, D C would have to be changed
company executives there is no better The scholarships, named after the However, when students are ex-

late Continental Chairman J Victor posed to insurance courses, theymedia buy in the industry than 81's
Herd, began m 1987, Ms Ort said often decide to malor in the disci-Insurer Topics Demographic Section -

Howard University, a predominantly eliminated or the AACSB's standards

The scholarships are granted each plineensuring the greatest Impact for your year to one actuarial student and two For example, when business stu-advertising dollars Call today to general insurance students dents at South Carolina are given the
reserve space in upcoming issues Local professional groups and the option of taking one of three required
*Includes pass along branch offices of national insurers courses-an introductory insurance

offer scholarships for insurance stu- course, an advanced mathematics
SEPTEMBER 18,1989 dents at the University of North course or an operations research

Preventing Fraud Texas, Mr Thornton said course»-roughly 90% choose the ln-
Ad close September 5

of Dallas offers two $1,000 scholar- And, afterward, many of those stu-
OCTOBER 16,1989 ships to students of either gender dents stay on to complete the bache-
Automation Claims each year, he said lor of business admmistration degree

In addition, Washington,DC- program in insurance, he added1 Ad close October 4

For example, the Insurance Women surance course, Mr Pritchett said

based GEICO Insurance Co 's re- At the University of Georgia at
NOVEMBER 20,1989

Reinsurance Issues and scholarship, while the Fort Worth, uates about 200 students a year,
Relations with Intermediaries 0 gional office offers an annual $750 Athens, the insurance program grad-

Texas, chapter of the Society of making it the largest such program in
Chartered Property & Casualty Un- the country, noted Sandra G Gus-Ad close November 7
derwriters and other local donors tavson, professor of Insurance "We
also provide financial aid to students, were about half this size three years
Mr Thornton added ago," she saidr

About 15 scholarships offered by One reason that insurers began re-
local msurers and Insurance profes- cruitmg more vigorously m the mid-
sional groups are available to insur- 1980s was because of the hard mar-
ance students at the University of ket, when underwriters were sud-

But pubhcizmg the availabllity of In response, the Insurance program
South Carolma, Mr Pritchett said denly at a premium, she said

financial support for insurance stu- began actively attracting students
dents is not enough, the mdustry also through the use of speakers and dis-Business must provide information explaining cussions of insurance as a career As

Insurance
New York 212/210-0228 Chicago 312/649-5276 Los Angeles 213/651-3710

what an Insurance career is all about, more students signed up for insur-
professors say ance courses, the program reached a

"I don't think (the industry has) kind of "critical mass," she said Stu-
ever had the image of being a real dents told their friends, and their
interesting type of business," ob- friends signed up for courses
served William Feldhaus, associate Continued on next page



Insurer Topics

DUS'UleSS' 1716UTUNCES, AugUSL 61, 1363/ iUD

Bring insurance into high school: Expert
INDIANAPOLIS-Insurance edu-

cation should be offered in high
school to increase public understand-
ing of how insurance works and the
role it plays in the economy, an insur-
ance association executive says.

Insurance education should not be

reserved for the collegiate level, says
Robert Kraft, executive director of

the Indianapolis-based Insurance
Education Foundation.

To introduce high school students
to the topic, the IEF has launched a
continuing education program for
high school teachers designed "to
reach future consumers before their

attitudes are set in concrete," he said.
And, IEF backers hope this ap-

proach will make students more

aware of the career opportunities
that insurance provides, he said.

The IEF was founded last year by
the Indianapolis-based National
Assn. of Mutual Insurance Com-

panies after NA-MIC's public rela-
tions and education task force con-

cluded that a program aimed at high
school students would be more effec-

tive at improving the property/ca-

sualty insurance industry's image
than more widespread efforts.

The task force recommended a

two-pronged approach-"Educating
Main Street America About How In-

surance Works," which includes:
• A two-week college course on

insurance for high school teachers.
• Creation of teaching materials

about insurance for use with existing
high school cumcula.

The IEF's continuing education
program has been well-received, ac-
cording to Mr. Kraft.

The IEF's first teachers' workshop
at Drake University in Des Moines
during the summer of 1988 drew 38
teachers, he said.

As an incentive, teachers received
three graduate credits for completion
of the Drake course. The IEF also

provided scholarships to cover the
cost of tuition, materials, and room
and board for the participants.

Teachers' only costs were trans-
portation and meals during the in-

tervening weekend, said Mr. Kraft.

Insurance careers

Continued from previous page
One reason for Georgia's success is

its Insurance Career Day held each
February, she said. The job fair is
held at off-campus and is open only
to insurance majors. This February,

about 40 companies participated.
While many insurance academics

say that more work needs to be done
to improve college insurance courses,

the state of collegiate insurance edu-
cation is better than it was a few

years ago, some observers say.
The University of North Texas' Mr.

Thornton recalled that 10 years ago a
recruiter for a Texas-based life insur-

ance company refused to interview
insurance majors for jobs, saying his

company would have to retrain them.
But, that scenario would be rare now,
he said.

Richard C. Bourne Jr., an insur-

ance agent with Financial Insurance
Services Corp. in Fairfax, Va., agreed
that attitudes toward insurance edu-

cation have changed dramatically
during the past decade.

For example, insurance majors
were relatively rare 10 gears ago
when Mr. Bourne entered a man-

agement training program with
CIGNA Corp.

"Out of my group of 20 or so,
only one happened to be an insur-
ance major," said Mr. Bourne, who
later worked as an underwriter and a

marketing representative for CIGNA
and as industry affairs director for
the National Assn. of Professional In-

surance Agents in Alexandria, Va.
"My distinct impression is things

have gotten better," he said. "But,
they've still got a way to go. " -

This year, the program has been

expanded to The College of Insur-
ance in New York, where 25 teach-
ers attended, Mr. Kraft said. In ad-
dition, another 36 teachers attended
this summer's session at Drake.

"We'd like to blanket the coun-

try," he said, adding that the IEF
hopes eventually to offer the program
at eight campuses each year.

The second prong of the program,
called "Choice-Chance-Control," is a
package of printed and videotaped

materials designed to be integrated
into existing classes, such as econom-
ics, home economics, drivers educa-
tion, social studies, mathematics and
history, said Mr. Kraft.

Assembled by Media Options Inc.,

a Chicago-based producer of educa-

tional materials, the package in-

cludes a 20-minute videotape that
presents risks through the ages in a
light-hearted way. The video also ex-
plains how insurance has evolved to
deal with those risks.

Other materials include a teacher's

guide. lesson plans, a poster and sug-
gested projects.

As part of the project, students
are asked to predict how many bas-
kets will be made if each class mem-

ber shoots three times. After the class

shoots a round of baskets, the stu-
dents estimate how many baskets

will be shot during the next round,
Mr. Kraft said. Generally, after
shooting about three rounds, students

have a reasonable grasp of how prob-
ability works, he said.

Reaction so far to the Choice-

Chance-Control project has been pos-
itive, Mr. Kraft said. The IEF cur-

rently is distributing 5,000 Choice-
Chance-Control kits to schools across
the nation.

To further promote its programs,
the IEF hopes to raise $1 million
annually from NAMIC members,
other insurers and other industry
groups, Mr. Kraft said.

An annual budget of $1 million
would allow 360 teachers to partic-
ipate in the two-week workshops and
9,000 teaching kits to be distributed,
which, in turn, would expose more
,than 2 million students to the materi-
als, Mr. Kraft said.

The Malvern, Pa.-based Society of
Chartered Property & Casualty Un-

derwriters recently gave its formal
support by purchasing and sending
one Choice-Chance-Control kit to

each of its 145 chapters.

Within a month of the mailing,
more than 40 chapters had agreed
to purchase the kit at $35 and sev-

eral had purchased multiple kits for
distribution, according to Cynthia
Zeigler, the society's director of con-

tinuing education.
In addition to improving public

understanding of how insurance
works, Mr. Kraft hopes the educa-
tion effort will encourage students
to consider insurance as a career.

As the program spreads, "this will
show that insurance can be a first

choice for a career," he said.

-By Mark A. Hofmann
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Insurers use recruiters in special cases
By MARK A. HOFMANN

Insurance companies generally rely on
their own resources to find new professional
and executive employees, but do call on cor-
porate reeruiters when looking for specia-
lized talent.

"We use (corporate recruiters) when it
makes sense to do so," said Richard J. Hoag,
senior vp and chief of staff for Philadelphia-
based CIGNA Corp.'s property/casualty in-
surance companies. For example, CIGNA
relies on recruiters mostly to fill specialty
positions.

Long Grove, Ill.-based Kemper Group's
national property/casualty insurance com-
panies follows much the same approach by
using "headhunters" only for "very, very
hard to find talent," explained Tony Catania,
vp-human resources.

United States Fidelity & Guaranty Co.
considers recruiters "the course of last re-

sort," said Rich Pescatore, superintendent of
staffing and placement for the Baltimore-
based insurer. "We try to do as much re-
cruiting as possible in-house."

One reason insurers prefer to do their own
personnel searches is to save the expense of
hiring a corporate recruiter.

While using an outside firm "takes the
onus of initial research off of you" when hir-
ing at the executive level, "it is an expensive
undertaking," said Sandy Ginnis, director of
staffing and recruitment for Travelers Insur-
ance Co. in Hartford, Conn.

Indeed, corporate recruiters' services do

not come cheaply.
For example, Dunhill Personnel of Boca

Raton, Fla., a franchise of the nationwide
Dunhill Personnel System Inc. corporate re-
cruiting firm, charges up to 30% of a pros-
pect's annual salary.

And, Indianapolis-based Technical Re-
source Group Inc., a 22-person corporate re-
cruiting firm with four employees who spe-
cialize in the insurance industry, charges up
to 35% of annual salaries for providing suc-
cessful candidates.

However, corporate recruiters assert that
their services, while expensive, can be more
cost-effective for insurers in the long run.

"Those companies that say they don't need
recruiting firms probably end up paying
more for recruiting internally than they
would have if they'd used an outside firm,"
asserts Roger Brummett, president of Tech-
nical Resource Group. "In 75% of the cases
where we compete with internal efforts, we
win."

One of the biggest mistakes insurers make
is relying solely on advertising positions as
they open and thinking that they'll be reach-
ing their targets, Mr. Brummett said.

"Let's say a company is looking for an ac-
tuary," he said, adding that the insurer will
place classified advertisements in various
publications, including trade journals and
daily newspapers.

But this can trigger a lot of questions, ac-
cording to Mr. Brummett, including:

• How many actuaries subscribe to a given
publication?
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• Of t}use subscribing actuaries, how
many will read the classified ads?

• How many who read the classifieds will
see that ad?

• How many who actually read the ad are
interestedi

• How many who are interested are quali-
fied?

"We like tc concentrate on the per-
formers," rather than on people looking for a
job, said Bill LaMorte, president of Dunhill
Personnel of Boca Raton, which specializes
in recruiting for the insurance industry.

"We can qualify the technical abilities of
people," he said.

Mr. LaM orte described the recruiting pro-
cess in terms cf challenges. The first chal-
lenge for the recruiter is to make sure that
the client has provided enough information
about the job, he said. Then the executive
search professional must be able to present
that information to potential recruits. "A
giod concise presentation is very impor-
tant."

The recruiter must then determine whether

the applicant is qualified, he said. If possi-
b.e. this is done in a face-to-face interview.

In addition :o determining professional
qialifications, :he recruiter finds out about
the applicant's interests, and attempts to de-
termine whether the applicant would mesh
with the client's corporate culture, Mr. La-
Morte said.

The int€rview is the next challenge, he
said. "We -ry to set it up so there are as few
surprises as possible. That way, both sides
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are more comfortable," he said. Finally, after
the interview, the corporate search executive
should debrief both sides, he added. "Some
things are misinterpreted in an interview."

In their role as independent third parties,
corporate recruiters can facilitate the hiring
process, pointed out Mr. Brummett of Tech-
nical Resources Group.

"Companies somehow believe that they're
making a decision by not making a decision,"
and leaving would-be recruits in limbo, he
said. But "companies must learn to strike
while the iron's hot."

Mr. Brummett also said that candidates

can be turned off by ill-considered questions.
Insurer personnel shouldn't be asking appli-
cants, "Why do you want to work for us?"
but rather attempting to sell the prospect on
working for them, he said.

Persuading attractive candidates to work
in an industry where personnel demands ebb
and flow with the market tide is especially
difficult, corporate recruiters note.

"We're a tough industry to work with from
the (employment) agent's point of view,"
admits Kate Ort, vp-employee relations and
organizational development for New York-
based Continental Insurance Co.

An insurer may seek to have a job filled
through a recruiter, and then pull the offer
back because market conditions have

changed, she said.
For example, although there currently is a

demand for senior underwriters, property
underwriting experts are in little demand,
Mr. LaMorte said. I

Actuarial program
for minority students
searching for funds

By MARK A. HOFMANN

SAN FRANCISCO-A program
designed to encourage minorities
to study actuarial science may
have to turn down a growing num-
ber of applicants if it cannot raise
additional funds.

The program, which provides
college scholarships and educa-
tional workshops for high school
students, is coordinated by the
joint subcommittee on minority re-
cruiting of the Schaumburg, Ill.-
based Society of Actuaries and the
New York-based Casualty Actuar-
ial Society.

During the 1988-89 academic
year, the subcommittee raised
about $60,000 that was used for
scholarships and for educational
workshops, said subcommittee
Chairwoman Linda M. Kahn.

And, for that academic year, the
foundation supplied aid to about
25 of the nearly 100 students who
applied.

However, the subcommittee will

have to turn down still more qual-
ified applicants unless it raises
more money from insurers and in-
dividuals, Ms. Kahn said.

Rapidly increasing college costs
have cut into the effectiveness of

the subcommittee's efforts, she
added.

The subcommittee needs to raise

at least $100,000 for the 1989-1990
academic year to maintain both
funding of the high school work-
shops and to meet the demands of
financial aid, she said.

The group has placed appeals for
financial support in the profes-
sional journals of both actuarial
societies, Ms. Kahn said. In addi-
tion, the subcommittee has sent
personal letters to prominent ac-
tuaries and insurance executives

seeking support from either the in-
dividuals or their companies.

The 97 applications for scholar-
ships received during the 1988-89

academic year represented a 14.1%
increase from 85 applicants the
previous year, according to Ms.
Kahn, an actuary who is director of
program management at the Pa-
cific Maritime Assn. in San Fran-

cisco, a non-profit organization of
West Coast maritime employers.

And the quality of the applicants
has increased as well, making the
prospect of having to deny aid to
qualified applicants that much
more distressing, she said.

The ranking of an actuary's job
as the most desirable profession in
the country by "The Jobs Rated Al-
manac" in May 1988 has helped at-
tempts to draw students to the ca-
reer, she said (BI, May 30, 1988).

Since the joint subcommittee
was formed 12 years ago, the actu-
arial societies have tried to stir in-

terest in the profession by placing
notices in minority-oriented publi-
cations and by financially support-
ing two annual summer workshops
aimed at minority students.

Ms. Kahn said that the two pro-
grams-held at Howard University
in Washington, D.C., and Florida
A&M University in Tallahassee,
Fla.-are particularly effective for
attracting minorities to the actuar-
ial profession. Both schools have
predominantly black enrollments,
she noted.

The workshops give minority
high school students with a proven
mathematical aptitude-as demon-
strated by scores of more than 60
on the Preliminary Scholastic Ap-
titude Test-an immersion in basic

actuarial mathematics.

The minority subcommittee's
work continues on the college level
by providing grants.

Ms. Kahn said that the amount of

financial support given a particu-
lar student varies according to
need, but "none of the scholarships
are full scholarships." Freshman
through seniors are eligible for
consideration, she said. I
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Tradition vs. 6teamwork'
Life insurers experiment with new workplace concept of self-managed teams
By MONIQUE PARSONS The transition to the team struc- "Our purpose in doing it was proach on a small scale, but later helped implement the teams at

ture at Shenandoah was instigated really getting closer to the cus- returned to a traditional, depart- Shenandoah and now oversees
Some life insurers are discarding from the top tomer," said Mr Laubenstein mentalized system three self-managed work teams in

their traditional ''functionalized" At the end of the 1970s, when With the help of consultant Bob Travelers worked with consul- an individual health insurance unit

workplace structure, under which profits were stable but c6sts were Janson, president o f Roy W tant David Felten, president of at Blue Cross & Blue Shield of Vir-
each employee is responsible for a rising, Shenandoah President Wil- Walters & Associates in Mahwah, TSO Inc in Burlington, NC,to ginia
specific task and is supervised by ham Battle launched a "productiv- N J, Mr Laubenstein eliminated resti ucture two group claim offices "Now, the bits and pieces you

several tiers of management ity program"-a year-long study 40 supervisory positions by cut- into self-managed teams in 1986 are dealing with are not as large as
In its place, these insurers are di- by managers of ways to increase ting out three levels of manage- However, both offices-in Brea, you think," he said

viding their workforces into small productivity and trim costs With ment He also set up 16 full-service Calif, and Albany, N Y -have re- Each team at BC/BS of Virginia
teams, which are self-managed and the help of John B Myers, then-vp teams, which handle all phases of verted back to the traditional has 14 members whose responsibi-
are collectively responsible for a of human resources, four "total the insurer's business, from under- structure lities range from underwriting new

number of functions processing teams" were estab- writing to claims handling One reason the new system was polices to billing to claims pro-
For example, a team of employ- lished in the individual insurance Fifteen of the teams are respon- dropped was that "management in cessing, said Mr Myers, now gen-

ees may be responsible for most services department sible for a specific group of agen- the home office didn't understand eral manager of human resources
activities relating to a book of Under the old structure, three cies The 16th team communicates the idea" and were "more comfort- at the government and individual
business, including processing ap- separate departments once were information from the AAL main- able with the traditional ideas," business center at BC/BS of Vir-
plications, underwriting, issuing responsible for policy issuance, frame computer to agents in the said John Rhine, organization de- ginia
policies and handling claims and premium accounting and policy- field velopment consultant in Travelers Improved customer service is the

other customer service functions holder service With the new sys- Each :eam has 20 to 35 employ- National Accounts Group in Hart- primary benefit of the team sys-
All of these functions would nor- tem, each team member can per- ees, depending on the size of the ford He emphasized, though, that tem, Mr Myers said Customers
mally be handled by different de- form all three functions The 27 agencies served These teams are Travelers lS still studying the self- may request a specific service rep-
partments people across all four teams will then divided into three or more managed team structure, having resentative for more personalized

Some workplace experts applaud eventually each be capable of -functional self-managed teams' learned that "it isn't designed to be service, and each team member lS
the team concept, noting that the doing 17 different jobs, Mr of six to 10 people Each person is a quick fix - capable of handling processes once

highly mechanized system used by Wagner said, noting that a "pay for capable of handling "any service Aetna set up a team system in handled by several people in sev-
most businesses fragments a com- learning" system rewards those that comes into the team," Mr one of its claim offices but lt, too, eral departments Team members
pany into isolated departments of who learn additional skills Laubenstein said later reverted back to the tradi- also make house calls to customers

overly specialized bureaucrats, A five-person management team, The system allows employees to tional structure, according to a who are confined to their homes
which leads to slow, impersonal led by an assistant vp, gives sup- "grow in breadth as well as in spokeswoman, who could not pro- You can't differentiate yourself

and expensive service port to the four full-service teams, depth," he said vide any other details in product and price" in the insur-

At least two life insurers that with managers serving as "ad- Traditional insurer workforces Consultants point out that the ance industry, MI Myers said
have made the change-Shenan- visers" rather than bosses, he said are set up on "a production line self-managed team structure is "You differentiate in terms of how
doah Life Insurance Co in Roan- The concept requires the teams to basis," and one "job" may pass most successful when the change is you deliver the product "
oke, Va , and Aid Assn for Luther- manage themselves, plan work through four or more people or di- instituted companywide, rat}lei Central Life Assurance Co in

ans in Appleton, Wis -say the new flow, schedules and vacation time, visions, he said "No one has re- than on a limited basis Des Moines, Iowa, also set up a

workplace structure has led to in- and address disciplinary matters sponsibility for the whole service "You can't do it separate from "pilot team" of eight people whose
creased productivity, improved within the team, leaving the man- The new concept is that the team the company and expect it to inter- duties include all types of respon-
morale and increased customer

sibilities, from premium billing to

satisfaction And, other insurers
1 handling complaints to adjusting

are now following in their steps The team structure 'is definitely the trend in American business,' says Mike claims, according to Edward D

However, a few insurers that Rosow, executive vp of Work in America Institute. However, the change to this
Allen, director of customer service

have tried the concept later dis-
With the help of Mr Janson, who

carded lt and returned to a tradi- type of workplace has been 'slow-going' among insurers, because of the also served as consultant to AAL,

tional workplace structure And
Mr Allen plans to organize into

insurers that have made the transi- 'traditional' nature of the insurance industry and a lack of foreign competition, teams all 65 people in the insurer's

tion point out that the change ini- which has given insurers little incentive to change. administrative unit, which handles

tially is difficult for employees billing, claims, policy loans, cus-

The team structure"is definitely tomer complaints and other func-

the trend in American business, in
tions, he said

general," said Mike Rosow, execu- agers free to fulfill new roles such has responsibility for the whole face with the company" effec- "What we're looking for ideally

tive vp of Work in America Insti- as developing new products, up- service " tively, said Mr Felten, Travelers' lS a one-stop shopping sort of

tute, a Scarsdale, N Y -based non- grading the computer system and An additional team of 10 policy consultant thing," he said The project has

profit research group that studies improving customer service specialists, who report to four re- However, Shenandoah, AAL and much executive support, he said,

an d initia tes "leading-edge Of course, the transition to the gional managers, ensure that all consultants say that insurers of all predicting that eventually the un-
changes in the workplace " new system was not without its four work teams are handling poll- sizes should be able to benefit from derwriting section will be incor-

However, the change to this type snags cies consistently a full-scale restructuring, though porated into teams as well

of workplace has been "slow- During the transition phase Productivity has increased by the transition period will be Chuck Rohm, senior vp of in(it-

going" among Insurers, Mr Rosow many employees were intimidated 25% under the new system, Mr lengthier and perhaps more stress- vidual insurance at Principal Mu-
says He attributes this to the "tra- by the prospect of expanding their Laubenstein said, explaining that ful for large insurers tual Life Insurance Co in Des

ditional" nature of the insurance duties and separating from friends AAL measures the productivity of "There is no reason why (Shen- Momes, also 15 working with Mr

industry and a lack of foreign com- in their old offices, Mr Wagner ltS teams by comparing its current andoah's and AAL's successes) Janson to transform the insurer's
petition, which has given insurers noted In addition, some managers volume of business and processing cannot be extrapolated to a huge, individual insurance division into
little incentive to change were worried about losing their time with the company's 1978-1980 sprawling company," said Mr a team environment The company

However, in light of the sue- jobs productivity rate Rosow of Work in America Insti- plans to establish 12 teams, com-
cesses at Shenandoah and AAL In response, the company held Quarterly customer service polls tute posed of 15 to 20 people each, to

and as part of the insurance indust "many, many, many meetings" to show that customer satisfaction Although AAL's Mr Lauben- handle underwriting, customer

try's attempt to strengthen ltS explain the process and diminish has improved as well stein said he sees nothing "unique service and claims services

credibility, more insurers w111 be the "fear factor," assuring manag- Like the change at Shenandoah, about AAL" that made the team Principal Mutual anticipates

tempted to switch to the team ers that although their jobs would the change to the new system at structure so effective, Mr Rosow that the team approach will allow
structure, Mr Rosow predicts change, they would neither lose AAL "was quite stressful" on and Mr Janson, AAL's consultant, it to reduce its 700-employee

The team system "is working them nor earn less money, Mr many employees, he said Through both emphasized that the culture workforce by as much as 20%, Mr
very well" at Shenandoah, said Ri- Wagner said an "employee placement pro- of the company is an important Rohm said
chard C Wagner, vp of individual ' Shenandoah's success attracted gram,- displaced employees could factor The company created a "Talent

insurance services Since the teams to Roanoke as many as 30 com- receive Job counseling, temporary AAL 15 a "very large employer Bank," similar to AAL's employee
were set up in 1985, Shenandoah panies from various industries to assignments and training for jobs with a high degree of visibility in a placement program, where dis-
has seen a 48% increase in produc- take a first-hand look at the new in new areas of the company, with small town," said Mr Rosow Em- placed managers are counseled and
tivity, based on the volume of bum- structure, he said Among the early the same salary they earned prior ployees have contacts outside of reassigned to new jobs within the
ness and the amount of time it take visitors was AAL, which launched to the restructuring work, and it is perceived as "a nice company, he said

to process that business its own companywide, self- In addition, a "very lucrative re- business in a nice town " In laiger "There's a lot of anxiety cur-
Claims once processed in four or directed teams in August 1987 tirement" package was offered to cities where insurance companies rently," he added "This is haid to

five days can now be handled in Founded in 1902, AAL iS a fra- employees nearing retirement, and are somewhat "stigmatized in the do "
just one day, Mr Wagner said ternal association composed of those who chose to leave AAL re- popular press" and in large com- Mr Rohm and other Principal

In addition, the insurer's high more than 15 million Lutherans ceived an "outplacement bonus" pames with many branches, each Mutual executives hold weekly
employee turnover rate in the early and their families With more than based on their length of service with their own "culture,' the con- meetings to answer questions and
1980s has diminished to less than $43 2 billion in life insurance in All told, because of the restrue- cept of cooperation and teamwork create enthusiasm for the new or-
1% under the new system, he said force, it ranks as the largest frater- turing, AAL was able to reduce ltS may be less feasible, he said ganizational structure

"Morale is very high today" nal association life insurer in the staff by 12 5% to 424 fom 484 full- Shenandoah's Mr Wagner noted Despite the difficult transition to

among employees, said Mr country AAL also writes medical, time employees that Shenandoah "has a good rep- a new work structure, consultants

Wagner "They say the new way lS disability and long-term care in- Following the example of AAL utation in the area That has say the movement will become
better, although it's not easy " surance and Shenandoah, other life insur- helped us" attract loyal employees more widespread as larger com-

Founded in 1914, Shenandoah AAL President Richard L Gun- ers have attempted to adopt the However, other insurers believe panies successfully restructure

has 257 employees in its home of- derson, elected in 1985, set out to self-managed team approach, but that large companies can success- Into self-managed teams
fice and writes individual life and improve efficiency through a "cor- some companies' attempts have fully restructure into a team sys- "It i S definitely the wave of the
disability income insurance and porate transformation " He in- been largely unsuccessful tem one office at a time future," said Travelers' consultant

group life insurance The company structed Jerry Laubenstein, who For example, Travelers Life In- Because the numerous offices Mr Felten ''Wherever products
has more than $9 billion of life in- was appointed vp of individual in- surance Co and Aetna Life Insur- and divisions are hke "mini-corn- are sold, services rendered and you
surance in force in 20 states and surance services in 1986, to reduce ance & Annuity Co, both based in panies," they can restructure rela- have a gathering of five or more
the District of Columbia staff and regionalize the company Hartford, Conn, tried the new ap- tively quickly, said Mr Myers, who people, it works " .



Mentor
Continued from page 14
lion-was spent on legal fees and
expenses.

The legal fees and expenses paid
in the latest fiscal year stem from

the appeal of the dismissal of the
liquidators' racketeering com-
plaint filed in U.S. District Court
in New Orleans against Mentor's
parent, Ocean Drilling & Explora-
tion Co., and other defendants;
discovery taken in the United
States in the summer and autumn

of 1988 relating to that litigation;
separate litigation filed by the liq-
uidators against Financial Guard-
ian Group Inc.; and day-to-day
legal advice, according to the re-
port.

A three-judge panel of the 5th
U.S. Circuit Court of Appeals in
June upheld the lower court's rul-
ing dismissing the liquidators' suit
against ODECO on the grounds
that the U.S. court is an inconve-

nient forum for the litigation. The

entire 5th Circuit last month re-

fused to rehear the panel's decision
(BI, July 31; July 3).

The liquidators can, however,
bring a suit in Bermuda against the
same defendants.

In May, a federal court jury in
Kansas City, Mo., ruled in favor of
Financial Guardian, an FG subsid-
iary and the subsidiary's former
president after the Mentor liquida-
tors filed a $40 million lawsuit al-

leging fraud and breach of contract
(BI, May 1).

However, according to the liqui-
dators' latest report, a $750,000
settlement was agreed upon after
the liquidators appealed the ver-
diet to the Bth U.S. Circuit Court of

Appeals.

The liquidators' report points
out: "The further total expenditure
of $8.8 million demonstrates the

size and complexity of the liquida-
tion as one of the largest reinsur-
ance liquidations in the world. All
costs continue to be controlled and

there is inevitably a large element
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of 'front. end' cost, including in
particular the litigation against
ODECO et al, against which the
benefits to creditors should accrue

in the future."

In addition to the legal expenses,
the report shows that about $2.2
million was spent in 1988-89 on

The liquidators say it
is still too early to
draw conclusions

about Mentor's total

liabilities.

operating costs, which include sa-
laries paid to the 30 accounting
and administrative staff members

now working on the Mentor liqui-
dation and administrative and of-

fice costs, and $2.1 million was the
joint liquidators' remuneration.

The report describes sums paid
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to the liquidators as payments for
their services and for the services

of their partners and staff working
on the liquidation.

The report also shows that since
the liquidators began their work
on June 6, 1985, they have spent
$30.3 million, including $9.6 mil-
lion on legal fees and expenses and
$7.6 million for the liquidators' re-
muneration.

Mentor's assets stood at $173

million as of June 30, an increase
of $24.4 million during fiscal 1988-
89.

The liquidators have not made a
new estimate of Mentor's liabilities

since an actuarial study in 1986
estimated liabilities at $650 mil-

lion, the report says, adding that
the estimate makes no provision
for "industrial disease" claims,
which include claims related to as-

bestosis, Agent Orange-the defo-
liant used during the Vietnam War
-diethylstilbestrol or pollution.

Although creditors have filed

claims against Mentor's estate to-

taling $839 million (BI, June 12),
the liquidators say it is still too
early to draw conclusions about
Mentor's total liabilities "pending
an updated actuarial study and the
results of the adjudication pro-
cess."

Reinsurance balances recovered

during 1988-89 totaled $19.2 mil-
lion. That, combined with invest-

ment income of $14 million, pro-
duced total receipts of $33.2
million.

The liquidators' report estimates
the book value of reinsurance bal-

ances receivable to be $68 million

as of June 30, a decrease of $47
million since their last valuation.

The reduction is attributable to

the commutation of $21.3 million
of balances due from Mentor's re-

trocessionaires, the collection of

$3.3 million in unpaid balances, a
downward revision of $14 million

reflecting the arbitration of a re-
trocessional program (BI, April 3)
and revisions of other balances

due. I

Liquidators pay
Cambridge Re

creditor dividends
HAMILTON, Bermuda-Cambridge Reinsurance Ltd. has already

paid more than $2.5 million to 630 creditors four years after the
company collapsed with liabilities of about $80 million.

The first dividend payout, which will total $5.3 million when fully
paid, is equivalent to 4% of Cambridge's total outstanding claims
of about $130 million (BI, April 3).

Joint Liquidator David Lines said in an interview last month
that the liquidators now are seeking to "resolve differences" that
have prevented some creditors from collecting their share of what
is being called the fastest cash payout of its kind in a reinsurer in-
solvency.

Creditor companies usually must wait decades for payments from
insolvent insurers.

"Sensible cooperation" from creditors is needed to help com-
plete the bulk of the first dividend payments to an estimated 2,000
creditors within the next three months, said Mr. Lines, a Ber-

muda-based partner with Coopers & Lybrand.
Of those still awaiting payment, 50 creditors are proceeding with

legal appeals
against the liq- 1
uidators' initial 'Sensible cooperation' from
assessment of

their claims, an creditors is needed to help complete
evaluation that the bulk of the first dividdnd
used actuarial

calculations to payments to an estimated 2,000
establish the

creditors, says Mr. Lines.current value of

incurred-but-

not-reported
claims, rather than waiting 15 to 20 years for claims to mature (BI,
March-16, 1987).

The 50 appellants are claiming a total of $30 million while the
liquidators' calculation indicates they are owed closer to $20 mil-
lion. No creditors' names are being released, but the liquidators say
that sums being sought by three of the reinsurer's biggest daimants,
two of which are also in liquidation, account for most of the $10
million in dispute.

In addition to the 50 appeals, another 100 creditors have filed
proofs of debt that have not yet been reconciled with the liquida-
tors' records.

Payment to another group of 400 to 500 creditors, whose first
dividends at 4% of outstanding claims were less than $25 each, also
is being delayed.

- Liquidators are holding back these small payments until they
each exceed $25, in compliance with a Dec. 7 Bermuda Supreme
Court order.

Mr. Lines said that a total.of about 500 payments to creditors
owed about $1 million are being delayed because of brokers' fund-
ing arrangements, which he described as "a real headache to un-
ravel."

He said that brokerage firms involved in these funding arrange-
ments-a common practice in the London market whereby brokers
advance sums owed to their clients-have been given 90 days to
have the debt assigned to them by the ultimate creditor. Failure to
do so will result in the payment going to the insurance client rather
than the broker, regardless of whether obligations have been al-
ready funded.

The liquidator refused to predict the size and timing of the next
dividend. Mr. Lines said both would depend largely on his ability to
collect sums owed to Cambridge by its retrocessionaires, amounts
that he said he can only describe as "significant."

Cambridge, a subsidiary of Nova Scotia-based National Sea
Products Ltd., was last estimated to be insolvent by about $63.6
million (BI, March 20).

-By Roger Scotton -



FEW HAVE MANAGE D
LONG-TERM DISABILITY

AS WELL.

Think of a leader who has shown great
strength and adaptability in dealing with long-
term disability, and who do you think of?

The CIGNA Companies should come to mind.
After all, we've been in the LTD business ever

since there was an LID business.

And from the beginning, our clients have had
the benefit of working with disability specialists.

Our sales representatives are experienced
LTD professionals with field underwriting authority
and the ability to offer flexible plan designs.

And they're backed by a network of specialty
underwriters and field claims offices.

What's more, because we're a full-service

provider, we see the bigger picture. Which

allows us to integrate some of the best LTD
cost-containment services in the industry with
an unparalleled range of managed healthcare
programs.

It's no surprise we've become a leader in the
LTD business with one of the highest customer
retention rates in the industry.

To find out more, write CIGNA Companie5,
Department R9, One Logan Square, Philadelphia,
Pennsylvania 19103.

Once you see all that we have to offer, you'll
realize that no one can match

our accomplishments with UD.
With the possible exception CIGNA

of FDR.
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Obstacles exist to 401(k) loans
By Trisha Brambley

Option may muddle
repayment must be handled via personal checks

However, the Labor Department does not require
"[ICTURE THIS A Jubilant employee has just had that employers charge terminated employres the same
1 a loan provision added to her company'b 401(k) interest rate they charge active employers Employers
plan She 16 happy because she now has access :o the plan administration may want to consider chargmg a higher rate of interest
money m her account-without havlng to pay tsxes to ex-employees to discourage them from taking loans
or the 1()g penalty normally associated with a 401(k) issued fmal regulations governing loans These new The major objective of adding a loan provision is
withdrawal In addition, she is not permanenth r(gulations apply to all participant loans granted or to increase accessibility to participants' funds

depleting her retirement savings because the m,ne> she renewed after Oct 18. These regulations are in addition However, a loan provision will, in fact, reduce access to
needs for a financially secure retirement will be repaid te existing statutory requirements and Internal some of the funds for a financial hardship Treasury
in Installments through convenient payroll deductions Revenue Service regulations governing participant regulations governing financial hardships require a

Now picture the 401(k) plan administrator He's hard loans (BI, Aug. 7) participant to borrow the maximum amount available
to see because he's buned under a mountam of pap,«r Special measures must be taken in order for the before he or she may receive a hardship withdrawal

While many companies currently are conside"ing loan provision to remain in compliance with both the For example, an employee who wants to withdraw
introducing loan provisions to theti 401(k) plan·t, Labor Department and the Treasuiy Department The money to purchase a home will not be permitted to
recently apprnved restrictionsthat limit 401(k) plan Triasury says that a uniform and non-disenmmatory do so if he or she 16 permitted to bor row the necessary 4

% ithdrawals have bent companies into a panic over rate of interest has to apply to all kens The amount from the plan This will be frustrating tt, the
how to sustain employee participation Department of Labor regulations say that Interest rates employee who doesn't have sufficient income to repay

Account b.lance accessibility has long been : 56.uld depend upon "the opportunity for gain and thi the loan
populai attribute of 401(k) plans Now that some rt,k of loss" on a case-by-case basis From an internal standpoint, ddministration of loans
accessibilith is gone. employen, dre searching ft r Under the Labor Department rules. it would be can be complicated and very expenbive, particularlv
alternatives to keep employees interestrd in 40 (k) nt•cessary to charge a clencal worker a higher rate when a loan setup hasn't been well thought out A lot
pdrticigation Loans, on the surface, set·m hke L simple of interest th:n an upper manager if he or she is not of paperwork is involved in loan
means of restoring short-term decess 10 4()1(k) decoint LY,rsidered to have the creditworthiness of d administration-including amortization schedules,

balances and reversing flagging plan participation, but higher-paid worker But, granting highly compensated documents and reports- -so companies should strive
knee-Jerk impulses to institute such pr.,vimcins mdy nc,t employees more favorable interest rates would be to make the provision as easy to administer as possible
be the best move ccinsidered discriminatory under the Treasury This can be accomplished when the terms of the loan,

Emplc,yers should edrefully examine the rt.gulations and could cause a plan to lose its the security and repayment methods are established
ramificdtions of adding a loan feature to the plan tax-qualified status One of the first things companies can do when
Thet e mdv bea better way to build enthusiasm foi The best so.ution to the Treasuly /Labor conflict designing a loan feature 15 to clearly rstablish reasons
401(k) participation For example, recommuniciting a appears to betochargethehighest mterestrate to for which employees ean take 1(,ans
pidn to emphasize the benefits of long-term savings can er'2ry plan member Continuing with the above Many companies only permit employees to take loans
boost participation Increasing company match ng eample, if, afler researching the going commercial for the reasons they can take hardship withdrawals
contmbutions or adding investment options are othet interest rdtes you find that the clerical worker would Other companies make their loan provisions more
pldn improvements that may prove more attractive to have to pay a 129 interest rate and the upper manager lement, but if they leave them too wide open employees
your employies than a loan provision would be eligible for a 109 rate for a similar loan. you tend to take more frequent loans, adding to the cost of

However, some important ramifications of loan could charge the higher rate of 129 to everyone in your administration This 16 particularly true of companies
provisions are overlooked by many companies plan and satsfy both the Treasury and the Labor that offer no matching contributions and have

Often mvestment managers grant lower mterest rates Department relatively young, lower-paid employees
on guaranteed income contract funds if a 401(k) plan Another provision of the new Labor regulation is Another way of simph fying loan admmistration 16
Includes a loan provision There is less actual cash m that companies will now have to permit anyone with to permit only one loan at a time and to set a minimum
the GIC due to outstanding loans, so the institution an active account balance, Including vested terminated years of participation requirement In the past, many
issuing the GIC will be less willing to pay a high rate of employees, to take out a plan loan Loans to terminated plans set a minimum dollar amount on loans to prevent
Interest employees pose greater administrative burdens Since employees from taking small, burdensome loans

In addition, the Department of Labor on Ju6 20 these individuals are not on the company payroll, However, proposed Internal Revenue Code Section
401(a) (26) regulations governing qualified retirement

J . 1 11 1 i 11 1 plans appear to make such a restriction unworkable,
particularly for a newly established 401(k) plan The

lili proposed regulations generally require that each
separate plan benefit or feature must be available to a

I minimum number of employees If a minimum dollar

1
limit is too high, the loan provision may not be
available to 50 employees or 409 of the company's total

1 employees and, thus, may violate code section
- 4 hid Vt - . Yth j 401(a) (26) In addition, the Labor Department loan

regulations contain a safe harbor mmlmum loan
amount of $1,000

Compames must also establish a method of
calculating mterest rates on repayments when setting

.9 t up a loan provision Most companies tie their interest
M.

rate to what a local bank would charge for a similar

Li
t loan under comparable circumstances This conforms

7 1 7EIFIE% '4 j 1 to the fmal Labor Department regulations, but could-Z

I

4 , prove cumbersome if the plan administrator is required

f i ., 1 to process a large number of loans
Employers must also decide who "owns" the

*4 . . , .1>114

1**4
loan-the plan as a whole or the plan'' A :.7, 'ai

4 5-*p- dll - -*Ul:c1<' 3511 participant-when setting up a loan privilege
.-1*4447 411 61 L 1 , 1 If the loan is held as a general asset of the plan,

. the Investment return of all participants will be
impacted If the loan belongs to the pdrticipant (known

\-2- as an "earmarked loan"). only the participant's
investment return 16 affected by the loan Earmarked

loans are more expensive to ddminister beeduse it 16
0:Z=ZZ--f= ,A more costly to handle plan transactions Individually14

than on a plan-wide basis But rai marked loans at u_-=au ' Im,10 -- \\
easier for participants to underbtand, and lhey edn sdve
the plan administrator time from lengthy explanations
of how mterest is handled and time is monev

After deciding how the loan will be made, anh, .

Important consideration is to determine what the 1!-d*f/LLfFF- . source of money will be
Continued on nert page

r ,
1 *. t. t•,-4,4W13,1,.f> & 'i #
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ASK A RISK MAINAGE R 55
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Cost containment adjuster The obvious benefit to this and consensus as to the appropriate type cost containment processes relating to
approach is the medical director-who of surgery required workers compensation are in the infancy

trims comp costs
represents the cost containment service The second step in our cost stage, risk managers should be cautious
provider and its client-and the actual management program is medical case when selecting a vendor
medical service provider ,speak the same management This service is especially Il 1,4 absolutely imperative that the

1 In an earlier language beneficial when managing d case sen ice compdny be able to provide

Q
column on ways My expel ience with workers involving a piolonged or disabling timely, detailed and meaningful i eport
to control compensation cost containment programs occupational injury 01 illness The th,11 identify adual savings genriated on
workers began a year ago when our claims medical director meets peisonally with d use-by-case h.is Only bj i ecriving
compensation administrator made the service available, the claimant, family membeif, treating accurate repoits vill the risk managei be »

4*1
costs, you

/1
and my company became an enthusiastic physicians and other service providers to able to determine if the medical cost

mentioned subscriber Since that time I have establish an ongoing treatment program savings vs the administrative cost of the *
/.4*

medical cost reviewed other programs and learned they Medical case management combmes all program is justified
251

:Sf, containment programs as a means are composed of similar, basic of the elements of utilization review and In my opinion, workers comp cost
to accomplish cost reductions. components discharge planning containment programs represent the most -st
Please describe how these Typically the initial phase of the The third step, medical bill audits, realistic means of controlling workers SA

4. Sj
programs work. program and perhaps the cornerstone of monitors costs after the various stages of comp medical expenses The 19905

the entire process is utilization review It treatment have been completed and can certainly will find us fully exploring the 23
-,4 1 In recent years itt is intended to ellminate unnecessary easily identify a case out of control concept

ir,4,2

evident to employers surgical procedures and control the length from treating physicians, chiropractors,
that workers of hospital stays Utilization review physical therapists, psychologists and Would you like advice from an A
has become readily hospitalizations, prohibit unnecessary Medical services included are charges

Compensation costs involves laboratories, to name a few The erpenenced colleague ona nsk
management, beneflts management or

have escalated more 1/ Preadmission review relationship of service to the compensable Y.:actuanal problem? Four features in the
- rapidly than costs 00 Emergency admission review Injury or illness is confirmed or denied Perspectzve section of Business Insurance 14

associated with 7 Continued stay review Characteristics such as the frequency can glve you some answers2/11 e

5,» general health care coverage There are / Discharge planning and duration of treatment are screened Ask A Rtsk Manager, Ask A Benefit
Manager, Ask A Beneftt Actuary and Ask.. several reasons for the alarming 4•' Case management and any duphcate charges are "flagged"

*a

Y A Casualty Actuary answer wntten
increase Awarding workers J•,0 Second surgical opinions I

and removed from the billing The audit questions from readers on nsk and benefits *

-FJI'4"'"94' 1 t'Ytr'l .
compensation benefits for a diverse Preadmission review aims to determine process is performed by computer A management issues and actuanal problems 4€

Thts month's columnrange of occupational diseases and the medical necessity of a hospital report is generated that clearly states the
on nsk managementillnesses has been a contributing factor admission, explore alternatives to reasons for a recommended cost

 tssues 13 wntten by
as well as the steady nse m actual costs inpatient treatment, establish the type of reduction Such questionable bills are  Susan M Werner,
associated with treating ill or mlured treatment required, specify the normally returned to the medical service  4 d:rector of rtsk

*S

employees appropriate length of stay and assign a provider within 48 hours or less for I management at Hardee's **

The majority of risk managers will medical director to manage the case Food Systems Inc inrevision

Rocky Mount, N C'4 agree that attempting to rehabihtate the Emergency admission review and The fourth step of the cost containment /& / Joseph W. Duva, d:rector *
bureaucratic workers compensation contmued stay review follow the same program is hospital bill audits Reasons I of employee beneftts at

//

system is a slow and grueling process general guidellnes as preadmission for such an audit would be the reputation   Athed-Signal Inc in
Therefore, they are vocahzing the need review Discharge planning centers on the of the hospital, suspected duplicate Ms. Werner Momstown, NJ,

ankners benefits
*% to control the cost of medical services as "personal needs" of the patient at the charges, disproportionate departmental

management questzons
a critical step m contaming workers time of discharge and afterwards charges or an understanding between the Witham J Mmer, an actuary unth The
compensation expenses The role of the medical director client and cost containment service Wyatt Co m Chicago, answers actuanat

In response to their cries for relief, expands to Include making arrangements provider that any bill exceeding a given questions on benehts lasues And. Richard
insurers and service providers are for any special services, such as home E Sherman, a pnncipal with Coopers &threshold should be checked

begmnmg to create and market formal health care and medical equipment The hospital bill audit process is also
Lybrand m San Francisco, answers
actuanat questions in the casualty q

medical cost containment programs following discharge from the hospital The computerized Charges are sorted by fbeld
Cost containment measures, after all, medical director meets face to face with department with each department's Mr Duva's and Ms Werner's columns

have been used successfully by general medical service providers to better charges analyzed as a percentage of the usually appear alternately on the second

health Insurers for years manage the level of sennces through early total bilhng By using such an orgahized Monday Of each month Mr Miner's and
Mr Sherman's columns appear alternately /1

*r An important factor to keep m mind intervention review process, discrepancies are more on the .brst Monday of each month
when describing the execution of an The last components of utilization hkely to be identified Ms Werner's nert column will appear 
overall program is that the service is review are second surgical opinions They As the workers compensation medical tn October
administered through a medical simply provide a step to venfy the need cost contamment fervor spreads Address your questions to ASK, Bustness *5

Insurance, 740 N Rush St, Chicago, Illprofessional, often referred to as a for a certain surgical procedure throughout our industry, risk managers

nurse, or both)

60611 Please give us your name, title and *
medical director (physician or registered Treatment confirmation is achieved will find many companies aggressively employer, however, Business Insurance

, instead of a claims through a second, independent diagnosis marketing their products However, since wilt consider unsigned letters

401(k) loan options :

Continued from previouspage Another important decision that must be made when way to merease access to account balances beyond
One approach is to stipulate that loans can be taken establishing repayment terms is the method by which the hmits of hardship withdrawals, carefully

only from the safest investment account, for example, employees will make their actual payments. The best considermg the intzicacies of loan administration
the savmgs fund If there is insufficient money in that method is repayment through payroll deduction. before deciding to implement a loan provision is of
particular fund, money must be transferred from First, it's the most convenient means of repayment utmost importance.

another fund before the loan can be taken, for example, for both the employee and the plan administrator But before plunglng in o administrative
from a stock fund to a savmgs fund because the employee doesn't have to make out a check considerations, companies should take a very hard look

Another method iS to allow an Individual's loan to every quarter and the company doesn't have to keep at the advisability of including a loan feature at all
be drawn from each Investment fund in the same after the employee to make sure the payment is on The government is sending a very clear message
proportions in which contributions are invested For time. Second, automatic payroll deduction prevents through all recent legislation that 401(k)s are designed
example, if an employee directs 75% of contributions to employees from defaulting on payments to help employees save for retirement, not for
the savmgs fund and 25% to the stock fund, his or her Loan defaults are a very serious issue for a 401(k) short-term needs

loan would be taken from the funds in the same plan sponsor An employee who fails to make even a
percentages smgle principal repayment on a loan he took out to

Once the source of loans has been estabhshed, how buy a car places his company's entire plan in Jeopardy
loan repayments will flow back to participants' He has received what is considered to be a distribution 
accounts must be decided Employers should make sure from the plan, yet he has not experienced an event that
their payroll administrator can accommodate loan quallhes as an IRS-approved fmancial hardship The
repayments For example, if a separate loan fund is plan is thrown out of comphance because the company N
established as the source, the payroll company may not has distributed money for a reason that is not legally Trisha Brambley ts up of
be able to handle both employee contributions and loan perrmtted for 401(k) elective deferrals retirement plan marketing at The
repayments While addmg a loan feature seems hke a natural Johnson Cos in Langhorne, Pa
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lt's as simple as lifting your phone and calling
Entertainment Brokers International.

We offer more than 60 years experience broker-
ing all kinds of productions, including over
400 motion pictures. Entertainment Brokers
also offers exclusive access to the undis- . .

puted leader in entertainment insurance- Fireman's Fund.
/

No other insurer has covered more . 1

productions for so many years.
Finding the best coverage for your film, tele-

vision or stage production has never been easier.
Call (213) 284-8006 and talk to one of the most
respected professidnals in the business: Don Cass,
4 Dick Barry, Sarah Allen, Bonnie Henderson

/ or Ute Stuits. Or visit our office at

/ 9935 Santa Monica Blvd., Beverly Hills,
i , CA 90212. FAX (213) 284-8208.

Entertainment Brokers International



What do the

benefits departments
of tfiese companies
flave in common?

ATGT Al.ied-Signal American Airlines Atlantic Richfield
Boise Cascade CBS Coca-Cola Colgate-Palmolive

Federal Express General Motors General Signal Corp.
Heinz USA Honeywell ITT Kraft Mead Corporation

Miller Brewing PPG Pitney Bowes Polaroid
Proctor & Gamble Sara Lee Upjohn Westinghouse Electric

They atl have
CEBS Graduates

on tfieir staffst

Times have changed.
Benefits have moved onto the balance sheet and now play a major role in
the economic viability of corporations.

Today's benefits manager needs a solid background in the economic,
demographic and regulatory issues that are changing the industry.

That is why many corporations encourage participation in the Certified

Employee Benefit Specialist (CEBS) program. Cosponsored by the Interna-
tional Four.cation of Employee Benefit Plans and the Wharton School of
the University of Pennsylvania, CEBS is a ten course program covering
areas essential to effective plan management.

To find out how CEBS can impazt your company's bottom line, call
or write:

CEBS'

CEBS Depjrtment

International Foundation

of Employee Benefit Plans
18700 W. 31uemound Road

P.O. Box 69

Brookfield Wisconsin 53008-0069

(414) 786-5700

Rent Rite RRG

Continued from page 1
the problems of monitoring purchas-
ing groups formed under the Risk
Retention Act, some also express
concern about risk retention groups.

"All of these mechanisms, because

of the loose federal law, are potential
objects of abuse. That is and will
continue to be a concern," said Wil-
liam Hager, Iowa insurance commis-
sioner and chairman of a National

Assn. of Insurance Commissioners'

panel that has criticized provisions of
the Risk Retention Act (BI, June 26).

Many risk retention groups are un-
dercapitalized insurers writing long-
tail coverages, and regulators are
"pessimistically, but I think realisti-
cally," expecting more insolvencies as
the groups mature, said NAIC Gen-
eral Counsel David Simmons.

"It's really fairly early to see this
kind of activity," added Mr. Sim-
mons, referring to the Rent Rite RRG
insolvency. "I think there's a sense of
dread. We don't want to see it, but
I guess we're going to see more of it
happening."

Risk retention groups are subject
to more direct regulatory scrutiny
than purchasing groups: Risk reten-
tion groups must be licensed in at
least one state and must provide
operating plans and financial mfor-
mation to regulators m other states in
which they intend to do business.

Mr. Hager conceded that regula-
tors in any state-even those out-
side a risk retention group's state
of domicile-theoretically could act
to bar a group considered to be in
hazardous financial condition.

However, "the level of monitoring
that kind of oversight presumes is
significantly intensive:" he said.
"Regulators have enough challenges
already without having to double-
check every risk retention group that
operates in their state."

Officials from the National Risk
Retention Assn. could not be reached
for comment.

Rent Rite RRG was licensed in

New Mexico on June 1, 1987, as a
wholly owned subsidiary of Albu-
querque-based Rent Rite Reservation
Network Inc., which operates a na-
tional reservation network for inde-

WIM-WIN
RECOVERY

MA1NAGEMEMT

 hat's what we call our specialbrand of medical and
vocational rehabilitation services.

Because when injured workers
recover fast and come back to

work fast everybody wins:
employers, insurance companies
and claimants. Find out about

win-win recovery rnanagennent
today. Let me send you our
information. Call me at

(215) 251-9510, send me
your business card or
FAX to (215) 251-9518.

A GENERAL
- REHABILIIAnON

- SERVICES INC
1436 LANCASTER AVENUE • BERWYN, PA 19312 • (215) 251-9510

THE FAST TRACK TO A COMEBACK

pendent car rental companies.
The risk retention group, formed

with $250,000 in initial capital and
surplus, offered general and auto lia-
bility coverage with a limit of $1
million. The group retained $100,000
of each risk, reinsuring $900,000 ex-
cess of $100,000 with Louisiana-do-

miciled North American Indemnity
Co., according to the New Mexico de-
partment examination report.

Rent Rite RRG wrote gross direct
premiums of $1.8 million in 1988.
Direct premiums since the group's
inception totaled $2.3 million, ac-
cording to the New Mexico depart-
ment's report to the Commerce De-
partment.

About 47% of Rent Rite RRG's pre-
miums were written in California,
with 29% written in Florida and the

remaining 24% written in 17 other
states. The group did not write any
business in New Mexico, Mr. Cha-

vez's letter says.
Rent Rite RRG reported a surplus

deficit of $160,888 in its 1988 annual

statement, though Insurance Depart-
ment examiners later found the defi-

cit to be $689,464 as of last Dec. 31.

Among other things, examiners
disallowed a $300,000 letter of credit
contributed as an asset by Rent Rite
Reservation Network. The LOC did

not qualify as an admissible asset be-
cause it was not irrevocable, did not

contain an evergreen clause and was
not issued by a qualified financial in-
stitution, the exam report says.

The New Mexico department's
Aug. 11 report cites several reasons
for the Rent Rite RRG failure, in-

cluding.
• Initial capital and surplus that

was not adequate to defray start-up
costs and cushion the group against
adverse loss experience.

At the time the group was licensed,
New Mexico did not have any law
regarding capitalization of risk re-
tention groups. However, the state
last year adopted a law requiring $1
million in capital and surplus, the
same requirement that applies to li-
censed msurers.

• Inexperienced management.
None of Rent Rite RRG's managers
had any previous experience running
an insurance company.

• Excessive growth. Net written
premiums climbed to $1.6 million last
year from $493,316 in 1987, while
surplus was falling, the report notes.

• Inadequate rates and excessive
expenses.

While a business plan called for
the risk retention group to charge
policyholders 150% of Insurance Ser-
vices Office Inc. rates, Rent Rite RRG
still experienced a 94% loss ratio on

Jury research
Continued hom page 3
Flom in New York, who has defended
several major manufacturing com-
panies in product liability cases.

"It's pretty expensive, but we use
them in the lawsuits where the stakes

are so huge that it really doesn't mat-
ter that much," he said.

"I've heard some people suggest
that if you don't do this kind of
stuff, it's malpractice," noted a Chi-
cago attorney whose firm uses vari-
ous jury research consultants "all the
time."

"Lawyers, by and large, once they
have gone through law school, have
forgotten to think like people," said
attorney Robert Hanley with Mom-
son & Foerster in Denver and former
chairman of the American Bar

Assn.'s Litigation Section.
He said that by working with jury

research consultant Litigation Sci-
ences Inc., he has been able to "clean
up" his presentations and speak more
clearly to the jury.

"We can help the client essentially
manage the docket from a risk man-
agement perspective," said Donald E.
Vinson, founder and chairman of
Rolling Hills Estates, Calif.-based
Litigation Sciences, which has been a
unit of London-based Saatchi &
Saatchi Co. PLC since 1987.

Jury research consultants can both
predict adverse verdicts and closely
estimate settlement amounts in a va-

business written from its formation

through the end of last year.
The expense ratio, meanwhile, ran

at 54% from the group's formation
through year-end 1988. This included
commissions amounting to 13% of net
premiums, general expenses amount-
mg to 16% and management fees paid
to Rent Rite Reservation Network or

its affiliates amounting to 25%, the
report says.

Rent Rite RRG's combined ratio

from its inception to Dec. 31, 1988,
was 148%.

In his letter to the Commerce De-

partment, Mr. Chavez said the risk

retention group "in no way furthered
the purpose of the 1986 Risk Reten-
tion Act, which was to increase the
availability of reliable liability insur-
ance. In fact, vigorous competition
was a major factor in the demise of
Rent Rite RRG."

George Lovato Sr., who heads Rent
Rite Reservation Network, could not

be reached for comment on this story.
However, Mr. Lovato defended the

risk retention group in an Aug. 15
letter to the Commerce Department.

Rent Rite Reservation Network

formed the group in response to the
needs of its rental car company cli-
ents that were having difficulty find-
ing affordable liability insurance, Mr.
Lovato's letter says.

Rent Rite RRG complied with re-
porting requirements in the states
where it did business and was never

denied authority based on its finan-
cial statements, the letter says.

Mr. Lovato's letter also blames un-

derpricing of the group's coverage on
Preston F. Wood Insurance Service of

San Juan Capistrano, Calif., the
managing general agent for Rent Rite
RRG until the MGA terminated its

agreement in April 3.
Preston Wood, president of the

MGA, denied the allegation, saying
that Mr. Lovato has "distorted the
facts. The book of business was

priced very adequately and priced in
line with the plan of operation."

He added that after the MGA ter-

minated its agreement, Mr. Lovato
offered the group's policyholders rate
reductions as an inducement to stay
with the program.

Mr. Wood said he terminated the

MGA agreement for several reasons,
including the risk retention group's
failure to notify him that the New
Mexico Insurance Department had
ordered the risk retention group to
increase its capital and surplus to $1
million by year-end 1988, and that
the Rent Rite RRG wanted to termi-

nate its professional claims adjusters
and move claims management ser-
vices m house. I

riety of cases, according to Mr. Vm-
son, who has a 120-member staff and
generally charges between $40,000
and $120,000 per case.

"Our experience has been that peo-
ple have really been able to turn
around what would otherwise have

been adverse verdicts and have been

able to reduce settlements," said Art
Raedeke, executive vp at jury re-
search firm Public Response Associ-
ates of San Francisco, which gen-
erally charges between $20,000 and
$100,000 per case.

Both firms, as well as the Jury
Research Project division of Touche
Ross & Co. in New Orleans, claim
they have predicted the outcome of
more than 95% of the cases they have
handled.

At the inception of a case, the
staffs of jury research consultants
conduct interviews in the commu-

nity from which jurors will be cho-
sen and identify demographic and
psychological characteristics, as well
as physical and behavioral traits, that
tend to indicate certain biases. The

number of interviews conducted de-

pends on the size of the research
firms.

Many of these biases will not be
immediately obvious to attorneys,
and statistical results on what kinds

of people will be more sympathetic to
a certain company in a certain prod-

Continued on next page
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uct liability case, for example, are
sometimes unexpected, said Mr. Vin-
son.

Attorneys also can practice argu-
ments before a mock jury drawn

from this survey group to determine
which arguments or displays work
best or are too complex.

Many lawyers contend that using
consultants gives clients added confi-
dence before they go to trial or at-
tempt to settle a lawsuit.

"You're usually relying on the trial
lawyer and the crystal ball. This pro-
vides you with some objective back-
ground," said the Chicago attorney,
who has worked with Litigation Sci-
ences and smaller jury research con-
sultants.

At Touche Ross, which charges be-
tween $10,000 and $150,000 per case,
client attorneys know they are ready
for trial when they are able to win
over the "worst" mock jury, ex-

plained Douglas Green, senior con-
sultant with Touche Ross' five-mem-

ber jury consulting team.
In addition, the mock juries are

asked at various stages what they
would view as appropriate damages
to prepare clients for possible dam-
age awards or to encourage the de-
fendant to settle.

"Clients who have settled the cases

tend to feel a bit more comfortable

about the settlement" after using the
research service, the Chicago attor-
ney said.

And, when a case goes to trial,
some jury research firms use what
Litigation Sciences has dubbed the
"shadow jury" technique that pro-
vides feedback to an attorney from
mock jurors who are sitting in the
courtroom during the litigation.

These "jurors"-who are not told
whether they have been hired by the
plaintiff or defendant-have psycho-
logical and demographic characteris-
ties similar to those of the actual

jurors. They observe all or part of the

cal manufacturers of the toxic defo-

liant Agent Orange.
The firm's research, which found

that jurors would likely rule for the
plaintiffs, helped "substantially" in
negotiating the $180 million settle-
ment on behalf of the plaintiffs, said
an attorney with Clausen, Miller,
Gorman, Caffrey & Witous in Chi-

cago, who represented the veterans.
A New York federal judge ap-

proved the settlement in September
1984 (BI, Oct. 1, 1984).

However, some risk managers and
attorneys question the value of the
consulting films' services.

For example, R.J. Molloy, associ-
ate general counsel for Dearborn,
Mich.-based Ford Motor Co., who has

worked with several jury consultants
nationwide, questioned whether the
consultants deserved credit for the

automaker's success in those cases.

"They gave us some new insights,
but in some instances they confirmed
what we felt," Mr. Molloy said. "Our
question is, 'Did they tell us some-
thing we didn't 1cnow already?' "

Frank Rothman, an attorney with
Skadden, Arps, Slate, Meagher &
Flom in Los Angeles, echoed Mr.
Molloy's comments.

Mr. Rothman used Litigation Sci-
ences when he defended the National

Football League in the antitrust suit
brought by the now-defunct United
States Football League and found the
firm "moderately helpful, not tre-
mendously helpful." A jury found the
NFL guilty of monopolizing the mar-
ketplace, but awarded the USFL only
$1 in damages, which was trebled to
$3 under antitrust law.

And, both Bob Stanley, risk man-
ager for Hoffmann-LaRoche Inc. of
Nutley, N.J., and Wilmer Hough, cor-
porate risk manager for Mack Trucks
Inc. of Allentown, Pa., do not use

consultants. They say their large in-
house legal staffs are sufficient to
manage their litigation.

Some risk managers and attorneys
warn others not to rely on the con-
sultants to predict outcomes of cases.

'We've used (jury research consultants) on a very
selected basis,' says Mr. Gaitley. 'You certainly
can't do that type of thing for the hundreds and

hundreds of smaller cases. It takes a more

complex case to justify going to that extent.'

trial and give their impressions each
night to the consultants, who notify
client attorneys of their daily
strengths and weaknesses.

Jury research is "very valuable,"
said the senior counsel of an auto-

mobile manufacturer that Mr. Green

assisted in a multimillion-dollar per-
sonal injury lawsuit initially won by
the automaker. The case is on appeal.

"I wouldn't go into the trial of
another case like that without jury
research and a mock trial first. We

found in doing the mock jury trial
that the jury didn't understand some
of the exhibits we were presenting,"
the senior counsel said.

Jury research has been used in
some famous legal battles.

For instance, Firestone Tire &

Rubber Co. in Akron, Ohio, has used
Litigation Sciences in several "Fire-
stone 500" lawsuits, said Barbara
Tittle, a paralegal at Firestone.

Mr. Vinson estimates that Litiga-
tion Sciences consulted on at least

one dozen of these cases.

Firestone was sued by millions of
consumer who purchased allegedly
defective Firestone 500 radial tires

in the mid-1970s. The suits alleged,
among other things, negligence and
breach of implied warranty.

"We were very happy with the
work they did," Ms. Tittle said. "It
was expensive but worth it."

Public Response, which has a staff
of 16 full-time professionals and 40
part-time professionals, drew praise
from a Chicago law firm in a rare
case in which the consultant worked

on behalf of plaintiffs. The law firm
represented Vietnam veterans in their
class-action suit against seven chemi-

"It's silly to abdicate your con-
trol over a trial. This is just another
service. The buck stops with the trial
lawyer," pointed out Mr. Hanley of
Morrison & Foerster.

"The results of trial consultants

should not be followed slavishly,"
agreed the Chicago attorney.

For example, he recalled a recent
case in which he ignored a jury re-
search consultant's recommendation

to object to a particular juror during
pre-emptory challenges. His instincts
that the juror would decide in his
favor were ultimately correct.

The Chicago attorney also ques-
tioned the value of the so-called

"shadow jury" service.
"In the middle of a big trial, you

don't have time to be diverted. It's

like getting advice when you're in
the battlefield," he said.

Another concern about "shadow

juries" is that the opposing attor-
ney can use this to his advantage
with jurors if he or she is aware
the other side is using this service.

"It contributes to the perception
of the disparity of resources" be-
tween the plaintiff and the corpora-
tion, which may lead some jurors to
sympathize with the plaintiff, Public
Response's Mr. Raedeke said.

If this is a concern to the client,
Public Response may limit the num-
ber of shadow jurors to two or three,
and in some cases, they will observe
only the opening statements or the
testimony of key witnesses, he said.
"It is an extremely valuable tool, but
there's a danger that it may become
an issue in the trial."

However, Mr. Vinson of Litigation
Sciences said that he generally is un-

daunted if the opposing attorney no-
tices his shadow jury. "The other side
has a right to use one, too."

Nevertheless, judges frequently
grant his clients' requests to prevent
opposing attorneys from mentioning
the tactic during the trial on the
grounds that a "shadow jury is not
relevant to the case," he said.

Many risk managers also do not
think the jury research consultants'
services are cost-effective if their

companies are not facing multimil-

lion-dollar damages.
"We've used them on a very se-

lected basis," said D.D. Gaitley, as-
sistant general counsel for Chrysler
Corp in Highland Park, Mich. "You
certainly can't do that type of thing
for the hundreds and hundreds of

smaller cases. We're not talking
about ordinary automobile accidents.
It takes a more complex case to jus-
tify going to that kind of extent."

But, Public Response's Mr. Rae-
deke said it is increasingly common
for companies to hire their services
for cases where although damages
are low, the risk of damaging the
company's reputation is high.

Jury consultants are "hardly a
panacea for trial problems," summed

up Harlan M. Dellsey, vp and general
counsel for Commonwealth Edison

Co. of Chicago.
"It has a value," he said, but the

problems associated with going to
trial-like "the cost, the hassle and
the risk"-are not diminished when

these research services are used. I
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Weve just taken 
the "bugs" out -
of insurance for
exterminators!

AND WE INVITE AGENTS AND
BROKERS TO WORK WITH US TO

COMPETE FOR THIS BUSINESS WITH 1
THIS UNIOUE BROWNYARD PLAN!
It features:

· Liability written on an Occurrence basis
· Warranty Coverage
· Sudden &.Accidental Pollution Liability V

· Care, Custody & Control Coverage '
 No deductibles

· Contractual Coverage (For Assumed Liability)
· Personal Injury (Invasion of privacy, etc)
· Advertising Liability
· Medical Payments
· Umbrella Liability to 54 million

Plus-you gain the professionalism of The Brownyard Group.
For full information and applications, call or write today.

We lake On The lough Ones

BROWNYARD
\BROTHERS

20 Fourth Avenue, Bay Shore, N.Y. 11706-9838
800-645-5820(In NY 516-666-5050) · Fax: (516) 666-5723

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

W tl

>

• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade Cover X Corporation has
continuously provided a stable insurance product

for the Security Industry. During that time many
companies and agencies professing to "specialize"
in this industry have come and gone. In today's
difficult insurance marketplace most are simply

gone. COVER X CORPORATION IS STILL
HERE, providing that industry with custom tailored
GENERAL LIABILITY, PROFESSIONAL LIABILITY
and WORKERS COMPENSATION.

If you have current or potential clients in the security industry whose long range
interests lie in obtaining a quality insurance pr6duct in a stable market then you owe
them a Cover X quotation.

For further information or applications call or write

COVER COR PORATION
P. O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 - Telex: 23-5635
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Ohio work comp medical cost component of work
comp el:ims -n Otio increased 12%

Contznued from page 3 to 13% -ast year, which s about
the monopolistic state fund twice the rate of increase nation- Work comp premiums
learned last ir onth that average ally, he said
workers compensation premims Other .ost containment measures

will increase 9 5%-or a total of that the neu board will be respon-

about $115 mdhon-in the fiscal sible for establishing in:lu(ie a
to rise 9.5% in Ohio

year that began July 1 Rates for medical section within the bureau
some job categories increased up to to assist in cevelop_ng policies that
30%, (see related story) medical providers must follow, an COLUMBUS, Ohi,-Private employers in Ohio an overall 9 5% increase was needed, anticipating a

' I think the new law will tend to updated fee schedule, procedures that buy workers compensation insurance from the 3% increase in medical costs and a 5% increase in
keep a lid on rate increases in the to evalu ate Lemporar,9 total claim- slate'E monopolistic work comp fund will be paying benefits due to higher pay levels The remaining
future," Mr Smith said ants' condit_ons more quickly, aid an average of 95% more in premiums this fiscal 1 5% of the increase will be applied to funding the

The new 321-page law "can Eo a enhanced bill review capabilities year cue to rate increases implemented last month, actuarial deficit
long way toward minimiz,ng the Tne law also requires ar evalua- accirding to the state But, the average 9 5% increase "could be mis-

need for rate increases," agreed tion of data processing operations But employers wish workers classified in 170 of leading to employers," said Raymond LeBlanc, cor-
Raymond LeBIanc, corporate -isk and calls for establishir g addi- 230 jobs-including some positions in construction, porate risk manager for Cleveland-based BP
manager for Cleveland-based BP tional advisory gr).lps to telp con- Ir ir.ing and nursery operations-will see 30% rate America Inc and president of the Ohio Self-Insur-
America Inc, -he U S affiliate of duet studies, resolve disputes te- incre: ses, according to Paul Whitacre, director of ers Assn
British Petroleum Co PLC tween the commission and the the actuarial section of the Oh o Bureau of Work- Adding the changes in rates for each job classifi-

Mr LeBlane also is presidenz of bureau, oversee implementation of ers' Cimpensation cation and dividing that number by the total num-
the Ohio Self-Insurers Assn the new law and promote safety Workers comp rates, though, dropped between 1% ber of classifications shows that rates actually are

The new law "will probably 1- elp The law a_so "snould improve" a,c 29% for 24 emoloyee job classifications, in- rising an average of 16 7%, Mr LeBlanc said,
put the brakes on increase., bl-t it the adludication of c.aims becai.se c.udir g some jobs n tobacco orocessing and ball though he acknowledges that this method does not
wcn't stop them," said andrew the commiss.on will no longer be bearing manufacturing, he said factor in payroll

Dcehrel, vp of governmental af- respons ble for ' myriad" details The rate changes went into effect July 1 Employ- An employer that budgets for a 9 5% premium

fairs and staff counsel for tne Chio related to operations, Mr Smith ers that buy insurance from the state work comp increase may be surprised when ltS biannual bill
Chamber of Commerce said fund will receive bills beginn-ng in January, the arrives early next year and shows that the employer

It is hoped ttat employers, which For examp-e, an employee with a first c f two installments for the rating year of July owes a higher amount, Mr LeBlanc explained That
want to keep workers comp in:ur- bona fide Cldlm cl-rrently may have 1, 19&9, to June 30, 1990 could happen if an employer's workers are engaged
ance premiums low, and labor Iep- to wait eight weeks to one year be- Witn the new rates, employers will pay a total of m Jobs where the rates increased by 30%
resentatives, who want to keep fore rezening any morey, Mr abcut S115 million ir ore in workers comp premiums The rate hikes by the state fund also currently
benefits high, can find common Hodges said„ for fiscal 1989-90 affect employers that self-insure their workers

ground in reducing the system's ' There is no eccuse for it," he The 35% increase represents a weighted average comp risks Self-insurers are assessed by the state
"friction" costs-like disputed said Tte current system lS "]USt that reflects the amount of payroll employers have to help pay system and program costs based on a
claimsand attorneys' fees-anct in bogged down in bureaucratic in eack job classification formula that reflects their payroll and rate levels

streamlining operations to ensure problems," ne adced The Long-Range Fvance Committee, which was Under the new workers compensation law,

that injured employees receive ap- The law calls Icr comEensating appointed by the Ohio Industrial Commission in though, self-insurers will be assessed for state-
propriate and prompt medizal care board members and the admints- 1928 to address the state insurance fund's $23 mandated contributions on the bastS of workers
and benefits trator a: an unspecified level that bil-ion deficit, had recommended no change in comp claims payments rather than payroll

The work comp board "will con- will attract 'high-caliber" indiv. d- rates That would hae giver. she commission one However, they will still face assessments based on
stantly be pressing and improving ua.s, Mr Sm_th said year:o assess the effects of tt e reorganization of the increased work comp rates from July 1 through
th_ngs because of their experi€nce Another Trovision 3f the bill en- the wirk comp system mandated by a state law that Nov 3, when the new law takes affect
and their self-interest," MI Snith titles emplc ers to reimbursement takes effect Nov 3 Rates for government entities are set separately

sa-d He noted that he is especially from the state Surplus Fund when However, the industrial comnission decided that -BY Meg Fletcher

interested in seeing the board benefits have has been paid for a
spark more cost containment ef- claim that 13 subsec uently disal-
forts because the state system ' has lowed either in whole or ir part surei employer must make to th€ employers that generate many equivalent of -an about-face" for a
not done enough " The law dlso lS designed to re- state to finance the cost of the claims will pay more of the cost of massive organization, so the effects

Mr Smith observed that mor op- duce costs for self-insurers w.th work comp administralize systerr handling them, which will encour- will not be seen next year to any
olistic work comp funcs, 1ke good wcrkers comp loss e>perience now will be based on the amount 01 age self-insured employers to be- significant degree, Mr Doehrel
Ohio's, have little incentive to im- and promote safe:y among all self- benefits paid by the employer come more safety conscious, Mr said It will take until 1991 before
plement changes, like cost contain- insured employers rather than on its payroll LeBlanc said improvements will be noticeable,
ment measures As a res ilt, the The contr.outions :hat a self-_n- Under the new law, self-insurec Overall, the changes are the he predicted .

Bank of America names insurance chief
Richard W. Ryan, 42, named England Employee Benefits Council ment program, property/casualty

manager of ccrporate insurance at Comings & goings: buyers *** insurance and loss control and pre-
Bank of America National Trust & Sandra K. Jackson, 39, named vention She reports to James M
Savings Assn in San Fran zisco In risk manager of AP Parts Manufac- Beltrame, executive vp and chief fi-
this newly created position he is re- taught ARM courses He lS work- and emp_oyee benefits, including turing Co in Toledo, Ohio In this nancial officer Pnor to joining RAI,
sponsible for the bank's worldviide ing toward the Chartered Property pension administration He reports to newly created position she is respon- which operates a chain of restau-
corporate insurance program, mclud- & Casualty Undervinter designation Frank M. Koughan, vp/general man- sible for the development and admin- rants, Ms Wesson was assistant
ing property/casualty and fidelity and is a member of the Amencan So- ager ?nor to loming Lyr.n Laddei istration of the company's property/ director of risk and insurance at

coverages and loss control activ ties ciety of Menanical Engineers Mr Will-ams was corporate risk casualty Insurance and nsk manage- Girl Scouts of the United States of
.*.

He reports to Peter McDonougt, vp manager of Malden NAlls Industries ment programs She reports to John America in New York Prior to that
and director of risk managerrent Richard A. Williams, 41, named Inc m Lawrence, Mass He holds a Ziegler, director of finance and ad- she served as a risk management
Prior to lommg Bank of America Mr director of risk management and in- bachelor of arts degree In mathemat- minlstration Prior to ]01ning AP consultant with Coopers & Lybrand
Ryan was a broker with Johnscn & surance at Lynn Ladder & Scaffcld- ics and business from tt e Universits Parts, Ms Jackson was liabdity in- m New York Ms Wesson received a
H.ggtns He ho_ds a bachelor of engl- ing Co Inc m Lynn Mass In this of New Hampshire m Diriam and a surance manager at Owens-Illinois bachelor of business admmistration
neering degree from the State Uni- newly created posillon he.s respin- master of business administration de- Inc m Toledo, Ohio Pnor to that, she degree in management and econom-
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Summer risks
Continued from page 3
unteer leaders from its membership
-it is difficult to obtain affordable

insurance when the nature of these
activities is misunderstood, she said.

Despite the problems of obtaining
aff6rdable liability coverage for the
club's mountain climbing excursions,
Mr. Amster does not consider the ac-

tivity to be a high risk.
"If skilled people are doing the

climbing, it's safer than driving on
a freeway," he said.

Most other recreation activities,
however, are in full swing this sum-
mer thanks to more available and
more affordable liability insurance
compared with a few years ago when
high insurance costs forced some to
limit or shut down their operations
(BI, June 29, 1987).

The Nantahela Outdoor Center in

the Great Smoky Mountains of North
Carolina, for example, was forced to
eliminate rock climbing and bicy-
cling programs in 1985 to keep its in-
surancecosts down.

Although the outdoor recreation
outfitter discontinued these activi-

ties, its liability insurance was can-
celed later that year by underwriters
at Lloyd's of London. Prior to 1985,
the center had only filed one claim in
15 years.

"Lloyd's did not understand what
a good safety record we had," said
Marc Hunt, treasurer of the Nanta-
hela Outdoor Center. "Because of the
crisis of the hard market, we were an
easy target to run away from."

While coverage is again available
for Nantahela's rock climbing and
bicycling programs, it has not rein-
stated these programs mainly be-
cause they were not a major part of
its operations, Mr. Hunt said.

The outfitter now mainly runs

Insurers and the

recreation industry
'have gotten to know
each other better,'

says Marc Hunt.

white water rafting and canoeing
trips in the United States and for-
eign countries and hosts about
100,000 people a year, 1VIr. Hunt said.

Nantahela's $500,000 in general li-
ability insurance is written by Fron-
tier Insurance Co. of Monticello, N.Y.,
and covers lawsuits brought in the
United States but not in foreign
countries. Nevertheless, the center
continues to run rafting and other
outdoor adventure trips outside the
United States, Mr. Hunt said.

"We just hope we won't be sued
in a foreign land," he added.

Nantahela also has $500,000 in lia-
bility coverage excess of the primary
policy that exclusively covers rafting
trips on the Ocoee River in Tennes-
see. The Tennessee Valley Authority,
which controls the Ocoee River, re-
quires $ 1 million in liability coverage
of all river trip sponsors.

Landmark America Insurance Co.

m Englewood, Colo., writes Nanta-
hela's excess policy.

The outfitter pays $50,000 to
$60,000 in premiums for both poli-
cies, Mr. Hunt said.

The availability and affordability
of coverage can partly be attributed
to the soft market, but "the big dif-
ference between 1985 and today is
the fact that insurance companies
and the recreation industry have got-
ten to know each other better," Mr.
Hunt said.

"The prime reason insurance cov-
Brage is available and affordable is
because smaller insurance companies
are looking for niches where they can
work closely with an industry and
inderstand its exposure and poten-
tial for losses better. These insurance

'ompanies that specialize in the rec-
reation industry will be here if there
Ls a downturn in the market," Mr.
Hunt added.

Campgrounds also have benefited

from insurance market changes.
In 1987, the Mount Rushmore

Kampgrounds of America franchise
in Hill City, S.D., had difficulty find-
ing affordable liability coverage for
its water slide.

"At that time, the minimum pre-
mium for the water slide was larger
than our gross coverage pre-
mium....We had to close the slide

down and then reopen it once the
insurance was available," said Al
Johnson, vp of De Smet, S.D.-based
Satellite Cable Services, which owns
the Mount Rushmore KOA.

After several weeks without cov-

erage in 1987, the KOA franchise
purchased $500,000 in liability in-
surance for the slide from Golden

Eagle Insurance Co. of San Diego,
though the coverage cost about 20%
more than the previous year's price.

While Mr. Johnson jokingly admits
his campground is a "real insurer's
nightmare" with 325 camp sites, a
water slide, hot tubs, trail rides and
propane sales, he was able to obtain
insurance this year from New York-
based Continental Corp. for all the
campground's facilities except the
water slide and trail rides. The camp-
ground has $1 million in primary
liability coverage and $2 million in
umbrella coverage.

The water slide is now insured

through R.J. Salisbury & Associates
of Bountiful, Utah, a managing gen-
eral agent for Utah Home Fire Insur-
ance Co. of Salt Lake City, at a pre-
mium that was "a little less this

year."

Liability coverage for the trail
rides is written by syndicates on the
Illinois Insurance Exchange, Mr.
Johnson said, at a "better deal" than

two years ago. His coverage has in-
creased to $500,000 in limits from

$300,000 for the same premium.
Bill Lenssen, owner of a KOA

franchise in Daytona Beach, Fla.,
also had to eliminate a water slide

and horseback riding from his camp-
ground during the hard market.

In 1987, the campground's prop-
erty/casualty insurance premiums
were raised to $34,000 for $2 mil-

lion in umbrella coverage under-
written by CIGNA Corp., compared
with $18,000 for a $5 million policy
in 1984.

But the KOA campground now has
$1 million in primary coverage and
$3 million in umbrella coverage un-
derwritten by CIGNA and brokered
by Jim Calfee Insurance Agencies
Inc. of Broomfield, Colo.

But because the campground has
made some major changes, it is dif-
ficult to compare current premiums
to those in 1987, Mr. Lenssen said,
yet he noted costs have not risen and
the camp now has more coverage.

During the hard market, higher in-
surance costs forced Mr. Lenssen to

raise camping rates $2 per night to
$17 for an overnight stay. Although
the current rate-$20 per night-is
higher, it is largely due to renova-
tions at the campground and not in-
surance costs, he said.

However, Mr. Lenssen has chosen
not to reinstate the water slide nor

horseback riding. Instead, half of the
campground has been converted to a
mobile home park and renovated to
appeal to large groups and conven-
tions, he said.

Mr. Lenssen attributes his afford-

able insurance costs to the "meticu-

lous safety-oriented program" insti-

tuted by Jim Calfee Insurance
Agencies.

Because the agency visits and
audits each camp for potential liabi-
lities to suggest improvements be-
fore placing the camp's insurance,
the Calfee program has made a big
difference in the way camps are in-
sured, Mr. Lenssen said.

The Calfee safety guidelines have
been developed for a range of spe-
cific activities that are becoming
popular in resort or "destination"

campgrounds, such as water slides,
horseback riding and other non-
camping attractions, explained Jim
Calfee, president of the agency,
which places insurance for 1,760
campgrounds, including 297 KOA
franchises.

Coverage is available for these ac-
tivities as long as the owner adheres
to the safety guidelines, he said. Be-
cause of these guidelines, the loss
ratio on the agency's book of business
from campgrounds over the past five
years has been 38%, whereas the
campground industry's loss ratio
during the same period has been 93%,
according to Mr. Calfee.

Due to his 14-year-old program,
Mr. Calfee said he has been able to
secure coverage for campgrounds
with CIGNA and has "weathered the

worst times of the market."

In response to the crises of the last
hard market, alternative risk financ-
ing facilities and new insurers were
formed to insure recreation risks.

One Barbados captive, Evergreen
Indemnity (Barbados) Ltd., provides
liability, property and inland marine
coverages to privately owned U.S.
campgrounds.

The captive, founded in 1986,
offers $500,000, $1 million and $2
million in limits for occurrence-based

coverage, said Dick Hartford, presi-
dent of International Insurance Ser-

vices in Lewiston, Maine, which
manages the captive on behalf of
Twenty First Century Management
Co. Ltd. of Barbados.

The market for campground cov-
erages has softened compared with
the hard market of the mid-19805,
he said.

"The reason the market opened
like it did now...is because a group
of campground owners got together
and started their own insurance com-

pany," YIr. Hartford said.
A market for water park liability

coverage formed in 1987 is T.H.El
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Insurance Co. of Metairie, La., a sub-
sidiary of Allied Specialty Holding
Co. of St. Petersburg, Fla.

T.H.E. began offering $1 million
in liability coverage for water parks,
water slides, amusement parks and
other amusement facility risks. The
insurer now offers limits up to $2
million, said Charles T. Landrum,
director of the insurer.

Premium volume is down 10%

compared to 1987, he said, due to
the competitive market. And because
of reduced premiums, the insurer's
loss ratio is going up, he said.

Mr. Landrum said that T.H.E.'s
rates are about 15% to 18% lower

than in 1987, but he believes that
the property/casualty insurance in-
dustry's rates as a whole are 50%
lower compared with 1987.

Despite the lower premium vol-
ume and reduced rates, T.H.E. will
write coverage for water and amuse-
ment parks for the "long haul as
other companies enter and leave the
market throughout the soft and hard
markets," Mr. Landrum said.

However, he said he believes that
the hard market is just around the
corner. "As the market turns again
in 1990-91, I expect premium vol-
ume to increase again," he said.

Like other summer recreation acti-

vities, amusement parks are enjoying
the ride through the soft market.

"There is no crisis of availability"
for amusement parks, said Bruce A.
Esselborn, president and chief execu-
tive officer of United Capitol Insur-
ance Co. in Atlanta.

The surplus lines insurer, which
was formed in 1986 at the height of
the hard market (BI, Aug. 11, 1986),

WHY RIMSNET.

originally wrote a larger amount of
amusement park business, he noted.
United Capitol currently specializes
in product liability coverage and cov-
erage for asbestos abatement con-
tractors.

"In 1986 you couldn't even get cov-
erage. In 1987 and 1988, yes, you
could get it, but at what price? Today
we're approaching palatable levels,"
says Phil Coulson, president of the
entertainment division of Haas-Wil-

kerson & Associates, a managing
general agency in Kansas City, Mo.,
that places liability coverage for
some amusement risks.

Although the amusement park in-
surance market has softened and

terms and conditions offered have

substantially improved compared
with a few years ago, the cost of
insurance remains relatively expen-
sive because of the perceived risk in-
volved, said Joe E. Yungel, president
of Associated Underwriters Inc. of St.

Petersburg, Fla. The wholesale bro-
ker specializes in placing coverage
for amusement parks, water slides
and small recreation facilities.

"The problem is not the number
of accidents, but the sophistication
of the equipment. It.used to be that
the biggest thrill was the merry-go-
round and now it's the faster the

roller coaster is," Mr. Yungel said. I
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Brokers' results few years is paying off for the bro- A&A reported a second quarter half of 1988 However, last year's terms of its 1987 purchase agreement
ker in the current soft market, ac- pretax gain of $53 million from its first half results were distorted by a (BI, July 17)

Cont:nued from page l cording to Mr Seifer sale of real estate in the United non-recurrmg first quarter aftertax • $19 million to increase the re-
director of research for Interstate/ Its consulting revenues ]umped Kingdom gain of $73 9 million from the bro- serves of two discontinued foreign
Tohnson Lane in Atlanta 20% in the quarter to $190 5 mil- In addition, in both the first and ker's sale of ltS 299% stake in Lon- reinsurance underwriting subsi-

After three years of property/ca- lion from $1588 million in 1988 second quarters, A&A purchased an- don broker Minet Holdings PLC dianes now m runoff and to estab-
sualty rate cutting, mvestors "are be- And, m the first half of 1989, M&M's nuities to *fund the pension obliga- (BI, Feb 1,1988, Dec 14,1987) lish reserves for pending securities
ginning to anticipate a decrease in consulting revenues rose 21 1% to tions of some of its U S retirees Also dunng the first half this year, litigation
competition over the next 12 S3685 milhonfrom $3042 milhon m Because lt no longer owes a pen- an increase in the frequency and se- Reliance Group Holdings Inc,
months," Mr Rosencrants explained 1988 sion obligation to those retirees, it verity of claims against Corroon & Hall's ma]or shareholder, lS invest-

"We're turning up the heat on (bro- "Our consulting business is see- reduced its expenses by $69 mllhon Black's small life, accident and ing another $50 million in Hall to
ken stocks, and we're a httle more mg very sohd performance18% to in the second quarter and by $7 9 health insurer subsidiary, Consumer help the broker offset the second-
aggressive in recommending them," 20% growth, excluding acquisitions, million m the first quarter (BI, May Benefit Life Insurance Co of Nash- quarter loss In return, Reliance iS
said Ira H Malis, securities analyst for the last four to 40 years," said J 15) ville, Tenn, prompted the broker to receiving a new issue of convertible
with Alex Brown & Sons Inc m Bal- Michael Bischoff, vp-corporate de- The "upside" of A&A's pension an- add about $1 5 million to the the in- preferred stock (BI, Aug 14)
timore velopment group nuitization "is that it takes expenses surer's reserves The broker also re- The Hall executive said the bro-

While Investors may have to wait "The strongest part of M&M's off their income statement," noted underwrote the insurer's book of ker is confident it is now on the
until at least next year before rls- business now (m terms of profitabil- Shearson Lehman's Mr Smith "The business right track and that ltS discontin-
ing insurance rates boost broker ity) is consulting, the biggest portion bad news is that it's a cash event" for "We don't anticipate any further ued operations losses are behind it
profitability, "it may be better to be a of which 15 employee benefits con- the broker, since the broker paid cash (reserve) deterioration We feel the But, analysts have mixed opinions
little earlier than to miss the move," sulting," Mr Rosencrants said "The for the annuities, he said company now has adequate re- on Hall's future
Mr Malis observed outlook for employee benefits con- "We felt that given the softness serves," Mr Cuthbert said Mr Malis of Alex Brown is con-

"There isn't going to be a whistle sultmg is exceptionally bright " of the market, our results were pretty However, Shearson's Mr Smith fident that Hall will survive its cur-
blown to say, 'Buy nowl"' the mi- In addition, M&M's revenues from good The strength of the dollar anticipates that problems related to rent problems, and he views the bro-
nute the Insurance market stabilizes, investment management subsidiary agamst the pound (sterling) hurt us this book of business will hnger "a ker's revenue growth and new
Mr Malis added Putnam Inc grew 2 1% m the second agamst our revenue line," said A&A little bit longer than they beheve " busmess development m the second

Earnings potential for investors in quarter to $671 million from $657 Senior Vp and Chief Financial Offi- Mr Smith said that when Con- quarter as positive signs
brokerage stocks during a hard prop- million For the first half, Putnam cer Paul E Rohner sumer Benefit Life's book of busi- He also predicts that Reliance will

erty/casualty insurance market is revenues grew 2 3% to $133 3 milhon "Had we not had any change m ness was re-underwritten, the chents either sell Hall outright or first take
high, he said, pointing out that while from $130 3 million in the first half of the currency rate, our revenues with the best loss experience went to the company private, clear up its
stock values in general rose about 1988 would have been up about 4% in other insurers for a better pnce, leav- problems and then sell it
50% between mid-1984 and 1986, "Putnam is maintaining solid the quarter We see that as pretty ing behind policyholders with ad- Shearson Lehman's Mr Smith is
when the hard market was in full growth m earnings, and expenses are good performance," he added verse loss expenence not quite as optmustic about Hall's
force, brokerage stocks' values up only 4% from last year," Mr Bls- However, Mr Rohner noted that Thus, "you end up with a book of prospects, but he observed "If there
iumped an average of 150% durmg choff noted the exchange rate also helped reduce business that wlll never have a cor- lS a bnght spot here for the company,
the same period M&M's insurance services reve- A&A's expenses The broker's rect pnce," Mr Smith said lt lS that Saul Stemberg has agam

"We think it'S a little risky for But, analysts note that despite cur- demonstrated his commitment to the
institutional investors to not buy bro- rent problems m Corroon & Black's company through his mvestment of
ker stocks They are not any more ex- First=half 1989 broker results reinsurance brokerage and hfe/health another $50 milhon," he said, refer-
pensive relative to the market now insurance operations, the broker has rlng to Rehance's major shareholder
than they were before the 1984 Results are reported in thousands of dollars positioned itself well for a turn in the and Hall's former chairman and chief
move," Mr Malis said Gross % Net % property/casualty insurance market executive officer

Mr Rosencrants said he has also Broker revenues change Income change through a series of strategic acquisi- "Clearly, he is going to end up
recently "turned a notch more pos-

Marsh & McLennan $1,229,000 5.5% $165,600 -3.2% tions over the past few years owmng Hall," Mr Smith predicted
itive on the group, with the excep- "We unll look back and say that But, Mr Rosencrants stressed that

tion of Hall, where problems con- Alexander & Alexander 622,100 1.5 37,300 1.9 they made acquisitions at the right "Rehance has no alternative but to
tinue to be extensive " Corroon & Black 229,722 11.2 18,326 -80.81 time in the cycle," Alex Brown's Mr continue to pour money mto Hall If

But, Shearson Lehman's Mr Smith
Frank B. Hall 103,993 7.3 -60,809 N/M

Malis said Rehance Group fails to provide Hall
feels that broker stocks have "been But, Mr Rosencrants of Interstate/ with additional financing, Hall
making a big move in the absence of Arthur J. Gallagher 78,999 7.3 5,784 -0.4 Johnson Lane cautions that Corroon would immediately default on ltS
fundamentals " Hilb, Rogal & Hamilton 31,539 17.8 3,365 30.5 & Black needs to "look more care- debt and would seek protection from

He agreed, though, that "it looks fully" at its expenses, because ltS creditors by fihng for bankruptcy,"
like mvestors are willing to ride out

Poe & Associates 19,182 1.8 2,021 -27.5 pretax profit margin dipped to 13% he said
up to 15 to 18 months of bad news to ' 1988 first-quarter income includes a net aftertax gain of $73 9 million from the sale 01 its equity Interest in the first half of 1989 from 16 9% in It would cost Rehance if it allowed

be m there when the market turns " In Minet Holdings P LC N/M-Not meaningful the first half m 1988 Hall to go under, because Reliance
Like Mr Smith, analyst David Source Company repons The broker already lS addressing would "then be forced to wnte down

Seifer, vp of Donaldson, Lufkin & this issue, according to Mr Cuth- its nearly $150 milhon investment in
Jenrette in New York, is not so op- nues, meludmg brokerage and rem- operating expenses grew only 08% bert For example, it currently is an- Hall preferred stock potentially to
tlmistic about the earnings potential surance brokerage, grew only 1% m m the quarter alyzing its subsidiaries on an offlce- zero," Mr Rosencrants pomted out
of broker stocks the second quarter to $348 7 million "A&A's expense control was ex- by-office basis "to make sure they are Moody's Investors Service last

While mvestors are anticipating a from $3455 million in the second cellent," Mr Mails said, addmg that domg everythmg feasible to minimize week downgraded its ratings on both
"soft landing by the end of the year quarter last year the quarter was m hne with his ex- their expenses " Hall's subordinated notes and the

in terms of market competition and And, insurance services revenues pectations Frank B. Hall broker's cumulative convertible pre-
an upturn m pncing m 1990, I think were down 0 5% in the first six Interstate/Johnson Lane's Mr Ro- ferred stock, statmg that the "action
that's too early," Mr Seifer said months of 1989 to $727 2 million sencrants said A&A's second quarter Frank B Hall reported that ltS reflects the company's ongoing losses

"Our approach has been that the from $730 8 milhon m the same pe- was "a little better" than he had ex- gross revenues in the second quar- from discontinued operations, its
fundamental outlook isn't there, and nod last year pected "The steps they are taking ter increased 4 3% to $93 million negative net worth and its contingent
the earnings aren't there We're say- Mr Bischoff considers M&M's continue to be positive, and I'm en- from $89 2 milhon in 1988 And, for habilities"
ing hold at these levels," Mr Seifer abdity to maintain its 1988 revenues thusiastic about their prospects for the first half, Hall reported a 11% Arthur J. Gallaghersaid from brokerage operations m 1989 as the future," he said gam m gross revenues to $1932 mil-

Despite the stock market's recent an accomplishment However, A&A's pretax profit hon from $191 2 milhon last year Gross revenues at Rollmg Mead-
enthusiasm for broker stocks, bro- "In this type of a market environ- margin is "stlll lower than all of the However, Hall reported a net loss ows, Ill -based Arthur J Gallagher
kers and analysts agree that the com- ment, where you see a contmuation other healthy brokers," Mr Rosen- of $60 8 milhon m the second quarter grew 91% in the second quarter to
petitive property/casualty msurance of marked rate competition and pre- crants pointed out -$10 8 milhon on continuing opera- $38 5 million from $353 million in
marketplace-which has slowed bro- mium reductions, to perform well re- He noted that while A&A's pre- tions and $50 milhon from discontm- 1988 First-half revenues rose 73%
ker revenue gams and eroded most quires strong new business efforts tax margin for the first half was ued operations-which brought its to $79 nullion from $736 milhon in
brokers' net incomes over the past and expense control," Mr Bischoff 10 7%, it was only about 8% when fust-half net loss to $63 9 milhon (BI, 1988
two years-continues to run its said the non-recumng gams from the real Aug 14) Net mcome rose 34% m the sec-

course Excluding the effects of the for- estate sale and penmoh annuitization In comparison, the broker reported ond quarter to $19 milhon from $18
"The pressure on our top hne reve- eign exchange rate, expenses for are excluded a $7 1 milhon loss m the second quar- million in the second quarter last

nues contmues as premium rates re- M&M's Insurance services operations Corroon & Black ter of 1988 and a $1 4 milhon net loss year But, net mcome for the first half
main at current depressed levels," were flat in 1988 and have grown in the first half of 1988 dropped 04% to $578 milhon from
said Michael J Cloherty, Gallagher's only 3% m the first half of 1989, he New York-based Corroon & A Hall executive attributed the loss $5 8 milhon a year ago
vp of fmance added Black's gross revenues grew 95% m from continuing operations to nu- Gallagher managed to "substan-

"The market lS Stlll soft and con- M&M 15 "really keeping its ex- the second quarter to $110 1 million merous factors the soft market, ex- tially offset" the pressure of mar-
tinues to drlft downward, although penses down" throughout its oper- from $100 5 milhon in 1988's second penses generated by the broker's ag- ket conditions "by strategic new
the amount of rate decreases is much ations, agreed Mr Seifer of Donald- quarter First-half gross revenues gressive hiring of seasoned broker business development in the risk
less than it was a year ago," observed son, Lufkin & Jenrette grew 11 2% to $229 7 million from talents over the past 12 months, a management area, along with the
Wilham F Poe, chairman of Tampa, M&M also has the highest pretax $206 6 milhon m 1988 widespread employee educational cost controls we implemented in
Fla -based Poe & Associates Inc profit margin of all the publicly However, the broker's net income program and automation enhance- 1988," said Mr Cloherty

Marsh & McLennan traded brokers at 23 6%, according dropped 24 9% m the second quarter ments Mr Malis noted that Gallagher's
to Mr Rosencrants This figure is to $6.2 milhon from $83 milhon m Many of the new hirees are operat- second-quarters are "by far its smal-

At New York-based M&M, the amved at by dividing pretax earn- the same period last year mg under two- to three-year non- lest quarters" but that the broker's
world's largest insurance broker, mgs by gross revenues Vp and Controller Robert P Cuth- compete agreements with their for- results were "m hne" with his expec-
gross revenues grew 64% m the sec- Alexander & Alexander bert attributed the earnings drop m mer employers and thus are not yet tations
ond quarter to $606 3 milhon from the quarter m large part to "further generatmg busmess at their full po- And Interstate/Johnson Lane's Mr

$570 million in the second quarter A&A, the world's second-largest deterioration m the profitability" of tential, he explained Rosencrants observed that an exami-

last year And, m the fust six months insurance broker, reported 21% Corroon & Black's remsurance bro- The loss from discontinued oper- nation of Gallagher's third-quarter
of 1989, the broker's revenues rose growth in revenues in the second kerage group because of rate compe- ations mcluded results wall be more meanmgful be-
5 5% to $1 23 billion from $1 17 quarter to $319 6 milhon from $312 9 tition and high msurer retentions • $16 milhon to fund Hall's por- cause the quarter is a larger revenue-
bilhon m the hrst half of 1988 milhon in 1988 Revenues grew 1.5% Earnings suffered in the quarter tion of a $48 mlilion settlement with generatmg quarter for the broker

M&M's net income rose 0 4% in in the fiat half to $622.l milhon from also because of "adverse develop- the New York Insurance Department Mr Rosencrants also noted that

the quarter to $77 3 nullion from $77 $612 9 million in the first half in ments within our hfe and health di- of htigation involvmg its former un- Gallagher's first-half pretax profit
milhon m 1988 But in the first half, 1988 vision," he said derwritmg unit, Union Indemnity In- margm was 116%
M&M's net mcome fell 3 2% to $165 6 A&A's net mcome rose 25 9% m "Except for our hfe and health di- surance Co of New York (BI, June 5)
million from $171 1 milhon in the the second quarter to $25 3 milhon vision, earnings were in line with • A $15 milhon wnte-down of its Hilb, Rogal & Hamilton
first half of 1988 from $20 1 milhon m 1988, while net our expectations," he added. mvestment m former claims adlust-

M&M's diversification into em- income increased 19% in the first In the first half, Corroon & Black's mg subsidiary Adjustco Inc Hall re- & Hamilton reported a 13 1% gain
ployee benefits consulting and in- half to $373 milhon from $36.6 mil- net mcome plunged 80 8% to $183 gamed a 49% stake m the company m second-quarter gross revenues tc
vestment management over the last lion m 1988
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Model form
Continued from page 3
vironmental claims are much

broader," pointed out R. Bruce
Stephen, vp-claims department for
Reinsurance Corp. of New York,
which is another member of the

study group.
"All carriers have some exposure

to environmental claims and the

nature of the claims themselves is

very complex, involving multiplic-
ity of dump sites and people doing
the dumping" and often involving
incidents spanning a number of
years, Mr. Stephen explained.

In addition, there is no "easy
definition of loss," since environ-
mental claims can involve such

variables as diminished property
value and any number of different
illnesses, Mr. Stephen added.

Mr. Preller said basic claims re-

porting forms in use usually in-
clude such standard information as

policy number, policy period, date
of loss and a description of loss or

REINSURANCE:

A VITAL LINK

statement of facts.

But, when reporting environ-

mental liability claims, the ceding
company may simply list "environ-
mental," or "dump site" under the
description of loss, Mr. Preller ex-
plained.

The reinsurer then has to contact

the ceding company for further in-
formation to determine whether

losses would be covered under the

reinsurance contract, as well as to

determine the appropriate loss re-
serves to establish for future

claims, he said.
Additional information re-

quested on the study group's
three-page model form includes:

• A description of the policy-
holder and the status of litigation
pending against the policyholder.

• A site analysis, including the
number of defendants, the years in
which the site was in active use

and the date of discovery of con-
tamination.

• The nature of the claims, such
as whether they allege property

Over the next weeks Bl will publish two more
feature issues on a vital link in the insurance chain:

Reinsurance. Bringing information critical to the

commercial insurance buyer, Bl provides readers
with what they need to know about all aspects of the
insurance chain to make solid decisions.

Business Insurance links one market segmem to
the next by reporting news and trends that impact
commercial insurance markets. That's why loyal
readers turn to Bl first each week for news and

market indicators.

Lock into a position of strength by advertising in
these Reinsurance feature issues from the one

publication that brings the commercial insurance
industry together: Business Insurance.

September 18
Reinsurance: Monte Carlo

Rendez-Vous Report
Ad close: September 5

Bl editors will report on the course of events,

discussions, and thoughts of industry leaders

attending the largest and most important gathering of
reinsurers from around the world. The focus will

be on year-end reinsurance renewals
and how this will affect

the primary market.
Watch for details on another

upcoming REINSURANCE issue:

November 6

TRENDS & ISSUES
Ad close: October 24

damage or bodily injury, and the
total estimated cost of the claims.

• Details about the status of the

cleanup process.
• The number of plaintiffs and

their alleged injuries or damages.
• How claims are being handled,

including coverage defenses used

The form was sent

to the Justice

Department 'strictly as
a matter of caution,'

Mr. Stephen says.

by the primary insurer to avoid lia-
bility for the claim like "late no-
tice, "',pollution exclusion"or
"owned property exclusion."

Whether an insurer believes it is

liable or not, it must notify its
reinsurers of environmental liabil-

ity claims to protect its reinsur-

gj\»Sh \ f

9--3 1

f

- I
»

f

n' / i-i

I ./

j
Y

ji

New York: 212/210-0228 · Chicago: 312/649-5276 • Los Angeles: 213/651-3710

ance. With the increasing number
of environmental liability claims
filed with insurers, reports to rein-
surers have been multiplying.

The study group "initiated an
exchange of information regarding
environmental claims to find a way
to help cedants and reinsurers ex-
pedite the handling of these
claims," Mr. Kay explained.

This exchange was accomplished
through informal meetings with
major ceding companies and rein-
surance intermediaries like Guy
Carpenter & Co. Inc. in New York,
Mr. Stephen said.

"This is the first attempt we are
aware of where ceding companies,
reinsurers and brokers were all

sort of brought into a process" to

develop a common model reporting
form, noted Jamie Stirn, an asso-
ciate with Preston, Thorgrimson,
Ellis & Holman.

The study group was originally
formed in 1986, not to design a re-
porting form, but to develop back-
ground information on environ-
mental claims-such as where

potential claims could arise and
what knowledge reinsurers and
ceding companies would need to
handle these claims-and to track

changing environmental laws, Mr.
Stephen said.

Discussions about a model en-

vironmental reporting form began
when "we realized that there was

no consistency in the information
being received by reinsurers" on
claims reports, he added.

Mr. Kay said "in a situation
where a ceding company is on a
treaty with multiple reinsurers, it
would have to report the claim to
all of the reinsurers separately. It
facilitates matters if the cedant

can fill out one report and submit
it to all the reinsurers."

Mr. Stephen said that the form
was submitted to the Justice De-

partment's Antitrust Division
"strictly as a matter of caution.
One of the concerns at the time

we were developing the form was
the rash of antitrust litigation

Broker results
Continued from previous page
$14.7 million from $13 million in
1988's second quarter. First-half rev-
enues grew 17.8% to $31.5 million
from $26.8 million last year.

Net income rose 17.6% in the sec-

ond quarter to $917,000 from
$780,000 in 1988. For the first half,
net income jumped 30.5% to $3.4 mil-
lion from $2.6 million in 1988.

President Robert H. Hilb is "ex-

tremely happy" with HRH's second-
quarter results. While policies "ren-
ewed at a lower premium, on aver-
age, than in 1988, that was offset by
our strong sales results and our ac-
quisition program," he said.

The broker's strategy of acquisi-
tions and new business development
"is still working in this market," Mr.
Hilb said. "And, if prices firm, I think
we will have some outstanding
years," he predicted.

"We contmue to recommend Hilb

stock," Mr. Malis said. "It proba-
bly has the most excitmg long-term
prospects among the smaller com-
panies," he added.

"We've been pounding the table
on HRH," Mr. Rosencrants agreed.
"We're excited about its Mam Street

book of business strategy, which re-
duces volatility, and about its
growth."

"I continue to have high regard
for its strategy, management and
long-term outlook," he added, point-
ing out that M&M is the only public
broker with a profit margin exceed-
ing HRH's 14.4% margin.

Poe & Associates

Poe & Associates' gross revenues
grew 8.5% in the second quarter to
$9.3 million from $8.5 million last
year. In the first six months, reve-
nues grew 1.8% to $19.2 million from
$18.8 million in 1988's first half.

But, Poe's net income dropped
13.8% in the second quarter to
$791,000 from $918,000 in the sec-

coming out," he explained.
Mr. Preller agreed. "Our cedants

should be satisfied that they don't
have to shy away from use of such
a form for fear of potential viola-
tion of the antitrust act," he said

after the Justice Department ap-
proved the form July 21.

The Justice Department's review
letter states: "Although your busi-
ness review request states that

there will be no express agreement
among reinsurers or among pri-
mary insurers to use the proposed

form, the Department cannot fore-
close the possibility that joint ac-
tion to adopt and promote the form
would result in widespread adop-
tion of the proposed form.

"We believe, however, that such

a result would not be anticompeti-
tive and therefore would not be a

basis for challenging the underly-
ing agreement."

Mr. Stephen said that interested
cedants, intermediaries or rein-
surers can adopt the reporting
form as is, modify it or not use it at
all.

"It's just an information form
that includes the kind of informa-

tion needed to handle an environ-

mental claim," he said.

While "it is very unlikely that
the form could be filled out com-

pletely right at the outset, as the
ceding company develops this in-
formation, it can supply more and
more information to the rein-

surer," Mr. Stephen added.
Other members of the study

group included: Northbrook, Ill.-
based Allstate Insurance Co.; the

U.S. arm of Hamburg, West Ger-
many-based Hamburg Interna-
tional Reinsurance Co. in Orlando,
Fla.; Philadelphia-based Philadel-
phia Reinsurance Corp.; St. Paul,
Minn.-based St. Paul Reinsurance

Management Corp.; and Hamilton,
Bermuda-based Walton Insurance

Ltd.

The Nordic Information Office

on Asbestos Claims, a group of
Scandinavian reinsurers, also par-
ticipated in the study group. I

ond quarter of 1988. And for the
first half, net income fell 27.5% to
$2 million from $2.8 million in 1988.

Poe's second-quarter purchase of
Dean Davidson Insurance Agency
Inc. in Phoenix was responsible for
the broker's slight increase in gross
revenues in the second quarter, Mr.
Poe explained. Second-quarter re-
sults would have been flat otherwise.

But, "we considered it a good quar-
ter under the circumstances," said
Mr. Poe, citing property/casualty rate
competition.

The broker's general expenses also
increased slightly in the second quar-
ter, he added.

None of the analysts contacted
track Poe's results.

Rollins Burdick Hunter

Chicago-based Aon Corp. also has
released second-quarter results,
which include the results of its bro-
kerage unit, Rollins Burdick Hunter
Group.

RBH Group reported that second-
quarter gross revenues grew 5.8% to
$71.4 million from $67.5 million in
the second quarter last year. Reve-
nues in the first half increased 10.2%
to $147 million from $133.4 million in
1988.

However, pretax income in the sec-
ond quarter fell 26.5% to $7.5 million
from $10.2 million in the second
quarter of 1988. For the first half, net
income dropped 19.7% to $16.9 mil-
lion from $21.1 million in the first
half last year.

"Continued investments in our re-

tail brokerage operations, coupled
with the ongoing competitive rating
environment, were the elements
which led to our margin results bemg
below expectations in the second
quarter," said Arthur F. Quern,
chairman, president and chief execu-
tive officer of Rollins Burdick Hunter

Co., the group's retail brokerage af-
filiate. •
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Destroyed files retention and destruction program," Sklodowski's rulmg Update-
said Mr Harper Mr Mansfield said Liberty Mutual

Continued from page 2 However, because U S Gypsum "will seek legal recourse' from Judge
documents were destroyed by ware- had previously made inquiries to Sklodowski's decision
house employees two years before the Liberty Mutual about its coverage, Litigation between policyholders D&0 shield discretionary: Court
litigation was filed and that the em- tne coverage cards relating to its po- and insurers over the content of very Continued f'rom page 2
ployees had not consulted the claims Lcies had been copied and saved old policies is becoming more and not apply when a company has insufficient assets to pay damages
or legal departments But U S Gypsum alleged that more frequent, attorneys say The defendants include officers and directors of Optimum, parent

U S Gypsum m 1983 sued 22 m- there was no way to decipher the "This is growing body of law," said Optimum Holdmg Corp of New York, and Ideal Mutual Insurance
surers, including underwriters at codes on ltS coverage cards without N Douglas Martin, assistant vp and Co of New York, an insolvent insurer that owned 51% of OHC
Lloyd's of London, for coverage for looking at all the cards Liberty Mu- counsel for Fireman's Fund Insur- Some defendants are appealing the appellate decision
asbestos claims U S Gypsum has tual wrote during the relevant time ance Cos in Novato Calif Fireman's
been named m more than 11,000 state period Fund, like many insurers, is currently
and federal lawsuits allegmg bodily Ruling for U S Gypsum, Judge involved in several similar cases, he Fire suit seeks punitive award
injury from asbestos products the Sklodowski called the destruction of said

SAN JUAN, Puerto Rico-U S District Court Judge Raymond Lcompany made until the mid-1970s the coverage cards "a smokmg gun," "It is very troublesome for former
In addition, U S Gypsum has been and ruled that the policies wntten by insureds and the insurance company Acosta has given defendants m the San Juan Dupont Plaza hotel

named m nearly 150 asbestos prop- Liberty Mutual cover product habil- to go back and determ_ne the sub- fire litigation until today to respond to plaintiffs' motion seekmg a de-

erty damage lawsuits tty claims stance of policies written 40 years termination of whether they can seek punitive damages
While prohibited under Puerto Rican law, punitive damages canThe first phase of the massive cov- Judge Sklodowski also said he saw ago," explamed Mr Martm

be awarded under federal law or the laws of other lunsdictions involvederage litigation involved a dispute evidence suggestmg that Liberty Mu- Often insurance documents more

between U S Gypsum, Liberty Mu- tual handled two product liability than 20 years old are routinely des- in this multidistnct litigation, argue plaintiffs' attorneys

tual and Transamerica Insurance Co , cases for U S Gypsum during the troyed by insurers as part of their Judge Acosta on Aug 11 had ordered sealed court documents to

on behalf of New York Casualty In- disputed policy period He also noted normal document retention and de- be opened, which revealed that 39 of the more than 80 remaining

surance Co, over the substance of that the 71-year-old underwriter of struction program, he said defendants have signed a lomt defense and judgment/settlement sharing
agreement Among other things, the pact prohibits those defendantslost insurance policies New York the U S Gypsum account testified "This is a very paper-intensive
from bringing evidence agamst each other m court and from settling outCasualty's business was acquired by that the asbestos producer always business," said Mr Martin "The rele-
of court-alone or as a group-without malority approvalTransamerica purchased very broad coverage vance of materials over a 20-year pe-

Subsequent phases of the trial will In addition, Judge Sklodowski nod of time is questionable " The plaintiffs earlier this year reached a $108 million out-of-court
settlement with several defendants (BI, May 15)deal with specific policy provisions ruled that the disputed New York Furthermore there are no laws re-

and counterclaims from the msurers Casualty policy also provided prod- quiring msurers to keep documents The Dec 31, 1986, fire at the hotel 1nlled 97 people and injured
more than 100 others (BI, Jan 12, 1987, Jan 5, 1987)In the first phase, U S Gypsum uct liability coverage for decades, he said

claimed it had primary product h- The judge reasoned that since a "As a means of managing infor-
ability coverage from Liberty Mu- 1951 policy issued by New York Ca- mation and space, documents must Briefly notedtual from 1943-1949, and both prl- sualty to Gypsum that was a "re- be destroyed," Mr Martin added
mary and excess product liability newal" of one of the disputed 1949- The destruction of old insurance Natural catastrophes caused $1 25 bilhon in insured property dam-
coverage from New York Casualty 1950 pollcies covered product habil- documents has created a whole new age dunng the second quarter of 1989, the highest second-quarter total
from 1949 to 1950 ity, the earlier policies also must have industry of so-called insurance ar- since the msurance mdustry began keeping such records The federal

Liberty Mutual claimed it insured provided product habllity coverage chaeology, which involves piecing to- government says it will not ask the U S Supreme Court to review an
U S Gypsum for property damage There will be subsequent litigation gether a picture of lost pohcles appellate ruling that the government must contribute to an asbestos
and bodily injury claims-but ex- before Judge Sklodowski to deter- Insurance documents more than 30 bodily injury settlement. The 1st U S Circuit Court of Appeals ruled
cluding product liability-from 1943 mine the limits of U S Gypsum's years old are often destroyed or lost, in March that the government must pay one-third of a settlement to a
to 1949 Transamenca, on behalf of coverage as well as battles over ex- said Sheila Mulrennan of Inses-2ran family member exposed to asbestos brought home by a Navy shipyard
New York Casualty, also denied any clusions and coverage clauses Archaeologist Group Ltd in New worker (BI, Apr·110)
product hability coverage "It boggles the mind to attribute York

Two years before this litigation some sort of 111-intent to the destruc- "Insurers have different retention

was filed, some warehouse employ- tion of the documents by Liberty Mu- policies, but it is standard to keep coverage than did Judge Sklodowski conditions of coverage did not change
ees at Liberty Mutual destroyed tual," said Chris Mansfield, general pollcies for about seven years," said In that htigation, which involved from pohey period to policy period, a
index cards that summanzed insur- counsel for Liberty Mutual Ms Mulrennan "Claims files could Shell and 260 of ltS liability insur- proposition that is obviously contrary
ante policies written by the insurer in "The court not only overlooked the be around for 20 or 30 years " ers, the judge was asked to deter- both to common experience and to
the early 1940s fact that Liberty Mutual maintained "I think that an insurer is less mme the terms of lost policies from the policies actually issued for the

U S Gypsum claimed the destruc- and produced copies of the U S Gyp- likely to throw away these kinds of the years 1942 to 1946 period 1946 to 1982 which are m evi-
tion of the cards made lt more difh- sum cards but also did not seem to records today," m light of the cur- Shell argued that by looking at dence "
cult for the policyholder to accurately appreciate the fact that the disposal rent explosion of litigation surround- policies issued by various insurance As a result, Judge Lanam ruled
determine its coverage took place more than two years be- mg long-tall claims, she said companies from 1946 on, the judge in favor of the insurers that Shell

"Sometime after U S Gypsum and fore the U S Gypslim litigation was It is too early in this type of his- should be able to determine the terms did not have coverage pnor to 1946
others began asking for these poli- ever initiated," he said torical coverage litigation to point and conditions of the pre-1946 poh- for an estimated $2 billion to $4
cies, the coverage cards were des- Furthermore, "the employees m- to a trend in the courts, according czes But Judge Lanam said it was billion cleanup of a hazardous waste
troyed," said U S Gypsum attorney volved m the disposal process were to attorneys impossible to determine the scope of site near Denver that Shell used prior
Stephen Harper of Kirkland & Ellis completely divorced from the then- For example, m the massive htiga- old pohcies by looking at subsequent to 1946
in Chicago budcling dispute with U S Gypsum," tion brought by Shell 011 Co, Call- policies A jury later determined that Shell

Furthermore, "The evidence hecontmued fomia Superior Court Judge William "The logical sequence of the in- had no coverage because it expected
showed the documents were des- Mr Mansfield said he was "sur- Lanam held the policyholder to a ference that Shell wished to have and intended to pollute the environ-
troyed outside the normal document prised and discouraged" by Judge much higher standard of proof of drawn is that the material terms and ment (BI, Dec 26,1988) .

Telephone company contracts
Continued from page 2 hospital and major medical coverage municates the terms of the proposal leads to hospitalization Indiana Bell, a subsidiary of Chi-
1990 for workers retinng on or after The company had proposed raising to its members Mr Frazee expects Workers also will receive a $50 cago-based Ameritech, reached a set-
Aug 6, when the CWA contract ex- the deductible to $750 per Individual the pact will be ratified by Sept 15 annual allowance for mammograms tlement Aug 12 with 370 members of
pired and as much as $1,800 per family Under a tentative three-year Southwestern Bell did not win the International Brotherhood of

Also, eight new family care ini- The company also agreed to main- agreement that St Louis-based concessions from labor on other Electrical Workers
tiatives designed to help workers care tam a $1,000 Individual and family Southwestern Bell reached with major health care cost shifting pro- Under the three-year pact, the
for children and dependents will be out-of-pocket maximum for medical 41,000 CWA members in Arkansas, posals, including mitiating worker company agreed to maintain the eur-
implemented The mitiatives Include expenses The company had proposed Kansas, Missouri, Oklahoma and premium contributions for dependent rent hospitalization and major medi-
unpaid leaves of absences with con- raising the maximum to $3,000 per Texas, workers will assume slightly coverage and making retirees meet cal coverage deductible of $150 per
tinuation of health care benefits for individual and $5,000 per family more of the cost of the company's age and service requirements before person up to a $450 maximum family
part of that period and the establlsh- In addition, the agreement would self-msured health care plan they qualify for retiree health care deductible Indiana Bell also agreed
ment of pretax dependent care reim- require workers to obtain pre-autho- For example, deductibles will be benefits at no cost to maintain the 10% copayment
bursement accounts rization for inpatient hospital care, Jennings Wooldridge, northern workers pay after their deductibles

However, the spokesman declined inpatient rehabilitation care and I area director for District 6 of the are met under the company's self-m-
to elaborate until other local issues home health care 'Are we taking steps CWA in St Louis, said the CWA sured indemnity plan, said Tom
were resolved The agreement also creates one agreed to the tentative settlement, Beagley, president of IBEW Local

Formal negotiations were set for health care plan to cover the work- to contain costs? Yes. which he expects will be ratified by 336 in Downers Grove, Ill
last Friday with representatives of ers, who previously were covered Are they enough? We Sept 19, because it was "able to The company had sought to m-
11,000 members of the International under separate plans estabhshed by get rid of the major cost shifting crease deductibles and copayments
Brotherhood of Electrical Workers three U S West Communications don't know,' says a 1SSUeS" In addition, out-of-pocket expenses
union who walked off their jobs at units Pacific Northwest Bell, North- U.S. West spokesman. The company also agreed to other will be maintained at $3,000 per year
Bell Atlantic on Aug 7 western Bell and Mountam Bell benefit improvements, Including per household, Mr Beagley said

Meanwhile, under the tentative "Are we taking steps to contain vA • Increasing the pension formula, However, workers are fully covered
three-year agreement that Eng- costs? Yes Are they enough? We don't which is multiplied by years of ser- after meeting the deductible if they
lewood, Colo -based U S West Com- know," a company spokesman said shghtly increased for hospitalization vice to compute pension benefits, in obtain health care through the com-
munications reached with 42,000 "We don't feel we have to shift costs and ma]or medical services obtained each year of the contract by 3% for pany's preferred provider network
CWA members 1 14 states, the com- to the employee to contain them " outside of the company's preferred workers aged 55 and younger, 4% for Ameritech's support services sub-
pany would offer a PPO option that The settlement also Includes other provider network The individual de- workers aged 55-59, and 5% for sidiary, Amentech Services, reached
would pay 100% of hospitalization benefit Improvements ductible wdl increase $5 each year of workers aged 60 and older a tentative three-year contract with
and major medical charges after de- For example, pension benefits will the contract to $165 from $150 cur- • Increasing maximum vision care 200 IBEW members in Illinois and

ductibles are met if preferred provid- be increased 10% immediately and an rently The deductible for couples and orthodontic benefits by 20% Indiana under which the company
ers are used additional 3% in 1992 will Increase similarly to $315 from • Raismg by 20% the percentage of agreed to maintain deductibles at

Workers that receive care from And, U S West Communications $300, and family deductibles will in- dental charges for which it would $150 per individual and $300 per
providers outside of the network agreed to upgrade both vision and crease to $515 from $500 reimburse workers and increasing family
would be required to pay a 20% co- dental benefits and institute a drug In addition, the copayment for pre- annual maximum dental benefits to Workers are not required to make
payment after the deductible and alcohol abuse treatment pro- ferred physician office visits will in- $1,000 from $750 per person any copayments above the deduct-

U S West Communications had gram, the details of which will be crease to $10 from $5, while the • Implementing a one-year unpaid 1bles when the receive care from
asked workers to assume a 20% co- determined later by a jomt committee mall-order prescription copayment leave of absence program for depen- members of an existing preferred
payment for all health care costs of labor and U S West Communica- will merease to $8 from $5 dent and child care Workers would provider network, but they are re-

U S West Communications also tions management But, the company lowered the ex- receive complete health care coverage quired to pay 10% of the cost of
agreed to maintain the current $450 Bill Frazee, a CWA representative istmg emergency room copayment to dunng the first six months health care obtained outside of the

deductible per household, regardless m Denver, declined to elaborate on $20 from $25 and waived the copay- • Initiating a pretax dependent network, according to an Amentech
of the number of covered bves, for the agreement until the CWA com- ment if an emergency room visit care spendlng account Services spokesman .



Howden trial steal from his Lloyd's syndicates and minally 111 Mr Carpenter, who had

Insurance services guide said he did not know that he owned a been standing trial with Messrs Pos-
Cont:nued from page l share of the purchasing syndicate gate and Grob, was dismissed from
of all charges filed m connection with The acquittals of Messrs Posgate the proceedings last month, also for
the alleged transfer of millions of and Grob cap seven years of mves- medical reasons
dollars of Lloyd's syndicate reinsur- tigation by Lloyd's of London, the The jury, composed of seven men
ance premiums through offshore British Department of Trade and In- and five women, heard testimony forIF YOU INSURE TRUCKING COMPANIES... companies to buy, among other dustry and the City of London's Sen- 15 weeks in one of the most complex

D & A Consultants. thmgs, a Swiss bank ous Fraud Squad Into the Howden and lengthy fraud trials in British
Truck safety and truck accident 5 Both defendants, sitting several affair (BI, Sept 22,1982) legal hlstory
consultants Hdqrs Phoenix, AZ feet from each other in the dock, Allegations against Messrs Pos- The prosecution used computer

- -8-- PO Box 32675 Advertise in
appeared reheved as the lury's fore- gate, Grob and other former How- graphics and called on several expertI,/6- Phoenix, AZ 85064 The Insurance Services Guide!B6605.0 (602)257-8124 man repeatedly answered "not den executives were first brought in witnesses from the London insurance

FAX your classifteds guilty" to each of the 16 charges 1982 after Alexander & Alexander market to explain the workings of the
for the next issue against Mr Grob and to the one Services Inc acquired Howden and, market to the ]UIy

FAX: 312/280-3189 charge pendmg against Mr Posgate while subsequently conducting a "God bless them all, the jury, for
InPhoto Surveillance Turning to face Mr Grob for al- fair-value audit, uncovered account- coming to that decision," said Mr

PHONE: 312/649-5340 most the first time during the 15- ing irregularities and the "disappear- Grob outside the courtroom
USA Contact week tnal, Mr Posgate said, "Ken, ance" of tens of millions of dollars The jury had to deal with ex-

Margaret Hikido, Classified Ad Manager you must be feeling pleased " A&A filed two lawsuits in Sep- tremely complicated issues, Mr Grob
800-822-8220 to reserve space Afterward, Mr Posgate told re- tember 1982 agamst Messrs Posgate noted following the verdict

porters, "I am very pleased I lust feel and Grob and former Howden Direc- However, "it would be awful" to
FAX: 800-752-0720 vmdicated" tors Ronald Comery, Allan Page and deny the nght to trial by lury m com-

Mr Grob, after telephoning his Jack Carpenter, alleging that at least phcated fraud cases, he added
wife with the good news, said "It's $56 million in funds from Howden Mr Grob said the trial and pre-
a huge rehef I have lived with this companies and Howden-managed ce(ling years of investigation had

(EE&D
for so long " syndicates were filtered through been "a tremendous stram "

*Sur."ce $1£.,I/' S,-*Ilists
The Crown prosecution had alleged companies owned by the defendants However, he added that he was

• SOPHISTICATED SOFTWARE that Mr Grob and three other ex- A&A later dropped the lawsuits "particularly pleased for Mr Posgate• QUALNY SERVICE Howden executives, but not Mr Pos- for the return of Howden assets I am a much older man When youSoftware of Florida, inc. • AFFORDABLE PRICING gate, set up a "secret empire" of off- However, Lloyd's disciplinary pro- are 68 you don't take things so hard
shore remsurance companies and se- ceedmgs in 1985 led to the expulsions "I have enjoyed Lloyd's all my

I HEALTH CLAIMS ADMINISTRATIM AND BILLING cret trusts to steal money from of Messrs Grob, Comery and Car- life I have nothing but lovmg af-
I WORKERS' COMPENSATION CLAIMS ADMINISTRATION Howden underwriting subsidiaries penter from Lloyd's and the suspen- fection for the Lloyd's market," Mr

and Mr Posgate's Lloyd's syndicate sion of Mr Posgate from under- Grob said "I wish lt nothing but• FLEXIBLE BENEFITS ADMINISTRATION
fortheir own"criminal ennchment" writing for two consecutive good inthe future "

I COBRA ADMINISTRATION Among other things, the four men six-month penods (BI, July 22, 1985) Mr Posgate, 57, said he planned

MINI, MICRO AND NETWORK BASED SOFTWARE
were accused of using the money to Mr Posgate, formerly one of to celebrate by "going to bed" to

CALL FOR MORE INFORMAnON OR A FREE DEMONSTRATION secretly buy 51% of the Banque du Lloyd's most successful underwriters, catch up on his sleep
Rhone et de La Tamise from How- apphed m 1986 to be readmitted as a "I can't tell you how exhausting(813) 797-7814 den Lloyd's underwnter But Lloyd's re- the court lS," he added "It's been a

2087 U.S. 19 NORTH / SUITE D, CLEARWATER, FLORIDA 34623 Mr Posgate was accused of con- fused, claiming he was not a "fit long time--seven years-longer than
Splrlng to steal money from his syn- and proper person" (BI, July 14, anyone should have to bear "
dicate to buy the bank through the 1986) He refused to answer questions

EXECUTIVE SEARCH CONSULTANTS secret "purchasing syndicate" set up Messrs Posgate, Grob, Carpenter, about Lloyd's or the authonties who
by the four executives, in which Mr Page and Hart were arrested and conducted the investigations
Posgate had a 10% share (BI, May 8) charged in July 1987 for their alleged However, he did say, "I have no

THE WALKER GROUP Durmg the tnal, Mr Grob said that illegal activities (BI, July 20, 1987) interest in gomg back to Lloyd's,"
he thought the money used to pur- Mr Comery died in a car acci- though he added that he "will con-Executive Search Consultants to the Managed Care Industry
chase the bank came from the How- dent in 1987 Charges against Mr tmue to be a member" of Lloyd's

• HMO Executives • Utilization Management Executives den executives' personal funds Mr Page were dropped in 1988 during Lloyd's would not comment on the
• PPO Executives • TPA Executives Posgate denied that he conspired to a pretrial hearing because he lS ter- outcome of the trial .

• Operations Executives • Network Development Executives
• Marketing Executives • Compensation/Benefits Executives Oil Spill

For more information

Call 612-546-3700 Cont:nued from page 2 settlements with individuals and ration for this suit, and we believe we
Write The Walker Group it should be immune from punitive groups also should be deducted from have adequate Information now to

125 North Plaza, Gamble Center claims any future compensatory damages proceed with it," Mr Bally said
Minneapolis, MN 55416 "Our argument is, punitive dam- that are awarded, Mr Shapiro said State officials expanded the legal

ages are just not available to par- Exxon so far has paid claims to- fight by adding six other oil com-
ties under these conditions," said tallng more than $56 million to par- panies to the hst of defendants

CUT MED/CAL COSTS 30% Peter J Shapiro, a Seattle attorney ties affected by the spill, he said In addition to Exxon, the state
who prepared the legal response for Exxon also maintains that some lawsuit names the pipeline subsi-

WORKERS' COMPENSATI ON
Exxon Shipping lawsuits have been brought under dianes of Unocal Corp, Phillips Pe-

However, plamtiffs' attorney Ran- statutes that do not allow plamtiffs troleum Co, Mobil 011 Co, British

$
dall Scarlett says Exxon w11 have a to recover damages that were not Petroleum Co, Atlantic Richfield Co
tough time convincing any court that directly caused by the spilled 011 and Amerada Hess Corp
pumtive damages are not appropriate However, those arguments are on The six companies, along with
in the 011 spill situation narrow legal grounds and do not nec- Exxon, share ownership of Alyeska

"If there's ever been a punitive essanly apply to the majority of law- Pipeline Service Co, operator of theBENEFIT DOLLAR
IL

damages case, this iS it " said Mr suits, Mr Shapiro said Trans-Alaska Pipeline Alyeska, the

MEDICAL B LL REV EW SYSTEM
Scarlett of San Francisco-based Belli Exxon's attempt to hinit claims for state charges, was responsible for the
& Belli, which is representmg about compensatory damages to only those immediate response to the 011 spill

• Validates Bills Against State Fee Schedules 200 011 spill plaintiffs cases where the spilled 011 directly The state's lawsuit alleges Alyeska
• Eliminates Cost of Outside Review Services Any awards arismg from the nu- caused damage came as no surprise and its member companies are liable
• Increases Staff Productivity merous lawsuits would come on top to plamtlffs' attorneys for damages because they failed to
• Identifies Overutilization & Causal Relationship Problems of the estimated $13 bilhon Exxon "They are going to draw a line," take prompt action to contam and re-

lilli INSURANCE SOFTWARE PACKAGES, INC. already has agreed to pay to clean up said John T Hansen of Hansen & Le- cover the spilled oil and misrepre-
the spill (BI, July 31) derman m Anchorage, which repre- sented Alyeska's ability to handle a

Value Leaders In Risk Management Software Exxon's habillty insurance is ex- sents more than 100 plaintiffs major spill
5118 N. 56th Street · Tampa, FL 33610 (800) 237-8133 US pected to cover only about $400 mil- For example, Exxon may attempt And, Exxon was negligent for al-

(813) 621-6069 FL hon of the cost, while the company to establlsh that people who work on lowing the conditions that led to the
has taken aftertax losses of $30 mil- refrigeration equipment on fishing grounding of the Exxon Valdez, the
hon m the first quarter and $850 mil- boats are not entitled to damages be- lawsuit alleges

lilli INSURANCE SOFTWARE PACKAGES, INC. lion m the second quarter for the ad- cause they are not directly Involved In its lawsuit, the state says more
ditional expenses in fishing, he said than 1,000 square miles of land,

' Value Leaders In Risk Management So#ware Exxon has $400 million in pollu- Exxon has not yet decided whether waters and resources suffered severe
tion hability insurance from Interna- to also cite a 19th centuly admiralty environmental damage including

Full Furibtion Claims Management,Systems tional Tanker Indemnity Assn, a law, which is based on British stat- devastation of beaches and coastal
-- -.

Ideal For,Self Insureds, TPA's, Associations«&:Carriers Bermuda protection and indemnity utes mten(led to encourage shipping, waters, death or InJury to thousands
club Exxon also purchases $100 mil- that could hmit its habllity to the loss of animals, curtailment of commer-

O WORKERS' COMPENSATION O GENERAL LIABILITY lion in general habillty insurance in of the ship and its cargo, Mr Shapiro cial fisheries and impairment of re-O EMPLOYEE HEALTH BENEF[TS 0 COMMERCIAL AUTO
the Scandinavian market This cover- said Under the law, Exxon has six creational opportunitiesO MEDICAL FEE SCHEDULE & BILL REVIEW O RE1NSURANCE REPORTING
age is subject to a $200 milhon de- months from the date of the 011 spill A spokesman for the NationalO MULTI-LINE LIABILITY O LOSS FORECASTING
ductible London market insurers to file its arguments Wildlife Federation was unavailable0 COBRA

then wnte $200 milhon of general 11- Attorneys for the company will de- for comment on the Washington,
ability coverage excess of $700 mil- cide by the deadline next month D C -based organization's suit

installations Call For A Free Demo Diskette lion But, the coverage written by whether to attempt to take advan- London sources say Alyeska doesMicro & Network Versions Available Scandinavian and London insurers tage of the law, he said not purchase its own pollution ha-
may exclude third-party claims and The state's 42-page lawsuit was bility coverage Any damages
pollution resulting from collisions filed last week partly to head off awarded against Alyeska would be

INSURANCE SOFTWARE PACKAGES, INC (BI, July 31, June 26, Apnl 3) any attempt by Exxon to mvoke the covered by its owners' Insurance
E» 5118 N. 56th Street, Tampa, FL 33610

1-=1 Exxon's response to the earlier admiralty law, said Alaska Attorney Exxon officials declined to com-
US (800) 237-8133 FL (813) 621-6069

lawsuits also argues that any com- General Douglas Bally ment on specifics of the state's ac-
pensatory damages awarded to If Exxon tried to use the admiralty tion "We will defend ourselves vi-
plaintiffs should be "offset" by law to hmit its habihty, legal pro- gorously against the state's lawsuit,"

Foi advertising information In the INSURANCE SERVICES GUIDE amounts that the oil company has ceedmgs related to the 011 spill could the company said m a statement
paid to some plaintiffs, mostly hsher- be delayed for months, he added Spokesmen for the other 011 conn-Contact Margaret Hilido 7 JO Rush Street Chicago Illinois 60611

Telephone (312) 649 5340 man, to conduct cleanup operations "We've spent much of the past panies also declined to comment on
Any amounts from out-of-court months gathermg evidence m prepa- the suit or on their msurance .
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Broker stock surge belies results- Bi lnsurance index
000

By LEONARD M. WILSON . residual Our estimate receives some degree pense categories are under close scrutiny
of confirmation from Industry contacts Operating profit margins were under mod- I

Special to Business Insurance Reinsurance brokerage has entered its est pressure in the quarter, since revenues
580

3UDGING BY THE ACTION of insurance third year of stagnation, in marked contrast rose less than expenses We believe that the
brokerage stocks recently, no one would to the prior soft market Then, for most of cloud over brokerage profit margins cannot

be inclined to believe that the soft market the cycle, reinsurance brokerage bolstered lift until revenue growth moves up to gains 570

continues largely unabated The shares of brokers' results of around 8% to 10% Growth of that magni- 1
publicly owned brokers have Joined in the Reinsurance premium rates, we gather, are tude awaits a material lessening of rate com-

560

broad market advde-trfrirearninssre- thotugbhtarneoighsald so fary s1Rnoesginosn; peiththe squeeze on profitability, earnings 1 1

ports (see story, page 1) declining Reinsurance brokers, as a conse- per share did well to match the year-earlier sm '

Although the brokers' la- - quence, are doing well to keep commission figures and even the modest performance
test results provided few income flat and, in some instances, volume was not achieved in every instance Share 540
surprises, they certainly has shrunk appreciably buybacks have become the norm as brokers
afforded little basis for International insurance brokerage- deploy excess cash to sustain shareholder 4 424#14 000 04

/4 h rising stock prices whether reinsurance, wholesale or retail-is value Base . 106 on Dec 29,1976

Could it be that inves- not robust Reduced demand for reinsurance, In this generally subdued environment, the Source:Communications Research Group

tors are now willing to an aversion of foreign markets to U S habil- quarter did have some bright spots Marsh &
discount a turn in the ity coverage and generally lower premium McLennan Cos Inc posted a 20% rise in
market without any corro- rates are all factors that brokerage contacts benefit consulting revenue Alexander & Insurance industry stocks turned downhill last

Mr. Wilson borating straws in the bring up in their assessments The stronger Alexander Services Inc was able to book ap. week, as the Business Insurance Index fell 7.8

wind, dollar has helped margins to a degree for preciable gains on a real estate transaction Points to 590.4 on Aug. 17, from 598.2 on Aug.
Our discussion of second-quarter earnings those brokers with sizable dollar denomin- that lifted reported earnings as well as freed 10. Advancing issues were led by SCOR U.S.

starts with domestic commissions Here, the cash Corroon & Black Corp recorded solid Corp., up 10.196; Phoenix Re Corp., up 7.9%;
impact of the soft market was quite evident gains in specialty products Arthur J Gal- and Hilb, Rogal & Hamilton Co., up 6.7%. De-

Commissionson US brokerage business , By OUr calculation, new m lagher & Co 's self-insurance fees rose better cliners followed Western Health Plans Inc.,
were essentially unchanged from the level of business net of lost than 20% in the quarter, belying the conven- down 24.096; Nobel Insurance Ltd., down
a year earlier Year-over-year progress, fee- tional wisdom that self-insurance services 11.796; and Pacificare Health Systems, down
ble at best, improved for most brokers over business generated a 10% S are eclipsed in a soft market 10.796. The most active issue was Sears, Roe-

the first-quarter rate of gain but the differ- We began our colurnn with the observation buck & Co. (Allstate), 2.4 million shares traded.
ence was slight Some observers were hear- gain in commissions for that brokerage stocks shrugged off the nega- The 8/ index lost 1.3%; the Dow Jones 30 In-
tened, nonetheless, by the exiguous improve- most public brokers. tive impact of soft rates on quarterly com- dustrials fell 1.2%; the Standard & Poor's 500
ment in commission growth compared with parisons was down 1.1%; and the New York Stock Ex-

the first quarter, but our view is a more eau- The present mood of Investors iS an optl- change Composite lost 1.(MS.
tionary one mistie one In addition, with the drop in

New business on the domestic front re- ated volume serviced in British pounds, how- interest rates, financial stocks have regained British issues
mained robust We estimate the commissions ever a degree of investor favor Insurance bro-

1 Week

might typically have received a 15% boost Employee benefit consulting operations kers, which in our view are cyclical growth
from new business posted gains that ranged from around 10% to stocks, were beneficiaries of the shift in sen- Companies peno. pen= 96 pencepence

The momentum has not slackened, and new 20% year over year Fundamentals are still timent toward financial issues Commt Union 413 17 2 29 3 71 413-401

business continues as the key to sustaining quite attractive with government regulations Premium rates, though, will continue as Glnt Accidlnt 1012 100 68 0 67 1050-1010

commissions in the face of soft rates New and escalating costs driving an intense the dominant influence on longer-term bro- GED, Roval Exch 217 114 157 72 217-212

business unit gains are all the more striking, search for more economical solutions for this kerage investment performance ROY. 445 136 340 76 445-433

315 91 170 54 315-305
given rate reductions of sizable magnitude expanding category of business expense There are few hopeful portents currently

Lost business has stabilized now for a Market share gains are probably also a fac- except one The decline in premium rates Brokers
number of quarters tor in the good showing of the category since the end of 1986 has been so precipitous 0/'daock 191 131 100 52 191-190

By our calculation, new business net of lost Investment income rose markedly in the that it is distinctly possible that the worst 15 CE Healh 460 131 345 75 460-459

business generated a 10% gain in commis- quarter Higher short-term rates were the behind Therefore, lt could be argued that Hom Aoblneon 148 123 93 63 150-144

sions for most public brokers primary component of the advance Growth even if the soft market persists into 1990,

spectrum of commercial lines probably static premium throughput impact on brokerage comparisons And, in-

Aug.17 P,2/ PIE ON. Yield Hi+--Low

Uoyd Thomplm 220 169 80 36 220-219

Renewal premium rates across the full in 1nvestable funds was held back by the smaller rate reductions could mitigate the PWS Hol[Nn, 50 125 33 67 50-48

Sedglick Grp 247 17 4 16 7 67 247-244

dropped 12% to 13% This figure is derived Expenses were tightly controlled in the deed, better but moderate revenue growth
SId 80 Jon- 234 156 15.3 66 236--234

Wlii F,ber 218 161 153 70 218-215

from disaggregating the change in commis- quarter and, as we have indicated in past might be sufficient to allow earnings to re- Source Phtlip Olsen/Alan Clifton, Insurance Industry
sions from such components as real growth, columns, cost restraint has become ingrained sume their growth This possibility might Specialists Kikat & Ailken Stockbrokers,

insurable values, new business, lost business at least for the present in the brokerage cul- lustify generally more favorable attitudes t- London

and finally the impact of premium rates as a ture Headcounts are stable and most ex- ward the brokers

1

Bi lndustry Stock Report AUGUST 17, 1989 8/11/89 THRU 8/17/89

Wee*ty Year to Date Annual MI(t/'Bk Weekly Year to Date Annual Mkgak

Pnce % change % change High Low Vol (000) $ Ow % Yield P/E Book value value Price % change % change High Low Vol (000) $ On, % Yield P/EE Book value value

BROKERS
Lawrence Ins Group AMEX 7.63 17 32 8.50 663 6 0.24 31 159 3.19 2.39

Alexander & Alexander Svcs NYSE 2875
Liberty Corp S C NYSE 35.63 21 10 38.00 32.50 13 0.80 22 204 21.17 168

13 223 2963 2263 433 100 35 177 290 991
Lincoln Nat 1 Corp NYSE 5438 22 236 5688 42.75 166 248 46 139 3921 139

Cofroor) & Black Corp NYSE 3663 C 4 177 3738 30.75 60 124 34 157 762 4 81
NAC Re Com OTC 31.75 00 500 3200 2063 60 0.20 06 145 1521 2.09

Gallagher Anhuf J & Co NYSE 2300 :7 373 2475 1613 39 052 23 162 533 432
Navigators Group OTC 2600 10 300 27.25 2050 1 0.00 00 97 15.22 171

Hall Frank B & Co NYSE 350 E7 21 5 463 2.50 121 000 00 17 0.00 N/A
Nobel Ins Lid OTC 188 117 604 500 150 118 042 23 72 776 0.24

Hilb Rogal & Hamilton OTC 1950 67 27 9 1975 13.75 200 020 10 70 4.60 4.24
Northwestern Nat I Life OTC 3838 28 233 40.63 26.88 301 120 31 127 3750 102

Marsh & McLennan Cos Inc NYSE 6963 1 238 72.13 55.13 326 250 36 72 6.48 1075

Ohe Cas Corp OTC 5050 20 413 5025 3550 265 2.08 41 75 3330 152

Poe & Assoc Inc OTC 850 00 30 875 8.25 2 040 47 97 143 594

Old Rep Int 1 Corp OTC 2575 24 73 28.88 23.38 111 074 29 123 2650 0 97

BROKERS AVERAGE -08 219 26 131
Oflon Cap Corp NYSE 26.63 14 731 2750 1538 125 084 32 70 1293 206

Phoenix Re Cop OTC 10.25 79 79 1100 8.75 100 000 00 61 1299 079

CONGLOMERATES & HOLDING COMPANIES Protective Lile Corp OTC 1525 32 151 1625 1288 209 0.70 46 372 1454 105

Re Capdal Corp AMEX 1188 40 301 1288 913 18 0.00 00 106 1260 094

Bell<ley W R Corp OTC 3463 38 174 36 25 29 25 100 0.40 12 73 21 28 163 FIll Corp NYSE 925 42 212 938 713 42 0.40 43 88 1071 086

Berkshire Hathaway Inc DEL NYSE 7825.00 31 665 817500 799600 108 0.00 00 270 246863 9.01 Provident life & Acc Ins Co OTC 26.88 27 396 28.50 1913 721 068 25 91 23.24 116

ITT (Hartford Group) NYSE 62.13 36 239 64 00 49 75 1516 148 24 104 5633 110 St Paul Cos Inc OTC 57.50 21 322 59 75 43.00 789 2.20 38 73 3200 180

Sears Roebuck & Co (Allstate) NYSE 46.13 35 128 4800 40.13 2385 2.00 43 15 7 36.09 128 SAFECO Corp OTC 3400 15 439 34.63 23.13 968 120 35 81 2488 137

CONGLOMERATES AVERAGE 15 302 20 151 SCOR U S Corp NYSE 1088 10 1 192 1150 750 222 020 18 82 1035 105

Selbels Bruce Group Inc OTC 1238 48 88 1363 1025 74 0.80 65 135 13.42 092

INSURERS/REINSURERS Selective Ins Group Inc OTC 25.00 20 87 26.50 21.75 62 144 58 53 22.33 112

Statesman Group Inc OTC 3.00 00 -42 4.00 2.38 54 005 17 750 3.48 086

Toluo Marine & Fire Ins OTC 75.00 32 179 95.50 6600 11 0.23 03 45 5 0.00 N/A
Aeina Life & Cas Co NYSE 58.88 08 246 60.13 46.75 641 2.76 47 86 58.11 1 01

Torchmark Corp NYSE 45.75 34 500 49.00 30.00 233 120 26 134 1224 3.74
AmBase Corp NYSE 1638 24 489 1638 1100 680 0.20 12 58 1866 088

Transamenca Com NYSE 4513' 11 332 45.50 32.75 919 188 42 99 30.70 147

American General Com NYSE 3775 03 263 38 50 29.50 457 150 40 98 2804 135

Travelers Corp NYSE 42.63 28 227 45.00 3450 790 2.40 56 75 4485 0.95

Amer Heritage Ute Invt NYSE 2625 09 19 27 88 25.00 2 120 46 100 22 47 117

Trenwick Group Inc OTC 1950 40 345 1950 13.75 153 036 18 103 1691 115

Arner Indty Finl Corp OTC 10.00 00 -48 1300 950 5 0.56 56 64 1738 058

American Int I Group NYSE
United Fire & Cas Co OTC 32.50 08 66 33.13 2900 1 120 37 69 22.56 144

95.13 01 404 9663 6625 943 0.48 05 120 33.55 284

United States F,d & Gly NYSE 3238 15 136 3400 28.50 630 2 80 86 172 22.57 143
Aon Corp NYSE 3588 20 281 3800 27 00 264 140 39 119 1667 215

UNUM Co,p NYSE 3788 31 403 39.13 2663 457 060 16 111 3064 124

Argonaut Group OTC 6363 12 454 6425 43.50 40 100 16 83 3683 173

USLIFE Corp NYSE 47.75 1t 369 48.13 34 13 215 140 29 112 54.27 088
AVEMCO Corp NYSE 25.25 52 24 26.13 22.63 81 040 16 136 920 2.74

Washington Nal I Com NYSE 2825 22 46 2913 2400 34 108 38 202 32.33 0 87

Baldwin & Lyons Inc OTC 20.25 13 361 20.50 1450 15 0.20 10 68 1757 llE

Belvedere Corp AMEX 513 23 140 6.50 450 3 004 08 80 8.43
Zenith Nat I Ins Corp NYSE 1950 00 114 2000 16 75 48 084 43 90 1361 143

061
INSURERS/REINSURERS AVERAGE 45 235 32 158

Chandler Insurance OTC 1050 00 513 1088 7.00 115 000 00 59 953 110

Chubb Corp NYSE 76.13 22 31 3 78.50 57 63 283 232 30 83 53.50 142

CIGNA Com NYSE 6088 37 292 6388 4588 454 296 49 104 5308 1.15 HEALTH MAINTENANCE ORGANIZATIONS

CNA Fin I Corp NYSE 8200 05 355 84 88 57.63 141 0.00 00 99 54.52 150

Cont,nental Corp NYSE 37.13 20 147 38.63 31 50 253 2.60 70 253 42.10 0.88 FHP Intemattonal Corp OTC 38.25 -4 1 2153 4100 11.75 327 0.00 00 195 354 1081

Dumam Corp OTC 32.00 -08 30 3400 3000 42 092 29 283 2632 122 HMO America Inc OTC 9.75 61 27 8 1063 0.88 541 0.00 00 86 112 871

Fireman s Fund Corp NYSE 36.75 33 256 38.75 29.00 202 0.60 16 96 3274 112 Pacillcare Health Systems OTC 42.75 107 2490 52.50 1225 48 0.97 23 261 6.35 673

Fremont Gen Corp OTC 1638 08 224 18.25 1213 78 080 49 2340 1761 093 Sateguaid Health Ent OTC 963 41 751 9.75 4.75 130 0.00 00 163 299 322

Frontier Insurance Group OTC 21 00 12 680 21 75 11 13 60 0.00 00 109 7.53 2.79 Sierra Health Sernces AMD( 7.50 77 3601 8.25 150 120 0.00 00 61 159 472

General Re Com NYSE 75.50 03 360 76.63 54.38 635 136 18 125 2904 2.60 United HealihCare Corp OTC 1150 42 1626 1238 413 642 0.00 00 52 031 3710

Hanover Ins Co OTC 28.00 13 47 30.25 2575 52 0.44 16 67 31 47 083 Unted Med,cal Com AMEX 5.75 22 95 6.75 513 10 000 00 17 411 140

Harleysville Group Inc OTC 22.38 17 243 22.50 17 75 20 0.48 21 75 1894 118 U S Healthcare OTC 12.63 28 1174 1388 5.25 593 020 16 40 7 2.87 440

Hank*d Steam Bo,ler OTC 5250 23 429 55.75 34.75 265 160 30 14 1 1304 403 Western Health Plans Inc AMEX 0.19 240 725 113 013 37 0.00 00 01 0.82 0.23

Kans City Life Ins OTC 35.25 00 22 36.00 32.75 17 104 30 12 2 39.22 090 HMOs AVERAGE 64 1271 04 93

Kemper Corp NYSE 42.50 26 771 47 25 22 75 397 0.84 20 74 28.91 147 ALL COMPANIES AVERAGE 13 357 28 14 9
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Who CoversBusiness
Insurance From AtoZ?
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Zurich-American. We cover business after business.

Inside and out. Front to back. Start to finish. In short,
we make it our business to know yours.

It's a special approach. One that enables us to pro-
vide creative solutions to your insurance needs. And to
follow through with truly helpful, dependable service.

What's more, as part of the worldwide Zurich
Insurance Group, with offices and experience in over
70 countries, we have the capacity to make a world of
difference for you at home or abroad.

So make sure you're covered From A-Z. Just ask
about Z-A. Zurich-American.

-t ZURICH-AMERICAN
INSURANCE GROUP

American Creativity. Swiss Dependability.
ZuAch Insurance Company ·American Guarantee and Uability Insurance Company · Executive Offices, Schaumburg, IL 60196

A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP


