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'business
tnsurance

update:
U.K. market covers

most of plane loss
LONDON-U.K. insurers will be re-

sponsible for 77% ofthe $45 million hull
coverage of the Saudi Arabian Airlines
L1011 jet that burst into flames after an

emergency landing in Riyadh, killing all
301 persons aboard.

A portion of the remaining 23% ofthe
hull coverage is insured in the United

Continued on next page
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Waste liability spills forth
By STUART EMMRICH 5

n

NEW YORK-Waste liability. 
For 700,000 companies in the #
.S. and their insurers, it is becom. 9
ig as controversial an issue in the 5
}80s as product liability was in 6
ie 19705.

Manufacturers that have con- 0

entrated efforts on product safety r
Eter being slapped hard last de- 2
ade with the liability for hermful 3
roducts are now being forced to
Iok closely at the safety of the
ianufacturing process, too.
They are being told through civil
ourt proceedings and gcvern-
ient regulations that they are as

able for damages caused by the
,aste produced by their factories
s they are for damages caused by
aeir goods.
For manufacturers, new govern-

ient regulations on the handling
fthe 57 million metric tons ofhaz-

rdous waste materials produced
nnually could cost billions of dol-
irs. And they may need new in-
urance coverage.

For insurers, the shift in empha-

is to waste safety means a chance
o sell a new product: insurance
gainst nonsudden pollution. But

t also means undefined liability

  Investment
li, income

 Ratehikes

Underwriting
losses

 Sources of
s hazardous

waste

Chemicals and

allied products
60%

Machinery
, (except electrical)

10%

Primary metals
8%-=--- Paper and

allied products
6%

Others-16%

More stories on Page 58.
• First case tests new policy. 0 Consultants assess the risk. • Exxon Chemical sets own rules.

for cleanup of old dumps under
decade-old liability policies.

Three factors in the last year
have brought the new issue of
waste liability to the fore:

• Publicity over the hazardous

-1960 C

-- 1979' i 1- 1978

Market

reading

waste disaster in Love Canal and

the billion dollars in claims filed

against Hooker Chemical Co. over

the pollution of this small Upstate
New York community.

• Action expected by the En-

Hungry for cash and fighting
, to maintain their market shares,

insurers are still slashing

insurance prices. Strong
investment income is holding
back rate increases, but the

underwriting losses are

mounting. The cork on rate
increases can't hold forever.

Most industry watchers
expect cutthroat competition to
ease by mid-1981.

Less competition spells an
impending end to bargain days
for commercial insurance

buyers. A Business /nsurance
spotlight report tests the
commercial insurance market

temperature for 1981:

Pages15-41.

INSIDE

vironmental Protection Agency
this fall to require manufacturers
and their waste handlers to pur-
chase for the first time nonsudden

pollution insurance.
• Bills being debated in Con-

gress to require an industry-paid
superfund to clean up the esti-
mated 1,200 abandoned waste
dump5 around the country.

Insurance companies have re-
Continued on page 59

IRS rules attac k

tax shelter trusts
By JERRY GEISEL

WASHINGTON-The growing use of tax
shelters to fund employe benefits could be
stunted.

Newly proposed IRS regulations that give
employes a larger voice in control of
501(c)(9) trusts could make the popular

plans unworkable, says Jim Geld, manag-
ing consultant of William M. Mercer in Co-
lumbus, Ohio.

Losing the 501(c)(9) funding option could
increase the cost of benefit plans for thou-
sands of employers using the trusts.

A 501((*9) trust, named for the section of
the tax code authorizing them, allows an
employer to self-fund employe benefit
plans with the following unique tax advan-

tages:
• The employer gets a tax deduction for

contributions to the trust.

• The trust assets and the interest earned

aren't taxed.

Employers are using the trusts primarily

to fund long-term disability benefits.
The number of 501 (c)(9) trusts has

$3.69 billion pledged
to workplace safety ,

Page 3

zoomed in the last 10 years as employers
discovered the cost-saving advantages. At
the end of last year, there were 7,100 trusts,
according to the IRS.

Consultants say the new regulations
could cause such administrative chaos that

the plans could not be used.
Now plans established by employers usu-

ally have a bank as a trustee, a bank or insur-
ance company as investment manager of
plan assets and an insurance company or
third party as administrator for handling
claims and benefit payments.

The new IRS regulations, published in
the July 17 Federal Register, will force em-
ployers to give their employes a maljor voice
in setting up, operating and maintaining the
plans.

An employer with multistate operations

and employes represented by dozens of
unions would be faced with the overwhelm-

ing problem of setting up one organization

to represent all the unions in the trust.
"How do you get from these multistate,

multiunion situations one or two represen-
Continued on page 65

Putting class
into benefits

Page 50
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Captive plays catalyst
London insures jet crash
Continued j¥om previous page
States, brokered by Marsh & McLennan 1

Imtial speculabon was thatthe crash would be the costliestofthe in Republic-broker link
year for the London Market Passenger claims coulfi total $5 mil- 1

lion

By RHONDA L. RUNDLE
Hines to take Ryan presidency k.- ,6,9,: *...

CLEVELAND-Republic Steel Corp's Bermuda- ·efti>_1-5 -1 f#M'$,FrITSI.CHICAGO-Harold H Hines, the 55-year-old vice chairman of , based captive insurance subsidiary is the match- 1,tsm'4&*51;Marsh & McLennan who earlier this month announced his depar- maker m a joint venture between London broker --3:,1·- - 4

1/*4711'*24* ' - lr# : -ture from M&M, wlll become the president and chiefoperating of- Hogg Robinson and the fifth-ranked U S steel manu-
ficer of Ryan Insurance Group Inc in Chicago Oct 1 facturer

He takes over the president's reins from Patrick Ryan, who con- 4 .4* .* I

The partnership to acquire brokerages m North
tinues as chairman and chief executive ofthe insurance brokerage America evolved slowly out of routine talks with *.]tiand underwriting group r

Hogg Robinson about the insurance needs of mt : s 3.· rs«t .r;. 3 01 y r

Hostessfldmbredvelopafast-growingenterprise, Mr  *r,nvce Cnodcdpc;rZ* Ljk;'i Lf. i *.0*.,,<fj:.f])'t,2- I..-...7..Ryan Insurance Agency Group, the brokerage unit of Ryan, managerpopped onto the BI top 20 list ofcommercial U S agents and bro- M Although Republic also works with U S brokers to nfl : -- -4 .2  AAkers in 1978 in the 19th spot for 1977 results This year it climbed to place risks in the London market, its ownership of anthe 16th largest brokerage unit with gross revenues of$17 3 million ; insurance company brings it into direct, regular con-
m 1979 Total corporate revenues in 1979 were $206 4 million tact with Lloyd's of London brokers

Mr Hines says he is leaving M&M because it has been too diffi- Details of the two-week-old partnership are being L*4-15 + I **cult to hold a high-ranking post with the company, headquartered Shammered out in planning sessions in London andin New York, while he lives m Chicago In January, Mr Hines was Cleveland, said Mr Cline, who dedined to discuss ;4- 
named vice chairman of M&M after holding the president's post the investment dollars and pounds involved
for two years Mr Hines refuses to move from the Chicago area Christened Republic Hogg Robinson, the venture

{ is a new development, but the steelmaker's desire to
Suit seeks fund interest diversify into insurance operations is at least a cou-

ple years old
CHICAGO-Administrators of the pension fund for Interna- Republic came close to acquiring a small property/tional Longshoremen's Local 1969 of Portage, Ind, have filed suit .

casualty insurance company more than a year ago,
in federal court here askmg that the State Mutual Life Assurance but the deal fell through, Business Insurance learned ....... -

F+

Co be forced to pay interest on some $725,000 in union pension The steelmaker also,has been exploring the possi-fund assets it controlled for more than two years bility of expanding underwriting of Kingsley In- )State Mutual had custody of the funds while negotiating a con- ternational to include more third-party risks, an in-
tract with the union's pension trustees for investment of the assets dustry source said The captive currently writes a
and for other services, said Hugh J McCarthy, a Chicago attorney very small amount o f outside business Mr Cline re-representing the pension fund ported

€1\ j.&
44

Negotiations began in early 1977, but the two sides never reached The insurance industry is highly attractive as an in-
an agreement, Mr McCarthy said This April the longshoremen vestment for Republic because performance peaks »4\

.·

$/

asked State Mutual to return the funds so they could turn them and valleys run countercyclical to those of manufac-
over to a company that promised 13 6% interest The assets were turers, including steel companies, analysts explainreturned in June but without any interest, he said Because Hogg Robinson manages underwriting

groups, there is some speculation about a new role 1*ds\Lloyd's to pay computer claim for the firm at Kingsley International, perhaps ... 1

through Hogg Robinson's Bermuda arm, Interna-LONDON-Lloyd's of London and Commonwealth Leasing tional Insurance Services (Bermuda) Ltd Kingsley 41:"el

Corp of Fort Lauderdale, Fla, have reached agreement on a settle- International has been managed by Alexander &

The settlement is one in a series of claims payments on computer March 1977
ment of close to $10 million in computer leasing contract claims Alexander International Ltd since its formation in

lease policies ultimately expected to cost Lloyd's $340 million Although Republic's arrangement with Hogg Rob- 1R --t,Lloyd's syndicates had underwritten extensive coverage for inson is highly unusual, the steelmaker is not the firstcomputer leasing firms against cancellation of those contracts 1
to forge links with the insurance industry More than

Lloyd's has been hit with multimillion-dollar claims after com- a decade ago, Armco Inc, began accepting third- 9/1.&. g il - - 1 1
I 'f

puter users broke leases to get more advanced equipment party risks mto its captive, Armco Insurance Group Republic Steel Co. has wanted to forge links witt
Retro plans must be filed Continued on page 62 the insurance industry for several years.

PBGC director says
AUSTIN, Tex -Insurers and agents writing paid-loss retrospec-

tively rated and other cashflow plans in Texas without filing them
with the state are "subjecting themselves to possible disciplmary
action," the state board of insurance has ruled

None of these plans has been filed with or approved by the Pension liabilities to stick
insurance department as state law requires, says a bulletin 1Ssued
by the department last Friday But it appears doubtful that even By JERRY GEISEL to determine if it needs to hike the coverage to more peopleafter bemg filed that the state will rule the plans are legal

termination insurance premium • ERISA initially caused em

Man sues ChicagoFest, city WASHINGTON-Robert Nagle for single-employer plans next ployers some paperwork and com
is warning employers they can't year The premium now is $2 60 pliance problems, but the pension
escape their multiemployer pen- per participant - reform law ultimately has been :CHICAGO-The city's special insurance package for ltS Chica- ston plan liabilities • The PBGC would not be over- step toward preserving the privategoFest will be tested by a 23-year-old man who has filed a $750,000

injury suit Congress will break the impasse whelmed by a Chrysler-type pen- pension plan system
that has left the Pension Benefit sion termination, but a sharp in- PBGC's new and awesome liaRick Bousquet of Hinsdale has named the city public building Guaranty Corp liable since Aug 1 crease in premiums would be bility for guaranteeing multiemcommission and Festivals Inc, fest operator, as defendants for billions of dollars of unfunded needed to boost revenues for the ployer pension benefits is MrMr Bousquet says the defendants are liable for creating the over- habilities in the nation's 1,800 mul- insurance program Nagle's chief concern nowcrowded conditions at ChicagoFest Aug 5, when he fell down a tiemployer pension plans, Mr • The most pressing pension Through an earlier law the PBGCflight of stairs and broke his hip The fest along the lakefront ran Nagle says

from Aug 1-17 problems this decade will be the became liable Aug 1 for the pension

He is the fourth executive direc- impact of inflation on pension benefits promised participants mThe city and Festivals Inc are covered for $10 million in liability , torofthe PBGC, which guarantees benefits and extending pension
by a special liability package placed by minority brokers with U S workers' pensions and is on the Continued on page 66

Fidelity & Guaranty Corp and Fireman's Fund Insurance Cos hot seat now for the liabilities of
multiemployer plans

index When Congress breaks the im-
passe. the new bill Will be retroac-
tive to ensure that employers that Opening up of NYIE
withdraw between Aug 1 and theAction line.......

....... . .53 Property/Liability ..... .. . .15 , enactment of the new law will notAround the states..........56 Speaking out.. .......... ..38 escape liability, Mr Nagle pre-
looks almost certain

Benefit beat...............4 Washington...............54
BIticker..................67 Worldwide................43

dicts

Classifieds In an Interview with Business In- NEW YORK-The opening of the New York Insurance
.............. ..64

Vol 14, No 34-Business In- I surance, Mr Nagle, who is com- Exchange to direct out-of-state surplus lines risks is almostComings & goings: buyers..42 surance (ISSN 0007-6864) isComings & goings: industry..44 pleting his first year as the PBGC's guaranteed.1

Datebook published weekly at 740 Rush executive director, discussed The exchange governors were expected to call for the...............

Editorial opinions ..51 St, Chicago, Ill 60611 Second- many pension issues change Friday as offered by New York insurance superin-.........

Growing pains . 8 class postage is paid at Chicago, • Multiemployer pension plans
......... . .41 Ill , and at additional mailing of- , tendent Albert B. Lewis.

are not "dinosaurs" doomed toInfo.......................49
fices Postmaster Send address , wither away, as some pension ex- However, he is not sure yet if he can make the change by

Letters............
........ 8

changes to Bustness Insurance, , perts say, Mr Nagle countered regulation or if it will require state legislation.
London line ...............47 circulation department, 740 | "They serve a worthwhile function Opening the exchange to direct business from the 49Markets...................52

Rush St, Chicago, Ill, 60611 I to aid employers in competitive in- other states is a compromise to settle the debate over accessPerspectives ..............37 Copyright 1980 by Crain Com- dusti·ies to equalize benefit costs " of direct domestic risks to the exchange, sources say.Products & services .......48 munications Inc • Although the recession has The debate on the requirement that direct business
not caused a surge in pension plan Continued on page 65
terminations, the PBGC is trying



3ermuda captive
:o copy CIRCL
in smaller scale
3y KATHRYN J. McINTYRE

HAMILTON, Bermuda-A clone
f the group reinsurance captive
orporate Insurance & Reinsur-
nce Co. Ltd. is incubating here,
ut it will be about half the size of

·te original.
Five U.S. companies using cap-
ve insurers to underwrite casual-

/ risks are hoping to start a new
ainsurance captive Dec. 15 pat-
arned after CIRCL.

The only difference from the
riginal CIRCL plan will be its
cale: lower financial eligibility re-
uirements for members, lower
remium volume and probably

lower limits of coverage.
"A number of companies ap-

proached CIRCL in the early
stages but didn't join because of
the size of the participants," said
Duane Allen, assistant treasurer at
Hanna Mining Co. of Cleveland.

Hanna Mining is an original
member of CIRCL and is one of

the five companies that each put
up $5,000 to study the feasibility of
what is sure to be affectionately
called CIRCL II. Hanna Mining is
interested in the new captive rein-
surer to reinsure risks of subsidi-

aries not insured through the cur-
rent CIRCL program.

Continued on page 62

Hospitals organize
group property plan

By JOHN MAES

CHICAGO-Competition
imong insurers is helping the
imerican Hospital Assn. create a
;roup property insurance program
'or 7,000 hospitals across the U.S.
The AHA has been considering

he program for about seven years,
;aid risk manager James Groves.
'The competition lends itself to
loing it now as opposed to doing it
n a hard market," he said.

Broker Corroon & Black is shop-
ping the markets for underwriters
on the program which has a poten-
tial premium volume of $100 mil-
lion a year based on figures
gathered two years ago. That fig-
ure could be even higher now with
inflation driving up property
values, Mr. Groves said.

The program will not only create
access to a market tailoring its in-
surance to the health care indus-

Continued on page 61
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Safety: cost $3.69 billion
Employer programs

By JOHN MAES

CHICAGO-U.S. industry
this year will spend 28% more
than last year to prevent sick-
ness and accidents among its
workers.

A study by the MeGraw-Hill
Co. economics department
shows $3.69 billion will be
spent on employe health and
safety, the highest amount
since 1972, when the data was
first collected.

Almost all industries, with
the exception of the financially
strapped rubber industry, will
increase safety expenditures.
Safety programs resulting from
collective bargaining and com-
pliance with Occupational
Safety and Health Administra-
tion regulations have forced the
increased spending, according
to labor and industry observers.

The study shows the manu-
facturing sector will spend $2.4
billion of the $3.69 billion paid
out this year. The nonmanufac-
turing industries, which in-
clude mining, railroads, airlines
and utilities, will make up the
remaining $1.2 billion.

Last year, $2.8 billion was
spent industrywide, $1.7 billion
by manufacturers and more
than $1 billion by nonmanufac-
turing industries.

Among manufacturers,

makers of durable goods will
spend $1.4 billion this year, a
44% increase over the $983

Continued on page 66
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(millions of dollars)

Industry

Iron & Steel

Nonferrous Metals

Electrical Machinery
Machinery
Autos, Trucks & Parts

Aerospace
Fabricated Metals &

Instruments

Stone, Clay & Glass
Other Durables

Total Durables

Chemicals

Paper
Rubber

Petroleum

Food & Beverages
Textiles

Other Nondurables

Total nondurables

All manufacturing

0

Plans for investment

in employe safety
and health

Actual

1979

$ 55

63

108

160

225

62

983

811

1,795

143

27

142

279

60

39

150

97

81

105

%

Planned Change
1980 3 1979-BO

$ 60

87

161

171

463

87

165

36

189

1,419

1,048

2,467

318

66

28

363

113

99

6t

Transit coverage survives blaze
By CAROL G. BLITZER

SAN FRANCISCO-The Bay Area Rapid Transit District's insur-
mee program has survived the 1979 transbay tube fire, but it costs
nore now.

Property insurance premiums have more than doubled and some li-
ability claims are not settled after a year and a half, but the insurance
program is intact, its broker says.

"Usually when a loss is that big, the market runs. But we didn't have
inyone who ran," said Robert C. Nevins, senior partner in Dinner
Levison Co. of San Francisco, broker for the system.

Fire-related property claims totaled $6.3 million and more than 100
iability claims were filed.
The fire in January 1979 killed a firefighter and injured 46 other per-

sons. BART since has beefed up its safety program (see story below).
Most of the 67 passenger liability claims have been settled, said

Gary Perusse, BART risk manager. He would not reveal dollar
amounts because of ongoing r.egotiations.

But BART has refused to settle any of the 28 lawsuits filed by fire-
fighters or six claims brought by the dead firefighter's family. BART
says the "firefighter's rule" should apply. It prohibits recovery of
damages for job-related injury or death.

Continued on page 65

As a result of a 1979 fire in BART's transbay tube, right,
all car cushions have been replaced with low-smoke
neoprene material, above. The fire killed one person
and injured 46.

SAN FRANCISCO-A new era of co-

operation in safety is dawning between
the Bay Area Rapid Transit District and
the San Francisco Fire Department fol-
lowing last year's transbay tube fire.

"I believe BART has made sufficient
changes to take care ofthe problems that
existed the night of the transbay tube
fire," said San Francisco fire chief An-
drew Casper.

As part of its beefed-up safety pro-
gram, BART is spending $4.3 million to
replace all seat cushions with low-smoke
neoprene. The cushion material, made
by DuPont and tested by McDonnell
Douglas, is considered the best of 100
types on the market, reports E.P. Nunes,
BART safety supervisor. The seats are to
be replaced by Oct. 10.

BART also has contracted with the
University ofCalifornia to test materials
for fireproofing of the cars, Mr. Nunes
said. Testing also will be done by Mc-

Donnell Douglas.
Fire chief Casper is optimistic about

the changes in the cars because his de-
partment has been involved in the plan-
ning.

"Our recommendations are going to be
extreme," he admitted. "But we always
start from there and work things out.
We're learning, too. It's a two-way
street."

Mr. Casper notes that BART also has
improved its ventilation system and in-
stalled safety guards to prevent passen-
gers from accidentally touching the
1,000-volt third rail.

Other safety modifications since the
fire include additional telephone com-
munications facilities and new brightly
painted signs pointing to the nearest ex-
its in the underground terminals. Pre-
liminary designs are completed for a ra-
dio communications network, but BART
is awaiting funding by the Urban Mass

Transit Authority, Mr. Nunes says.
The lack of such an emergency com-

munications system is still a major safety
deficiency, Mr. Casper says. He also has
recommended installation of a sprinkler
system, but believes an appropriate al-
ternative may be to replace the floors of
the cars with a fire-resistant material.

Before the tube was reopened after the
fire, BART had to meet conditions set by
the public utilities commission and the
fire department. These included en-
suring the structural integrity of the
tube, providing new four-hour breathing
equipment (to replace the old 30-minute
oxygen masks), providing emergeny
vehicles and communications facilities

and solving a problem in the gallery
doors.

BART also was required to recognize
the fire chief in whose jurisdiction a fire
occurs as the "incident commander."

-Carol G. Blitzer
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Dayton Hudson self.insures dental plan
ABOUT 15,000 employes of Min-

neapolis-based Dayton Hudson
Corp., Dayton's, Target, B. Dalton
Bookseller and Dayton Hudson
Jewelers are now covered by a
dental plan implemented earlier
this month.

The self-insured plan, adminis-
tered by Bankers Life Co., is de-
signed to encourage preventive
care while controlling company
expenditures. Benefits are prede-
termined before care is adminis-

tered and a direct claims filing sys-
tem will streamline processing, the
company says.

Benefits are split into basic cow
erage and major coverage. Basic
care covers reasonable and cus-

tomary charges for diagnostic, pre-
ventive and routine restorative

work such as fillings and extrac-
tions and is 70% covered after a

benefit beat

lifetime $50 deductible.
Mgjor care includes endodon-

ties, periodontics and prosthodon-
ties and covers 50% ofexpenses af-
ter a $50 annual deductible. The
maximum annual benefit applica-
ble to both categories is $500.
Orthodontics are excluded.

Employes pay about 25% ofthe
premium: $1.40 a month for indi-
vidual coverage, $2.80 to cover two
persons and $4.45 for family cov-
erage. The'contribution varies by
company.

The total cost to the employer
cannot be determined yet because
the lifetime deductible will keep
claims costs down the first year,
said Paula Roe, benefits consul-

tant at Dayton Hudson.

Higher pensions
Chase Manhattan Bank in New

York is increasing the pensions of
workers who retired in 1979 or be-

fore. Benefits increases will range
from 4% to 19%, depending on the
date of a retiree's initial pension
payment.

The cost of the benefit improve-
ment will be $750,000 for the rest o f
this year and $1.5 million for 1981,
the bank estimates.

Full premiums
Westinghouse Corp. has agreed

Put Corroon*Black
on the job.

We' the brokerswho'11 do more than handle your
surety bonding and construction insurance needs.

Having the proper surety bond and construction
insurance can be as vital to getting a big construction
job as the bid itself. And that's where Corroon &
Black's expertise can help.

Our surety bonding specialists will work with you
to make certain the required bonding credit availabil-
ity is there when you need it. And our in-depth con-
struction industry experience will serve to help you
with your bonding, insurance, and other construction
project requirements.

1?

to pay the full$25 million premium
on a dental plan for 110,000 em-
ployes and their dependents.

Under terms of a new three-year
contract effective Aug. 1, West-
inghouse will provide dental bene-

fits for all U.S. employes with a
least one year of service.

The dental insurance, which car-
ries no deductible, is written by
The Equitable Life Assurance So-
ciety. Claims will be handled
through its office in Pittsburgh.

HMO targeting
A Boston-area HMO will be ped-

dling the HMO idea to benefit
managers more than employes in
the future.

"How the benefit administrator

represents an HMO to employes is
more important than the efforts of

Couldn't you use this kind of assistance? Then call
Corroon & Black. Our team of professionals will ana-
lyze your surety bond program and all your construe-
tion insurance. And show you the advantages of deal-
ing with one of the largest business insurance brokers
in the world, with more than 90 offices worldwide.

To start, just call Richard M. Miller, President,
toll-free, at 800.221-7024. (In New York, call collect
212-363-4100.)

W Corroon&Black
Wall Street Plaza, New York, NY 10005 • Offices nationwide and worldwide

h

its marketing staff," said Robe
Lurie, vp of the 940-member H:
vard Community Health Plan
Boston.

"Benefit administrators in mo
than half the cases set member e

pectations. These are important e
far as member satisfaction is co
cerned," Mr. Lurie said.

Instead of telling benefit a,
ministrators what information ar
forms the HMO needs to market ,

employes, the HMO will try 1
serve the benefit department. "TA
want to try to create efficiency fk
employe benefit administrator
We want to look at how we ca

help them process claims forms.

Center to open
The PruCare health maint,

nance organization, a subsidiary,
the Prudential Insurance Co., wj
open its doors in September j
Nashville.

The HMO will be operated i
conjunction with the Miller Med
cal Group and initially will sen
only employes of participatin
businesses. It is the first HMO 1
be licensed by the state ofTenne:
see.

Dakota HMO
North Dakota's second heall

maintenance organization is e:
pected to be operating in the Bi
marck area by late 1981 or earl
1982.

Area employers have shown hig
interest in the plan, now nearin
final development, said Dennj
Edmonds, executive director c
Dakota Community Health Plai
The West River Health Maintc

nance Organization in Hettinger i
the only HMO currently operatin
in the state.

An HMO also is being planne
for Rugby and groups are consic
ering similar plans for Minot an,
Fargo, Mr. Edmonds said.

Federal contract

The federal government shoul(
terminate an HMO contract witl

Blue Cross/Blue Shield that cover:
federal employes, Rep. Glady:
Spellman (D-Md.) says.

ThechairmanoftheHousecom
pensation and employement bene
fits subcommittee says the con
tract, which expires Dec. 31
should be terminated at the end o
the year because BC/BS has viola
ted contract terms.

Alleged BC/BS contract viola
tions include utilitizing HMOs tha
have failed to receive qualificatior
and not hiring enough medica
specialists at the HMOs, said ar
aide to Rep. Spellman.

About 7,200 federal employel
subscribe to 14 HMOs sponsorec
by various BC/BS plans.

BC/BS officials declined to com

ment on Rep. Spellman's charges
but a spokesman said the Blues ar€
confident the federal program wil
be continued.

The Office of Personnel Manage-
ment wants to extend the program
for at least another year.

"If we decide not to continue the

network, this one-year extension
will permit network plans and
their members to make other ar-

rangements for participation in the
program for 1982," associate direc-
tor Gary Nelson told a congres-
sional panel.

If the HMO network program is
terminated, federal employes
could opt for coverage with othe
private insurers or join a conven
tional BC/BS plan at rates com
parable to what they now pay.

Made anv benefit changes ? Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, Itt. 60611
or call 312-649-5430.
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Bond scheme could be nationwide
By MARY ANN MATLOCK

PHILADELPHIA-Indict-
ments have been issuec here in the

sales of phony performance bonds
that could be part of a nationwide
scheme to defraud contractots, a
U.S. attorney says.

Earlier this month, six men who
either ran, owned or were em-
ployed by Casualty & Indemnity
Co. in Philadelphia wee indicted
by a federal grand jury here on
charges of issuing $25 million in
phony bonds and loan guarantees.
They claimed to represent C&I
and General Insurance 20. Inc., ac-
cording to charges.

The indictment charges the six

with 22 counts of seLing phony
performance bonds to zontractors
in at least five states.

It is unclear from the indict-

t

ment, however, how many con-
tractors accepted the bonds. U.S.
attorney Peter Vaira thinks the
scheme could be nationwide.

Before this indictment, General
Insurance Co. ofAmerica, a unit of

Seattle-based SAFECO Col,Ik,
warned contractors not to pur-
chase bonds from representatives

using the General Insurance name
with the initials S.N. or NA fol-

lowing.
"We are afraid there are in-

stances of people accepting bond s
that are no good." said Denn s

Spickard, vp and manager of the
SAFECO surety departmen:.

"There may be subcontractors
holding bonds not worth the paper
they were written on."

Forexample, Sam P. WallaceCo.
Inc. of Dallas was notified that a

bond would be issued, said Mr.
Spickard. However, before the
firm accepted the bond, SAFECO
was called and the fraudulent deal
ended.

SAFECO learned of the scheme

:uly 24 when calls to its Philadel-
phia office questioned the legiti-
macy of bonding for securities is-
sued by the Angina Corp.

Spickard said potential buyers
were notified of the scheme.

SAFECO also called insurance

commissioners in New York, New
:ersey and Pennsylvania, where
the fraud started.

SAFECO also placed advertise-
ments in the New York Times,
Wall Stree: Journal and Philadel-

Thia Inquirer warning of the mis-
use of the General name and affili-

ation.

"The matter is causing us a great

deal of concern," Mr. Spickard
said "It disrupts how business is
done, which is having faith in the
other person.

"Part of the problem is that un-
like normal insurance policies,
which are printed by carriers, the
bond business differs. A form is

prepared by the prime contractor
and owner and the surety either
stamps or types in the name of the
bonding company."

Named in the indictment are:

Seymour Pollack of New York;
John V. Geopfert of Wall Town-

ship, N.J.; Thomas E. Scott ofBan-
ner Elk, N.C.; Alex Feinman of
Moorestown, N.J.; Lawrence Rush
of Port Washington, N.Y., and
Mark Snyder of Cherry Hill, N.J.

Mr. Feinman and Mr. Snyder
also are awaiting trial in New Jer-

maow insuring the World of Trade
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World Trade
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P

sey on charges they used similarly
fraudulent tactics under the nam€

Somerset Insurance Co. of Chern
Hill (BI, May 3).

In another matter, Mr. Pollacli
has been identified as issuing :
$500,000 bond to help debtor F
Anthony Hamilton regain posses
sion of autos repossessed bk
Crocker National Bank in Sar
Francisco.

The bank had loaned $900,000 to
Mr. Hamilton, who was spending
his weekends in jail according to
the Wall Street Journal.

The bond, allegedly sold to Mr.
Hamilton by Mr. Pollack for
$6,000, was not accepted by the
bank as a means for Mr. Hamilton

to regain possession of autos that
he bought with the original money
loaned by Crocker National. •

AT&T Co.
to hike

pensions
NEW YORK-American Tele-

phone & Telegraph Co. is estab-
lishing two new pension plans that
increase benefits for hourly and
salaried workers.

Corporate officials said benefits
willincreaseformostworkerswho

retired after Aug. 10 this year. No
benefits will be cut.

The move will allow the com-

pany greater flexibility in trans-
fering employes to different plants
by reducing the paperwork re-
quired to shift workers from one
pension plan to another, AT&T
said.

Workers do not lose vesting
when changing plans.

The move is part of a larger cor-

porate restructuring at AT&T, said
chief financial officer William S.

Cashel Jr. "As the business re-

structures, there is likely to be an
increase in employe transfers

within the system."
The general increase in benefits

under the new pension formulas
will make it easier for retirees to

cope with inflation and willlay the
groundwork for future benefit im-
provements, the company said.

The move will change the pen-
sion formulas of the 33 separate
plans with $28 billion in assets and
streamline them into two uniform

systems, said Virginia Swanstrom,
manager of benefits administra-
tion. Currently, AT&T's 700,000
hourly and 300,000 salaried em-
ployes accumulate benefits
through a formula based on a per-
centage of their highest five-year
average salary.

The new formula will place
hourly workers in job classifica-
tions to which a pension value will
be assigned, Ms. Swanstrom said.
Atretirement, benefits will be paid
according to the value of the job
class and length of service.

The formula for the salaried em-

ployes has not been determined
but it will be different. "The unit
Value lends itself better to the col-

lective bargaining plan," she said.
The new system will not in-

crease benefits for the 178,000 cur-
rent AT&T retirees, but the com-
pany is reviewing those workers'
plans, Ms. Swanstrom said.

She added that retired workers
will receive pension improve-
ments under the recently cdmple-
ted contract negotiations (BI, Aug.
181

Under the contract, workers
who retired before Dec. 1, 1979,
will get a 9% increase in pension
benefits in mid-1981 and a 7.5% im-
provement in January 1983.

The pension changes are ex-
pected to take effect by Oct. 1. •



There's a new brand of international conquest spreading out
there. It isn't called war. It's called investment. Dollars, francs,
yen, and rial are changing hands to the tune of hundreds of bil-
lions a year. And more and more, American businesspeople are
finding it's a whole new ball game.

It's not just language or legal differences that are prob-
lematic. It's the differences in insurance standards between
operations at home and abroad.

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

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

American standards.

And that's not all. Our Factory
Mutual trained engineers operate in over

40 countries worldwide. So facilities

in the most out-of-the-way places
can have the most up-to-date pro-

tection. At Arkwright-Boston,
we not only think you can
have the best of both worlds,
we think you should.

Arkwright-Boston.
We do it better, because we
do it right.
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editorial opinions

Improving ratemaking
T TNDERWRITERS CONTEND they
U must underwrite to a profit, ignoring

investment income.

Insurance buyers counter that invest-
ment income should be considered in the

ratemaking process, reducing premiums.
The resolution of the interminable de-

bate over the proper recognition of invest-
ment income in the insurance business

may lie in the hands of public accountants.
There's a movement afoot in the ac-

counting business, championed by some.

CPAs, to force property/casualty insurers

to discount long-term claim reserves-to

recognize the time value of money.
Instead of reserving today the full

amount of claims to be paid years hence,

insurers should only reserve the principal
needed to yield, with investment income,

the ultimate cost of claims, these accoun-

tants argue.

Investment income each year would

then be applied against the reserves as
anticipated. The excess investment in-

come would be included in operating

earnings for the year.

Discounting would reveal a truer pic-
ture of an insurance company's financial

status at the end of each year. "And it

would show the true profitability of some

lines because premiums would be
matched against the present value of
claims rather than the gross value," says
one CPA who supports discounting.

TAThat really galls some CPAs is that in-
V V surers recognize the impact of infla-

tion when setting reserves to cover the
growing cost of a claim over time, but they
don't recognize the time value of money.

If discounting had been in practice in
the mid-1970s, the horrendous results re-
ported in product liability and medical
malpractice would have been reduced by
the amount of investment income antici-

pated from the reserves established. It
would have been a significant amount.

If the results hadn't looked so bad,
underwriters wouldn't have overreacted

and raised rates so much.

Matching investment income to the pre-

miums generating it will also allow insur-

ers to accurately calculate the lowest pre-
mium they can charge and still make a

profit. So far, insurers don't identify this
amount-if they know it-to anyone.

The benefit of such an accounting
change for the insurance buyer would be
twofold: One, eachlineofinsurance would
be more fairly priced. Two, discounting
may produce lower premiums for all.

Now only the largest buyers with pre-

mium-volume clout can win premium re-
ductions for anticipated investment yields
on their premiums.

Some industry observers warn, how-
ever, that such an accounting change
could be the ruin of the insurance busi-

ness. It would steal insurers' cushion

against bad underwriting and short re-
serves and deprive them of additional cap-
ital to build surpluses, they argue.

Tnsurers are afraid that discounting for
lannual financial reports to shareholders
will change their statutory accounting and
tax basis. And they fear insurance com-

missioners might start looking at invest-

ment income when reviewing rate re-

guests-which is already a practice in
more than a dozen states.

The discounting wouldn't be per claim,

but per lineof insurance. It would have its

greatest effect on the long-tail lines-those
in which claims are paid years after the

policy is written-like professional liabil-

ity, general liability, workers compensa-

tion and product liability.
The American Institute of Certified

Public Accountants' insurance companies

committee has been grappling with the is-

sue of discounting since 1975-some sup-

port it but more oppose it.

Based on the most recent meetings of
the committee, it appears the members

will not endorse widespread discounting.
Instead, it seems the committee will

merely endorse discounting of unpaid

claims that are relatively fixed and deter-

minable with payments made over a long
time-such as workers compensation

claims. It's too early to tell if other types of

claims and even incurred but not reported

losses will be subject to discounting in the
AICPA guidelines.

But one CPA predicts that in this decade
discounting will be forced on insurers,
probably by the Financial Accounting
Standards Board.

Once and for all insurers will then be

forced to openly recognize the signifi-
cance of investment'income.
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Misleading on MARTA
To the editor: "City trains pass

up savings" (ElI, July 14) was both
surprising and disappointing.

ThestatementthattheMetropol-
itan Atlanta Rapid Transit Author-
ity passed up savings of $130,000 in
the placement of its fiscal 1981
operating insurance program is in-
accurate and misleading. The facts
related to the decision to continue

placement o f fiscal 1981 operating
insurance with our present carrier
are as follows:

• Our request to Marsh &
McLennan for a proposal was
dated June 2, 1980; however, dis-
cussions were taking place be-
tween our director of risk manage-
ment and representatives of Marsh
& MeLennan for several weeks

prior to that time. We began a re-
view of our operating insurance
program as early as mid-March
and this continued up until the
time that a final dedision was

made.

• Marsh & McLennan initially
indicated that they were prepared
to submit a quote on the primary

coverage for only $9.5 million ex-
cess of a $500,000 self-insured re-
tention. That quote would be con-
tingent upon MARTA naming
Marsh & McLennan as exclusive

brokers of record allowing them to
go into the limited excess markets
and negotiate for the $40 million
excess of $10 million to complete
our operating liability insurance
requirements. That quote, which

was for only 20% of our operating

insurance requirements, was for
mally submitted by M&M on June
10, and was thoroughly reviewe(
by our insurance consultants, thc
MARTA staff and discussed wiu
the board of directors.

• After further negotiations
with our present brokers and un
derwriters, which resulted in :
$220,000 premium decrease, anc
after giving careful consideration
to the possible impact of a change
in the placement of operating in·
surance on our total insurance pro·
gram, it was recommended that we
stay with our existing program fo I
fiscal 1981.

• On June 23, M&M submitted a
second formal quote both on the
primary and the excess coverage
which it had placed in the domes-
tic·markets. This quote was
$725,000. With only four working
days remaining prior to the expira-
tion of the present policies, with
staff recommendation and board

approval required, and other con-j
siderations related to changing
carriers, the recommendation was
made by staff and our insurance
advisers to stay with our present
program for fiscal 1981.

• While there was a difference in

premium of approximately
$46,000, the decision to change
brokers and underwriters, after a
long and stable relationship at a
time when substantial premium
reductions had been negotiated, is
one that could not be made with-

Continued on page 571
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In the past, American corporations
could protect their overseas directors
and officers from litigation arising under
US. laws.

But they never could be absolutely
sure whether they were directly insured
for claims filed against them in foreign
countries.

Not any more.
Now, for the first time, the AIG

companies can give you one all-inclusive
global policy that covers all your directors
and officers in virtually every country in
the world.

Nobody else in the world is
doing this.

Probably because nobody else has
our facilities in over 130 countries and

jurisdictions around the world.
So if you're a multinational corpora-

tion, get in touch with us soon.
That way, even if your directors

and officers are Down Under, they have a
chance of coming out on top.

THEAIGCOMPANIES.
Let us take the risks.

For more information. contact American International Group. Dept. A. 70 Pine Street, New York, N.Y 10270.
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Hospital worker
can both file suit

and collect comp
By RHONDA L. RUNDLE

SAN FRANCISCO-Doctors

and hospitals should think twice
about liability before treating their

own employes injured on the job,
in light of a recent California su-
preme court decision.

If complications develop, the
worker may sue an employer for
damages in a medical malpractice
lawsuit in addition to collecting
workers compensation benefits
for disability and medical pay-
ments.

The doctor or hospital plays a
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crease, our com-
mission rate

declines. The USC
Graduated Commission
Scale is a fair fee for

services rendered and
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dual role as employer and medica
care provider when treating one o
its own injured workers, reasoned
the high court in D'Angona vs. Los

Angeles County. Therefore, bott
workers compensation and civi
remedies are available to the plain
tiff, the court said.

Los Angeles County, defendant
in this case, argued the plaintifi
was an employe of a county-
owned hospital and therefore pre-
vented by the exclusive remedy
rule of workers compensation
from filing a civil action against
her employer.

The supreme court disagreed
"If (an employer) treats an em-
ploye rather than paying another
for treatment, he should be liable
as a doctor rather than as an em-

ployer," wrote Justice Stanley
Mosk, who authored the unani-
mous decision.

If the plaintiff does recover dam-
ages for malpractice, however, the
county can subtract benefits al-

The doctor or

hospital plays a
dual role, ruled
the court.

ready paid for alleged negligent
conduct, the court added.

It will be two to three years be-
fore Linda D'Angona's case is
tried, say attorneys for both sides.

"This decision is cause for tre-

mendous concern among self-in-
sured medical providers," said
Randall Shelley, the losing attor-
ney. They may be hit with both
workers compensation and medi-
cal malpractice claims if they treat
their own staffers.

Mr. Shelley termed the court's
ruling another attack upon the be-
leaguered exclusive remedy provi-
sions o f workers compensation in
California. "The system needs
comprehensive review by the state
legislature," he added.

The plaintiffs attorney, how-
ever, argued the decision does not
represent an attack on workers
compensation. It merely applies
the firmly established law re-
quiring a doctor-employer to pro-
vide the same standard of care to

an employe as to any other patient,
said Samuel Shore.

"If a doctor or hospital's stan-
dard of care isn't up to snuff,
there's no reason why a patient
should lose the right to sue just be-
cause he or she is an employe," he
declared.

Ms. D'Angona contracted a dis-
ease at the Los Angeles County-
University of Southern California
Medical Center where she worked

as a physical therapist. She
charges the doctors who treated
her were negligent, causing her to
suffer additional injuries.

After suffering a high fever and
other symptoms of meningococco-
mia, she developed gangrene. All
of her t6es and fingers except one
were amputated, eliminating her
ability to earn a living as a physical
therapist.

Ultimately, Ms. D'Angona re-
ceived a workers compensation
award that considered aggravation
of her condition through negligent
treatment. She later filed a medical

malpractice suit against Los
Angeles County seeking unspeci-
fied damages. •

&
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Pension plans slight women: study
WASHINGTON-Working

women can't get their fair share

out ofthe current U. S. pension sys-
tem, a research Naper prepared for
the President's Commission on

Pension Policy charges.
Pension plans will continue to

unfairly discriminate against
working women until the system.

is overhauled, according lo the pa-
per "Working Women, Marriage
and Retirement."

Women's caree- pashs and
parenting make it difficult for
them to qualify for pensions under
the present standards, the paper
says. Half of all working men are
covered by private pension plans,

but only 31% of working w omen
are covered by pension plans, the
study notes.

Several pension plan rules and
provisions exclude women,

... *m

according to the study:
• Many pension plans require

employes to be at least 25 years cld·
to participate. Women are much
more'likely to·begin work befcre
age 25 and leave their jobs in their
early. 2Cs .to have their first chEd.
Therefc re, they fall short of me:t-
ing age participation require-
ments.

Employes who work less than

1,000 hz>urs per year may be ex-
cluded from a pension plan. In
1977, more than 30% of women em-

ployes but only 12% of men em-
ployes worked less than 1,000
hours.

• Under the most popular
ERISA vesting option, most em-
ployers require employes to work
10 years before they can fully vest
in their corporate pension plans.

. e

Women's job tenure generally is
shorter than men':. As a result,
women are much less likely tc vest
than men.

• "Backloaded" pension formu-

las provide lower benefits to
women. A backloaded pension.of-
fers greater pension benefits for la-
teryearsofemploymentcompared

with earlier years of service. Thus
women, whose employment tends
to be shorter than men's, receive
proportionally less ir backloaded
plans.

• The joint and survivor benefit
to a spouse does ncr: have to be
paid ifthe employe dies before the
early retirement age or 10 years be-
fore the plar.'s normal retirement
age, whichever is later.

• In most states, a Foman loses

her rights tc her husband's pen-
sion benefit ifthe marriage ends in

divorce. In eight states, though,
courts have ru]ed that pensions ac-
quired during marriage are part of
the couple's property and are sub-
ject to division.

The President's Commission on

Pension Policy, which is mapping
out a.blueprint to aid policymak-
ers in their search for curing the
nation's pension ills, recommend-
ed several tentative solutions in its

interim report to give women a
more equal share of pension bene-
fits (BI, May 12).

The commission recommended

that all pension assets acquired
during marriage be equally
divided upon divorce.

It also recommended that as a

general principle, vesting require-
ments be reduced, though it
backed off from recommending a

specific figure until its staff com-
pletes a study providing the cost
implications of faster vesting re-
quirements.

*'The commission is extremely

concerned over the implications of
the changing status of women and
the inability of pension systems to
adapt to their needs," said Thomas
Woodruff, the commission's ex-
ecutive director.

"Changes in pension plan re-
strictions would alleviate financial

hardships for many women in re-
tirement."

A limited supply of free copies of
the research paper -Working
Women, Marriage and Retire-
ment" may be obtained from the
President's Commission on Pen-

sion Policy, 736 Jackson Place
N.W., Washington, D.C. 20006.

Allen's

damage
adjusted

AUSTIN, Tex.-The National
Flood Insurance Program and the
Texas Catastrophe Property Insur-
ance Assn. have set up a pilot
c.aims handling program in the af-
termath of Hurricane Allen.'

A single adjuster will be as-
s gned to handle both flood and
windstorm losses whenever possi-
ble. Previously, two or more ad-
justers handled the losses if they
involved damages from flooding
and windstorm covered under sep-
arate policies.

The NFIP has opened a tempo-
rary office at 4410 Dillon Lane,
Suites 2-4, Corpus Christi. TCPIA
will accept claims at its temporary
cffices, 3833 S. Staples, Corpus
Christi, and 510 E. Harrison.
Harlingen. •

om The Reprint Department .

business
in=ance

The national newsweekly of

loss prevention. risk financing antmploye benefit management 1||

Do you need to dis-

tribute copies of arti-

cles appearing in Busi-

ness Insurance at your

meetings or for your
mailings?

Business Insurance

has expanded its re-

print department to
meet your needs.

For fast, low cost* re-

prints of articles ap-

pearing in Business In-
surance, or to obtain

reprint permission for
your own copies, call or
write:

Reprint Department
Business Insurance

708 Third Avenue

New York, N.Y. 10017
212/986-5050

·New prices effective 1 /15/80
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What property
underwriter
already Insures
production

mcmnesfor
coal gasification.

gasahol
coal liquefaction
synthetic gas. LNG.
snale oil
and solar energy?

IRIdoes.
There's no substitute for experience..It's what makes
Industrial Risk Insurers the major property insurance mar-
ket for all energy-related risks. From pilot plant to full
scale. From convdntional utilities to
the synthetic fuel plants of the 80's. ndustrial
Come to IRI for the best in loss pre-

.vention advice and sound, knowl- 0 isk
edgeable underwriting. Come to IRI
for experience. Industrial Risk Insurers, nsurers

Hartfo rd, CT 06102.
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Ever wonder what most HPR insurers do
with your 3 year deposit?

They use it to feed their own interests.
They invest it. Earn dividends on it.

Expand with it.
And you gain nothing. Because you

can't make money on money you don't have.
At Commerce and Industry, we do

things differently.
With our HPR insurance, you not

only get the most fearless underwriters in
the field. And engineers who look at your

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

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

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

So the choice is yours.
You can go to someone else and let

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

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

little yourself.
Commerce & Industry Insurance Co.

The AIGCompanies.

For more information, contact Commerce & Industry Insurance Co., Dept. A, 70 Pine St., New York, N.Y. 10270.

Let us take the risks.
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- - Property/liability
* Disasters could erupt Cheap umbrella plans
in higher rates in 1981 could fold next year

Bl Roundup

, Neither hurricanes nor volcanoes will

shake property insurance rates this year.
i But look out in 1981.

Though the leading property underwrit-
ers say Mount St. Helens' eruptions and
hurricanes in 1979 and 1980 shouldn't dra-

matically upset the availability of coverage,
growing losses will probably erupt in higher
rates by next year.

"I see very little change in property rates
, between now and the end of the year," ob-
: served Richard Florian, senior vp at
Fireman's Fund. "In fact, comparing
today's marketplace with a year ago, there
has been very little change.

"Next year, however, there may be a dra-
matic reversal-perhaps some retrench-
ment of insurers who have swung too far
out on the pendulum."

Fireman's Fund looks for a tightening in
the current soft market in the first six

months of 1981, perhaps as early as January
or February, Mr. Florian says.

Six-month combined loss ratios-the best

measure of underwriting rdfitability-
show a general deterioration industrywide,
he notes. Fireman's Fund reported six-
month results at about 103%, three points in
the red.

"Property results are still slightly profit-
able, whereas casualty lines are tending to

f be somewhat unprofitable," he explained.

HARTFORD-Rising underwriting
losses are the fuel and inflation the

match that may spark a brush fire of
commercial insurance rate hikes in
1981 and 1982.

The stock property/casualty insur-
ance companies are heading into a
particularly difficult financial period,
the outcome of which can only be
higher insurance costs, according to
the research of investment analyst
Conning & Co.

"In 1981, we believe that there is a
strong possibility of exceptionally
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But insurers may tolerate slightly higher

loss ratios for casualty business because
these generate more investment income.

Other insurers agree the rumbles will
start in 1981.

"We don't see a significant tightening in
the market until the middle of 1981, when
the dualimpact oflower investment income
and higher loss ratios begins to filter down
to underwriting," predicted John C. Morri-
son, president of INA Special Risk Facili-
ties Inc.

Mr. Morrison expects senior manage-
ment will start seriously discussing an up-
turn in pricing next February. Right now
there is too much capacity available to per-
mit a slackening of competition, he says.
There is plenty of reinsurance around and
talk of new sources forming, he adds.

Insurers won't tolerate a combined loss

ratio of more than 100%-the break-even

point-on property coverage, Mr. Morrison
says, Insurance companies will start getting
concerned when the ratio approaches the
97% to 98% range, he adds.

Although another bad hurricane or other
disaster might push Mr. Morrisoh's timeta-
ble ahead by as much as three months, he
does not anticipate an instant turnabout.

Insurers don't respond that quickly, he
says. "It takes time, like turning about a big
ocean liner."

Continued on page 19

poor underwriting results for the in-
dustry," said Conning analyst Robert
Brian.

"We predicate this view on virulent

inflation and its impact on future
losses and existing reserves, acceler-

ated use of cash-flow underwriting
brought on by high interest rates and

intense competition."
Loss and loss expenses have grown

13% a year forthe past 10 years to 1979,
Mr. Brian explains, about 6% faster
than the Consumer Price Index. But

the insurance industry can expect
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81 Roundup

Now is the time to buy cheap umbrella
and general liability policies because insur-

ance companies are planning imminent rate
increases.

Tired of stunted premium growth, insur-
ance executives continue to grumble about
inflation, growing litigation costs and com-

petitive price pressure buyers support.
"There is no question that liability rates

are going to go up," said John Cox, presi-

dent of INA. "Insurers have increasing
costs and increasing incidents of liability.

Any other than an increased price is
suicidal."

Beginning next July, prices will rise 6% to
10% over the next year, Mr. Cox predicts.

Other insurance company executives dis-
agree, saying competition will hold rates
down until later in the third or fourth quar-
ter of 1981. Then the rate cutting will stop.

After a short period of stabilization, rates
will start to go up bit by bit, most agree.

Prices have not risen yet because many
insurers have not looked at their results, Mr.
Cox says.

"Prices will rise by necessity,". he added.
"Hopefully by the first quarter of next year
the industry will start to face up to where we
are."

Overall six-month results for most of the

insurers have deteriorated, Mr. Cox reports.
INA's combined loss ratio of 104% was

worse results in 1980 and 1981.

"Given the much higher rate of cur-
rent inflation, we would conser-
vatively expect an underlying rate of
increase oflosses ofperhaps 16%," Mr.
Brian said, "and possibly more if re-
serve deficiencies develop and are re-
flected in liability lines as a resultof
the impact ofinflation on the tail o fthe
business."

Rate increases for 1981 will be soft at

first, Mr. Brian predicts, but an only
slight improvement in earned pre-
mium for 1981 will probably force

ndustry 1969
Year

1969

1970

1971

1972

1973

1974

1975

1976

1977

1978

1979

198OE

1981E

Pessimistic

Optimistic

10 yr.
growth rate
or 11 year
average

Prems. Prems.

written % earned

(millions) change (millions)

$19,970

22,430

24,824

27,595

30,051

32,071

35,618

43,116

51,149

57,418

63,450

68,500

74,600

75,300

+12%

+12%

+12%

+11%

+11%

+ 9%

+ 7%

+11%

+20%

+19%

+12%

+11%

+ 8%

+ 9%

+10%

$19,108

21,448

23,789

26,556

29,066

31,382

34,505

40,933

48,720

55,441

61,280

66,600

72,500

73,100

+12%

beaten only by Fireman's Fund, The Trav-
elers Insurance Group and U.S. Fidelity &
Guaranty, he contends. INA and AIG im-
proved slightly over last year, he adds.

A Business Insurance survey of several
large liability insurers tends to agree. Com-
bined ratios for liability coverages have
clearly topped 100%, an underwriting
break-even point. Investment income, the
economic power holding down rates and
buoying earnings, may not hold up against
rising underwriting losses.

Insurers also report that some specialty
lines 01'liability insurance coverage, includ-
ing professional liability and medical mal-
practice, will be the first to bear rate in-
creases. Workers compensation insurance
rates will continue to increase slowly.

But results aren't as bad as the last time

around the insurance price cycle, Mr. Cox
says.

Rate increases and other changes should
grow gradually out of income analysis.

"We don't have a company about to go I
broke on our hands that needs to be rescued

by the industry and put back on its feet," he 
says.

The capital base of the industry is also 
bigger than it was five years ago. "We have
the Prudentials, the Allstates and the for-
eign companies. There's a broadened mar-
ketplaBe." 1

Continued on page 18

more rate increases thereafter.

"We believe that combined ratios of

105% in 1980 and between 109% and

112% in 1981 are by no means remote,"
he said.

"Even with the higher interest rates
which will be available on reduced

cash flow, investment income will not

rise enough to avert a significant earn-
ings decline.

"Thus we see a 6% decline in indus-

try earnings in 1980 and the possibility
of an additional 16% to 35% decline in

1981," he concluded.

-1981
Loss & loss

% adj. exp. % Loss
change (millions) change ratio

+11%

+12%

+11%

+12%

+10%

+ 8%

+10%

+19%

+19%

+14%

+11%

+ 9%

+ 9%

+10%

$13,601

15,141

16,085

17,773

20,197

23,918

27,466

30,823

34,494

38,698

44,980

51,100

59,800

58,600

+13%

+13%

+11%

+ 6%

+11%

+14%

+18%

+15%

+12%

+12%

+12%

+16%

+14%

+17%

+15%

71.2%

70.6%

67.6%

66.9%

69.5%

76.2%

79.6%

75.3%

70.8%

69.8%

73.4%

76.7%

82.5%

80.2%

71.9%

Expense
ratio

30.3%

29.6%

29.1%

29.4%

29.6%

29.7%

28.7%

27.4%

26.9%

27.6%

28.0%

28.5%

29.0%

29.0%

28.8%

8
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Independent Insurance Agents of America, Inc.
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800.221.7916
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"Cancellations or increases in

price will be at renewal time,
rather than at mid-term," he said.

Insurers are also willing to dis-
cuss discounts based on invest-

ment income earned from a

buyer's premium. The technique,
used sparingly in 1979 and 1980,
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Cheap umbrella plans could fold in '81
Continued from page 15

Management has changed and
has learned from the last market

crisis, Mr. Cox adds.
"New insurance company man-

agement seems to be doing things
on a more moderate basis," Mr.
Cox said. "It's become more so-

phisticated."
Instead of·dramatic price in-

creases every :wo years, the new
leadership would be more likely to
charge moderate increases at regu-
lar intervals.

*

4

may become more common dur-
ing 1981 renewals.

Large risks may be earning the
discounted prices, just so insurers

'Cancellations or increases

in price will be at renewal
time,' says John R. Cox.

'With very large risks you
get cash-flow considerations,'

says Paul Jurgens.

can attract big premiums to invest,
"though the financial :onsider-
ations are just a large part of the
overall decision on the premium

Y

rate," explained The Hartford In-
surance Group vp Paul Jurgens.

"With very large risks you get
cash-flow considerations that we

The Hartford does more than insure lives. We save them.
When construction worker Steve group life, health, annuity and retire-

Brown fell toward a concrete floor 30 nient plans that most businesses and
feet below that was filled with exposed professionals need.
steel rods and heavy equipment, For business owners and key
it could have been a fatal tragedy. employees, The Hartford provides tax

But it wasn't. advantages through a variety of life
Because his employer, Bradley programs such as qualified pension

Environmental Constructors, and an products and a Retired Lives Reserve
independent agent who represents plan. And along with our Deferred
The Hartford, Infantine Insurance Compensation, Disability Income
Inc., had been working with a and Business Travel-Accident plans,
Hartford Loss Prevention specialist. all can be custom tailored to your

One of his recommendations ,---x needs, along with supporting serv-
was installing the safety net \ ices that help solve tax reporting
that saved Steve Brown's life. C#„,==/Aa.-T / and paper-work problems.

In addition to saving lives /" Our Group Life, LongTerm Dis-
with loss prevention services, The ability, Dental, Medical insurance
Hartford also has all the individual and plans, and Group Pension plans offer

The Hartford insurance Group. Hartford, Connecticut 06115,

businesses and professionals attrao
tive fringe benefits with tax or cash
flow advantages.

To learn more, check the Yellow
Pages for an independent agent or
broker who represents The Hartford.
Then, be sure to ask for a quote.

BUSINESS W.f
HOME
AUTO
LIFE =mj*U)*A
THE HARTFORD
Let us protect your world.

can play into the pricing of the pol-
icy. We might, for example, say
that if you pay all of a $3 million
premium in advance, we can allow
some sort of discount.

"But it is very seldom that some-
one has $3 million in pocket to put
it all upfront," he said. Without dis-

counts on premiums, rates will in-
crease less than 10%, kept down by
continuing competition, he adds.

Wausau Insurance Co. execu

tive Robert Young also predicts la-
ter rate increases.

But more changes in liability in-
surance packaging, inspired by
firms that self-insure some casu-

alty risks may also hold back rate
hikes. Insurers will begin to pack-
age more casualty and property
lines of insurance to make them

more attractive, he adds.

Rather than price, the extent and
type of coverage provided will be-
come important, he says. Premium
prices for Wausau clients are not
expected to increase in January at
renewal time.

"We do not see any indication
that prices are going to change,"
Mr. Young said. "Ifanything, com-
petition was more severe this July.
We visualize the same thing from a
price comp*titive atmosphere in
1981 at midyear."

A change in cycles may occur by
the end ofthe third quarter of 1981,
but not as dramatic a change as in
1974 and 1975, he adds.

"There is nothing on the horizon
to indicate there will be mid-term

increases or cancellations that pol-
icyholders were hit with in 1974
and 1975," Mr. Young said.

"Competition has been severe,
but not as severe as it was in the

early '7Os. We've seen a more
steady pattern o f loss or loss expe-
rience."

Loss ratios have been rising na-
tionally, Mr. Young agrees, but the
combined ratio for Wausau, which
wrote $117 million of general lia-
bility insurance last year, was
about 93%, he contends.

Wausau will consider hiking
premiums when losses and loss
expenses reach 100%, he adds.
"We're just breaking even now, so
at that point we hope the rates pro-
mulgated by the Insurance Ser-
vices Office will go up."

Aetna Life & Casualty loss ratios
have already topped 100%, jump-
ing nearly 9% from last year's
94.9%, and prospects do not look
good for fewer losses, says vp
Oliver Patrell.

"My job is to make that loss ratio
better," he said, "but not many
people have my optimism. Under
normal circumstances, I also
would've said the competition
would've eased by now. There are
very few insurers that will end the
year with combined ratios under
100%,"

Aetna underwrote about $900
million in casualty insurance pre-
miums for the first six months of

1980,"butthecompany'sgrowthis
flat, compared to a couple of years
ago when we had substantial
growth," Mr. Patrell said. "There's
an impending need for rate in-
creases in most casualty lines, but
I can foresee heavy competition
through 1981." •

Re Assn. officers

Bard Buneas, chairman, president
and chief executive officer of
Crum & Forster's Constitution

Reinsurance Corp., was elected
chairman ofthe Reinsurance Assn.

of America. Theron J. Strenk,
president of INA Reinsurance Co.,
was elected vice chairman and An-
ton J.C. Hassing, president o f Phil-
adelphia Reinsurance Corp., was
chosen secretary-treasurer of the
association.



1980 disasters

will likely erupt
in higher rates
Continued from page 15

Fire and allied coverages at INA
are still very profitable, with a

composite loss ratio running about
60%, not including insurer ex-
penses typically computed at 30%
to 35%. There have been no major
catastrophes to eat up property un-
derwriting profits this year.

Catastrophes alone should not
trigger a downturn in the under-
writing cycle.

"A major earthquake would
have no more effect than a hurri-

cane," noted Rudi Landot,
Kemper's chief insurance officer.

"They are scary, but you plan on

them. Your property rates reflect
the probability that a catastrophe
is going to occur every few years. It
is in the picture."

The underwriting cycle will turn
downward sometime in late 1981,
Mr. Landot predicts. "I thought
the cycle would turn sooner, but

the investment climate has stayed
more favorable longer than I antic-
ipated."

Though a downturn in the
underwriting cycle usually means
insurers will charge more for cov-

'There may be
a dramatic

reversal,' says
Richard Florian.

erage soon, Mr. Landot suggests
the long-term cycles are good indi-
cators of industry health.

"We talk about cycles as bad
things. That's not necessarily the
case," he said. "The cycles them-

selves are indicators to regulators
that the business is competitive."

For the first six months,

Kemper's combined loss ratio for
property risks was about 96%.
Kemper projects a combined loss
ratio by year's end to be about 97%
for property risks.

Though most types of property
coverage will increase in cost, the
cost of basic monoline fire insur-

ance is likely to decrease, says
James Marran, underwriting vp
for The Continental Insurance Co.

"Rate decreases on monoline

fire will continue for the next three

years," he predicted. "Commercial
multiperil rates will also drop.
Multiline package rates are also
heading downward.

"However, multiline packages
are skimming experience off the
monoline fire business," he ex-

plained. When rate increases do
come, buyers can expect a hot in-
crease.

"The scenario is established for

1981. It's going to be worse than
deterioration. Underwriting ratios
will be in the red, " Mr. Marran
said.

Though property rates will be
shaken, disastrous casualty rates

may hold offlarge property rate in-
creases, suggests Robert V. Toppi,
assistant vp for commercial lines
at Aetna Life & Casualty. Insurers
may use property coverage to meet
goals left sagging by failing ca-
sualty insurance policy sales.

"Since many companies are be-
ginning to have loss ratio prob-
lems on the casualty side, they
need production to 6ffset rising
expenses," he explained.

"Experience in the package and
property lines has been extremely

good, so I don't think you can sup-
port rate increases. In a competi-
tive market such as this one, if you

increase rates, you run the risk of
losing the more attractive ac-

counts in your book of business."
Commercial property lines at

Aetna have been profitable
through the first six months of
1980 and are expected to remain so

through the end of the year, bar-
ring any major catastrophes, Mr.
Toppi says.

Hurricanes Frederick and David

didn't have a significant impact on
the competitive environment last
year, he notes. But a severe loss in
heavily industrialized areas of
Florida or Texas could adversely
affect the reinsurance market.

"If reinsurers suddenly decide
they want more money for their

exposures, that would translate
into a quick increase in property
insurance prices for the end-user.

"We've been free of major
storms for about 10 years, but with
the proliferation of wind pools and
other coverages, people are build-
ing condos out over the water,
creating much larger concentra-
tions of insured values that are vul-

nerable to serious storms," Mr.
Toppi said.

When the market does tighten, it
will hit the large risks first, he says.
"That's where the largest loss po-
tentials are, as well as need for
reinsurance. I don't see any
tightening in small business-type
competition," he added.

There has been surprisingly lit-
tle claims activity following the
eruptions of Mount St. Helens, Mr.

Toppi adds.
"Multiperil package business

has probably been the most profit-
able line of business for Aetna,"
Mr. Toppi said.

"Extended coverage has been
the most marginal line, due to the
high frequency of tornadoes this
year. Although there have been
many more than normal, none has
been devastating."

Various inland marine lines are

unprofitable, he said, because of

small volume and the impact of a
single, large loss. Insurers under-
write such exposures, however,
because the rest of the account

rnay be desirable.
But buyers should look for rate

trouble arriving by sea, empha-
sizes Michael Morrissey, Crum &
Forster vp.

Marine combined loss ratios

have topped 113% for the first six
months at Crum & Forster, but fire
and allied coverages are still profit-
able at a combined ratio of 97%.

"Ocean and inland marine have

been disastrous," he said, and
rates have been soft. "The softness

in view of the losses defies a ra-

tional explanation." •
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WANT TO IMPROVE CORPORATE RESULTS?

INSURANCE COMPANIES LOOK TO IMG

WHY NOT RISK MANAGERS?

Technical Reviews, Risk Funding, Feasibility &

Ancillary Management Studies

INSURANCE MANAGEMENT GROUP

17\AG 1 LANDMARK SQUARE

STAMFORD, CT 06991 (203) 357-7169

Insurance is an ever changing industry; growing
and changing as the business world changes. Finding
the right solutions for your insurance needs takes
knowledge and imagination. Our imaginative solutions,
grounded in experience, provide cost- effective cover-
age for firms large and small... we invite you to let your
firm benefit by being among them.

BRI Coverage Corporation
156 William Street New York, N.Y. 1Ct)38 212-233-7171



1·

A

3

20 / business insurance, August 25, 1980

Potlight-IEyport_

Commercial aviation rates take off

...

.:*

Commercial airlines are finding that the aviation insurance market
has tightened dramatically within the last two years.

By RHONDA L. RUNDLE

LOS ANGELES-Commercial

aviation insurance rates are taking
4# off and climbing steeply.

Renewal increases range from
10% on prime corporate accounts
to 100% and even higher for com-
mercial operators of charter, rental
and instruction aircraft.

Northwest Orient Airlines is the

first major U.S. carrier to renew
since the markets tightened about
six months ago. Despite an excel-
lent safety record, the airline was
"very happy" with a slight pre-
mium increase, said risk manager

 Gordon Gilbert.
Another airline wrapping up re-

newal negotiations a few weeks
ago was less enthusiastic. Al-
though the carrier's risk manager

declined to reveal actual figures
under discussion, he termed the
probable increase "very signifi-
cant."

The market has tightened dra-
matically since two years ago, he
said. "If an airline has experienced
any kind ofserious loss within the
past three to four years, it can look
for 20% to 30% increases next time
around," he predicted.

The bulk of US. commercial air-
lines face contract renewals next

spring, said John Brennan, presi-
dent of U.S. Aircraft Insurance
Group in New York. He said there
was no indication of what might
happen, but admitted contracts
could potentially undergo dra-
matic changes.

The only aviation line that ap-
pears to be holding firm is product

Sail through the Bermuda tangle with General Re.
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For the newly formed captive company or
the captive venturing forth toward the profitable
assumption of outside business, the way is
fraught with peril.

Setting proper retention levels, creating
workable excess programs and correctly
evaluating outside business require skillful
underwriting techniques for much of the way is
uncharted.

Actuar al counseling, claims and statistical
analysis; each requires an expelise exclusive to
reinsurance.

General Re offers experienced counsel in
any area of reinsurance management.

Chart a successful course for your captive.
Call your General Re underwriter today.

General Re
General Reinsurance Corporation, 600 Steamboat Road, Greenwich, Connecticut 06830 (203) 622-4000:

General Re Services, Ltd., Insco House, Church Street West, 1-amilton 5-31, Bermuda (809-29) 5-3742 Telex: 3623-GRSRV-BA

liability for manufacturers, said
Ronald A. Hill, president of Bayly,
Martin & Fay Aviation Insurance
Services Inc. That coverage ap-
pears to be adhering to the soft
market conditions in other casu-
alty lines.

Brokers and underwriters con-
sistently cited 10% to 15% in-
creases being quoted on corporate
fleets, but there are indications
this might be conservative.

A major corporation with a
three-jet fleet recently renewed its
hull insurance at a 30% increase,
said a Los Angeles broker whose
firm handles the business. This is
the kind of risk underwriters gen-
erally find attractive, he added.

The hardest-hit category, how-
ever, is the small commercial oper-
ator. Within this group are many
risks considered undesirable by
underwriters, which conse-
quently first bear the brunt of
tightening markets.

Renewals are running 10% to
100%, estimated Richard Davis, vp
o f Associated Aviation Underwri-
ters.

The squeeze has been especially
severe in Alaska, points out Ken
Cross, vp of Stewart, Smith, West
Inc. in Los Angeles. Hull rates in

The hardest-hit

category is the
small commercial

air operator.

Alaska have more than doubled in

the past year. Aircraft there are
used more and crash with alarm-

ing frequency, Mr. Cross observed.
Poor weather and a scarcity of
good maintenance facilities con-
tribute to high loss frequency.

Bad underwriting results and
depressed rates for the past nine
years are pushing many risk-
takers out of the market, industry
observers say. "Rates are actually
less than they were 10 years ago,"
AAU's Mr. Davis said.

"I sympathize with them," said a
broker. "They have to make
money sometimes."

Horrendous loss ratios are not
the result of more crashes or a de-

terioration in safety, the experts
agree, but of inflation-swollen in-
creases in repair costs and ex-
ponential growth in liability pay-
Outs.

Outside the commercial airline
field, the market is chaos, harried
brokers say. That's because major
U.S. binding authorities are drying
up, forcing brokers to go directly
to London, the key building block
in the aviation market.

Three years ago there were ap-
proximately 40 U.S. markets with
some kind of in-house underwri-
ting facility, notes Leigh Hunt, ex-
ecutive vp with E.H. Crump ofCal-
ifornia. Now there are only about a
dozen.

Brokers are lining up to see un-
derwriters in London, who in turn
are accepting less risk. Among the
companies that have withdrawn
from the aviation market are Ex-
cess Insurance Co., formerly a ma-
jor lead underwriter on general
aviation business, and the River
Thames Insurance Co. Ltd., re-
ports BMF's Mr. Hill.

One mjor U.S. insurer that has
been intending to enter the com-
mercial airline field has been un-

able to do so because it cannot pin
down reinsurance, said the head of
the aviation division at one of the

alphabet brokers. .

1
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It snowed in Palm Springs, California last winter. And
in Georgia and the Carolinas. And in the Sahara Desert. In
fact, this past August, it snowed in New Hampshire.

Heavy rains are becoming just as unpredictable. Flood
control engineers who used to think that preparing for a
"100-year-record" was caution itself now speak of 200- and
500-year-records.

\Aather patterns are changing. And they can change
your profit picture. In the first nine months of 1979 alone,
underwriters paid outa record $1.6 billion in insured losses
on 41 "weather-related catastrophes."
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It's snowing where it never snows.
It's flooding where it never floods.

Heret, how to keep the weather from being bad for business.
These dollars only hint at the real total of damages

business suffered.
A prudent risk management step now is to review your

insurance for "Difference in Conditions" coverage. If you
already have it, you may wish to consider raising the limits.
Some corporations have increased theirs tenfold.

"D.I.C." extends property protection toan "all risks"
basis, including floods, blizzards, hurricanes and other natural
catastrophes. Earthquake, a concern on the \Akst Coast, is
also covered.

For information, call any Johnson & Higgins office.

Johnson*Higgins
The private insurance broker. We answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT ANDACTUARIAL CONSULTING THROUGHOUT THE WORLD
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Few buyers switch market for savings
By JOHN MAES

Insurance buyers playing l,he
competitive markets for new pili-
cies are sounding a pretty soft
tune. No one wants to jar programs
peacefully in place.

But risk executives are tuning
up for some premium reductions
this year and early next year.

Risk managers are reporting up
to 4C % in premium reducticns,
with new coverage and increased
policy limits available at the

cheaper rates.
Underwriters are now looking a.

such risks as municipal liability
that they would have declined
without a second glance only a fevi

years ago.

Few buyers, though, are at-
tempting to shake many new ser-
vices and new policy provisions
from their underwriters.

And although many firms are
conserving cash even mc,re than in
prerecession days, most big cor-
porations do not make wholesale

I.Ar

market char_g-sjust to save on pre-
miums.

Excepticns abound.

• The risk manager of a major
steel company recently changed
insurers on some prope-ty lines for
a premium reduction.

His biggest savings, however,
came in ccmmercial auto cov-

erage-a 40% reduction frcm :he
same market

Cancellat-on is always a possibil-
ity ifthe markettightens after such

a switch, but the risk manager says
he's Frotected his firm by demand-
ing cancellation notices of90 to 120
days.

• Alex J. Ratka, director of risk
management for the University of
Southern Califcrnia in Los

Angeles, changed from INA to Na-
tional Union Fire Insurance Co. for

excess workers compensation in-
surance to save 40% on his pre-
miums.

But Mr. Ratka says he's no fan of
market changes unless savings are

significant and the firm desires a
long-term relationship with the in-
surer.

• Steven Webber, chief of risk
management fo r Jefferson

County, Ala., unlike most of his
risk management counterparts, is
also sounding the hunter's horn as
he renews the county's general
and auto liability this year.

The two coverages will be a"car-
rot" to lure underwriters into ac-

cepting his public officials liability
risk, he says.

Only a few years ago, "they
wouldn't have taken it on a dare,"
he added.

With the fires of competition still
burning hotly among insurers,
"you can get markets willing to lis-
ten to it and put a pencil down so

./.:7 .-*. .I , 'T r
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'We've not

gotten a single
rejection,' says
Steven Webber.

we can at least dicker about it," he
remarked,

"We've not gotten a single rejec-
tion out of hand-just the opposite
of what we would have gotten
three years ago."

Other corporate renewals will be
ho-hum affairs with little wheeling
or dealing, buyers say.

Russell A. Drake, director of risk
management at Borden Inc. in Co-
lumbus, Ohio, recently renewed a
$100 million excess liability policy.

"We were not hunting for con-
cessions. What we were after was a

straightforward renewal," he said.

The policy stayed with Lloyd's
of London, but Mr. Drake said he
passed up a bigger savings offered
by domestic markets to keep his
coverage in London for long-term
security.

"We could have lowered our pre-
miums somewhat with a do mestic
renewal, but I like the evehness of
the London market. It doesn'ttake
the wild, erratic swings and they
don't cancel you that easily," Mr.
Drake said.

"I could have saved by changing
markets, but next year the U. S.
rates could go up by 40% and I've
lost any allegiance I've had by not
staying with the London market.

Mr. Drake is not alone among
risk executives. Many buyers are
reluctant to change insurers or
brokers just to save one-time costs,
and top management usually
agrees that the cheapest insurance
program is not necessarily the
best.

A risk manager for a Florida-
based gas utility says his insurance
package is a finely tuned, preci-
sion-made instrument that could
be thrown out of kilter by a change
o f markets,

"An underwriter just can't come
in and undercut the price of an-
other for such a fine-tuned instru-
ment as our insurance," he said.
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"You don't get this type of mer-
chandise at a used-car lot."

This philosophy led him to
board an airplane and travel to
visit officials of one of his current
insurers to work out a claims prob-
lem as he was renewing his pri-
mary liability insurance.

With insurers so hotly competi-
tive, it would have been easy to
change, "but we've had so much
money tied up in them and they've
got so much invested in us. We try
to find out what the problem is and
solve it if we can. If I can breathe

life into the patient, I certainly wil
try to do it," he said.

The risk manager for a major air-
line who recently saved $100,000 in
premiums in his primary property
renewal stayed with the same mar-

ket even though the risk was redis-
tributed among the insurers.

"When you've been with a mar-

ket long enough, you have a conti-
nuity of coverage. Some markets
would change our whole way of
doing business and we might not
want to do it that way," he ex-
plained.

Changing insurers has hidden
costs, too. The start-up costs that
insurers face for new policy-
holders-initial inspection ser-
vices and loss runs-are custom-

arily passed on to the buyer, he
said.

Hunting around for bargain
prices can also be dangerous.

"If you start playing games with
the underwriters, pretty soon
they're going to say, 'I'm not even
going to quote you on that. Why
should I spend my hard-earned
money on a quote for you when I
can spend it over here and possibly
get some business?' " he said.

James Mascarella, vp/risk man-
ager at Gould Inc. in Rolling
Meadows, Ill., said he obtained
some "interesting reductions" in a
recent renewal of a five-year differ-
ence-in-conditions policy without
changing markets.

"Our program is too highly inte-
grated.to seek alternative markets
every five years," he said.

A market switch can"come back

to haunt you" because the buyer

Robert Reeves

reports a 'good
discount' on a

D&0 renewal.

leaves himself or herself wide

open for cancellation if the market
gets too tight. "The long-term rela-
tiGnship is the best idea money-
wise," he added.

But insurers are more willing to
throw in items to keep business,
Mr. Mascarella says. He won bar-
gains on higher limits and elimina-
tion of some policy requirements.

"There's more voluntary effort
by underwriters to make it attrac-
tive to you on the next go-around
because the market is so soft," he
said.

Buyers tend to be more loyal to
insurers that handle primary lay-
ers of coverage because changing a
primary underwriter means
changing costly service plans, too,

says Ralph Gentry, insurance ad-
ministrator for the Times-Mirror

Co. in Los Angeles.
"I tend to be less and less loyal as

we get higher and higher in layers,
but more and more loyal as we get
down lower," he noted.

Times-Mirror recently renewed
its excess casualty insurance and
managed to get a reduction of
more than 15% without changing
insurers.

That's not to say, however, a risk
manager shouldn't test the market
every several years to ensure he's
paying a competitive price, notes
Robert Reeves, risk manager for
Nashville-based Hospital Corp. of
America. "But every one or two

A

years is too much."
The buyer who beats his drum

about having slashed premiums
drastically by changing insurers is
probably paying too much for in-
surance in the first place, he said.

"The guy who saved 75% this
year is going to face a 125% in-
crease when the market tightens,"
he said.

Mr. Reeves reports a "good dis-
count" on a three-year, prepaid re-
newal of directors and officers lia-

bility without changing markets.
In cases where buyers changed

underwriters or increased limits,
adequate capacity and upgrading
of coverage was the reason more
often than premium savings. •

oUR
FACULTATIVE

UNDER-
WRITERS
HAVE THE
FACILITY

TO HANDLE
ANYTHING
FROM SUB-

business insurance, August 25, 1980 / 23

Few execs switch brokers
LOS ANGELES-Risk man-

agers are also reluctant to change
brokers. Any cost undercutting
brokers offer would not offset the

potential harm to insurance pro-
grams, several buyers say.

Barring serious mistakes or out-
right negligence, Ralph Gentry of
Times-Mirror Co. says he would
stay with his current brokers.

Soft markets or not, he reports
frequent inquiries from brokers
looking for his renewal time but
says he sees·no point in changing.

If a competing brokerage tries to
lure him with new services or fea-

tures, he just turns to his current
broker for the same service.

"Any of the mgjor brokers can
provide the same quality of service

and expertise as another," he said.
Theriskmanagerofagraincom-

pany sees little value in changing
brokers at any price.

"There's a lot of value in getting
to know one another. Our broker

knows our account, knows what

our exposures are and is in a posi-
tion to go to our underwriters and

say, 'We've been working with the
account and we know this and that

about them. .

SOIL OUSHERS TO 00*444 
.a .

a I
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Insurers shy away from arena policy
KANSAS CITY-Don't tell Fred thecity asanadditional insured.

D. Dillon, insurance administrator "The Cincinnati incident did for I F -:

for this city, that competitive in- municipal insurance what the Bok-
surance markets make all policies ton Strangler did for door-to-door f
easy to buy at low rates. salesmen," Mr. Dillon remarked.

He could call you a liar. There have been no takers for t.' f
Since last December, Mr. Dillon Kansas City's policy even though

has been trying to buy $40 million broker Marsh & McLennan has -r
 \ r - „'/ ' -to $50 million in excess municipal beaten the bushes in search of an

liability coverage for Kansas City's underwriter. The London market .Ph +L;
Kemper Arena. No luck so far. is the next step if the zurrent

"Nobody seemed to want to take search fails to produce a domestic
it," Mr. Dillon said. "One agency insurer, Mr. Dillon adds.
said it could get a quote only if we Shopping relies more on rumors '
filled out a 22-page questionnaire. now. Mr. Dillon said he has heard ..
It was getting discouraging. We there are underwriters tha: may be
ran the market down to the last willing to look at the risk, but he
mile and insurers are just not in- has to find them. Premiums will be
terested." steep, he expects.

It may be another three or four
months before the city is insured, No insurems have been willing to write a $40 mil- for Kansas Ci.y's Kemper Arena. The London
he says. . lic·r to $50 million excess municipal liability policy market may be the next stop for the city.

Kansas City needs the coverage
to protect the city from disaster lia-
bility claims. Underwriters have
grown gun-shy, however, since 11
youths were trampled to death be
fore a rock concert at Cincinnati's

Riverfront Coliseum last Decem
ber.

Mr. Dillon began his search for
the insurance shortly after the Cin
cinnati disaster when Kansas City

y /... 46.
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'Nobody seemed
to want to take

it,' says Fred D.
Dillon.

mayor Richard Berkley suggested
the city purchase the excess cov
erage.

The elusive policy would back
up the city's $1 million self-insured
retention of general liability risks.
The city also requires concert and
event promoters using the Kemper
Arena to purchase $1 million one-
time liability coverage and anothei
$1 million in insurance against
business interruption losses. Cer-
tificates of insurance must name

Seamen claims
cost $108,000

LONDON-Worker illness and

accidents cost shipowners an aver-
age of $108,000 per ship annually,
according to the Marine Index Bu-
reau of New York.

A survey by the bureau found
that 14,410 claims were filed by
seamen in 1979, a rate of 72 ill-
nesses or injuries for every 100
jobs, reports Lloyd's Ship Man-
ager, a Lloyd's of London publica-
tion.

The incidence was 12.5% for li-

censed personnel and 43.6% for
unlicensed personnel.

THE COST TRAP
IN HEALTH CARE
COVERAGE.



Liability may inch up in '81
Expect liability insurance rates to start inching upward by the

middle of next year, says Gerard F. Curtis, senior vp of Alexander
& Alexander. Interest rates will make the difference.

"The liability market has been soft, but we're beginning to see
some nild indication of change. It has to do with a reduction in in-
terest rates," he explained.

"Casualty companies relaxed their underwriting to attract as
much new business as possible and did so with knowledge o f high
interestra.es. But a drop in the interest rates is putting the brakes
in that philosophy."

Manr insurers will be sporting combined loss ratios of more than
100% by mid-1981 because of the falling interest rates, he says.

Once the interest rates and combined ratios top out, "the market
will harden and it appears rates will become stable and then begin
to moveurward and bring back combined loss ratios below 100%,"
Mr. Cu:·tis predicted.

Workers compensation will pose some particular difficulties.
"It's a priblem of flexibility and a problem of underwriters not

having :he right to react as quickly as they can to bring changes in
the law to enable them to maintain business on a profitable level,"
said Mr. Curtis.

-Manl Ann Matlock

Everybody wants to control health care
coverage costs. But sometimes executives can
make a costly error.

THE PROBLEM.
Ycu see, the cost of health care protection

has two basic parts. The cost of benefits, and
retention costs, (everything from administrative
costs to risk charges).

Some purchasers are caught in a trap by
conceniating only on retention costs, which
generally are only between 5 and 10%of the total
health care coverage bill.
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Bargains could linger
until 1982, Hines says
By KATHRYN J. McINTYRE

The current bargain-price insur-
ance sale could be the longest in
the history of the business, pre-
dicts Harold H. Hines.

The astute commentator and

forecaster of the insurance busi-

ness, who is leaving M&M to join
The Ryan Insurance Agency
Group Oct. 1, says the competitive
market could last into 1982. He

cites three reasons for the stretch

of this competitive cycle in com-
mercial insurance:

• Unprecedented amounts of
capital available for underwriting

commercial risks.

• Development of captive insur-
ance companies.

• Growing investment income.
Foreign insurers and reinsurers

are pumping more capital into the
U.S. insurance business than ever

before, creating the largest capital
base ever, Mr. Hines says.

The current depressed value of
the dollar on the world currency
market invites this investment,
Mr. Hines explains. Foreign in-
vestment will shift with a change
in the value of the dollar in world

currency, rising if the dollar falls

r V -*523They forget that the really
big savings come from holding
down benefit costs,which usually
make up 90 to 95% of what you
spend for health care protection.

THE SOLUTION.
That's why Blue Cross and 90,095%0FYOUR

Blue Shield Plans pioneered the HEALTHCARE DOLLAR
development and use of cost USUALLY GOESTO

BENEFITCOSTS.AND

containment programs to con- THATS WHEREWECAN

trol and manage benefit costs. MAKE THE BIGGEST
DIFFERENCE.

And Blue Cross and

Blue Shield Plans are the only ones whose
operations are broad enough to deal with the
problem effectively.

ITY ALREADY WORKING.
Blue Cross and Blue Shield Plans often

havespecial arrangements with hospitals and
physicians supporting a wide range of cost
containment initiatives. This means value added
and lower benefit costs to enrolled groups.

In fact, over the last decade, our programs
have helped cut the actual hospital stay by
an average of one full day. And saved
$1,250,000,000 last year alone.

So, before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
He can keep costs from trapping you.

Or wite for the free booklet: 'The Most
Effective Health Care Pyotection Foy Your
Employ€esi' Blue Cross and Blue Shield
Associations, Box 8008, Chicago, Illinois 60680.

Blue Cross®PAI  ENue Shield*
-®

HELPING CONTROL ALLYOUR COSTS.

and decreasing if the dollar in-
creases. Prices will remain low as

long as the capital is high but will
rise if the capital spigot is turned
off.

Captives, however, are here to
stay and are having a clear effect,
Mr. Hines observes. Captives have
created a capital base of money
that historically was paid to insur-
ance companies and helped sup-
port the whole insurance industry,
commercial and personal lines.

Now they have grown outside
the insurance business the way
computer leasing is outside the
computer business, he says.

The accumulation of capital is
available only to the commercial
insurance buyer because it doesn't
touch personal lines and helps to
hold down the costs ofcommercial

insurance, Mr. Hines says.
But most important, he says, is

insurance company executives'
ability to predict at least the mini-
mum they will earn on investment
income. Their asset base can be in-

vested with a reasonably secure re-
turn, he says.

Insurer optimism
keeps rates
down, says
Harold H. Hines.

interest rates, say most econo-

mists, will continue to climb with
continued inflation, Mr. Hines
notes. Insurers expect larger total
assets in premiums and interest in-
come growth because of inflation.

That creates optimism, he says.
"It's more optimism that keeps

us in this trough longer," Mr.
Hines observes.

At some point, "when under-
writing losses and investment in-

come produce a serious negative
result," insurers will hike prices,
Mr. Hines says. He doesn't, how-
ever, suggest what combined ratio

and interest rate might produce
the price change.

But when the market does

change, Mr. Hines doesn't expect
the price increases to approach the
300% increases and dramatic

changes notorious in the mid-
1970s market shift. Inflation's ef-

feet and the leverage potential of
commercial insurers will keep the
capital intact and price increases
less severe, he predicts.

But Mr. Hines admits of all his

predictions, he's least certain
about that. m

U
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CRAVENS, DARGAN & COMPANY
10/4 PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOME OFFICE

350 CALIFORNIA STREET, SUITE 1600
SAN FRANCISCO, CA 94104

(415) 622-7500

REGIONAL OFFICES

SAN FRANCISCO

555 California Street, Suite 2900
(415) 622-7500
LOS ANGELES

3580 Wilshire Blvd.

(213) 380-5650

SEATTLE

Peoples Nat'I Bank Bldg, Suite 922
(206) 223-1800

SPOKANE

Washington Trust Building, Suite 1001
W. 717 Sprague Street

(509) 456-8580

PORTLAND

200 Market Building, Suite 700
(503) 248-9616

Na

In seven years, the sales of National
Can Corporation more than doubled.
Yet the Corporation's incidence of work-
er injury actually decreased 54%. The
result: National Can was able to return
over $5.3 million from a self insurance
accrual to operating capital, through
cash flow savings.

That's significant, of course. But any
well-designed self insurance program
should help cash flow. The extra payout
for National Can is the Corporation's
ability to control loss-producing situa-
tions, often before they occur.

Working as a team, National Can and
Arthur J. Gallagher & Co. designed,
implemented and serviced a self insur-
ance program with emphasis on safety.

NEW YORK

90 William Street
(212) 344-5912

ATLANTA

30 Perimeter Center East, NE
(404; 393-0640

CHICAGO

Sears Tower, Suite 5730
233 South Wacker Drive

(312) 876-0262
HONOLULU

1510 Pioneer Plaza

(808) 521-5031
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Insurers learn

how to ride out
downturn: Exec

By JERRY GEISEL

PARSIPPANY, N.J.-As insur-
ance rates ride a roller coaster
every few years, buyers always
wonder whether insurers will ever
learn how to beat the ups and
downs of underwriting and pri-
cing.

Michael Morrissey, financial
analyst and Crum & Forster vp,
says the industry learned much
from the last sharp downturn and
is better prepared than ever to
cope with competitive shifts.

Better management information

/1

Thanks to Gallaghets Self Insurance Program,
National Can has returned

%30(M)00 to working capital.

Andthathonly Ae beginning!
Gallagher's Certified Safety Profession-
als recommended accountability for all
Company divisions. And the savings here
far exceed those of a typical cash flow
plan. One example under the Gallagher
plan, workdays lost due to injury were cut
in half-a boon to productivity.

Extraordinary results for major com-
panies such as National Can explain
why Arthur J. Gallagher & Co. is the fast-
est growing top ten broker in the country
-over 32% compounded annually for
the last ten years.

Gallagher knows that self insurance is
one way any company-your company
-can still control insurance costs. We
did it for National Can. We'll do it for you.

ARTHUR J.
GALLAGHER

& CO.
Gould Center, Golf Road
Rolling Meadows, Illinois 60008
312/640-8500

International Brokers Providing
Insurance Services for Commercial,
Industrial, Institutional and Self
Insured Clients

systems, higher reserves and
greater diversity of investments
should prevent a repetition of the
dramatic market shifts of a half-
dozen years ago, Mr. Morrissey
says.

In the mid-196Os·when the bull

market began to roar, insurance
companies invested heavily in the
stock market. By the mid-1970s,
"many companies, including our-
selves, had a rather heavy expo-
sure to the stock market," Mr. Mor-
rissey explained.

When the market dropped in
1974, insurers got hit with a dou-
ble-edged sword: Both the invest-
ment portfolio and the underwrit-
ing results went sour at the same
time.

This double-edged sword nearly
forced some companies out of
business and forced a re-evalua-
tion of investment strategies, he
says.

Today insurers are de-emphasiz-

M. Morrissey
foresees trouble

in aviation and
marine lines.

ing common stock investments,
instead putting premium dollars
received into fixed income invest-

ments with high returns.

The high interest rates earned
from investments already are hold-
ing back red ink as underwriting
results deteriorate. "In the 1973 to
1975 period, our combined loss
and expense ratio went up seven
points and our earnings per share
went down 45%," Mr. Morrissey
noted.

"But if our combined loss ratio
were to rise seven points between
1978 and 1981, our earnings would
be flat because investment income
is so much higher than before. So
the potential for a severe earnings
decline is much less than before."

Mr. Morrissey, however, does
see trouble approaching in two
mgjor lines: aviation and marine.
"Prices have been so low and
losses so high that rates have no-
where to go but up," he warned.

Spotting financial trends is old
hat for Mr. Morrissey, who at age
33 already has moved into Crum &
Forster's upper echelon, reporting
directly to chairman Bobby Rus-
sell.

Armed with a master's degree in
business administration from
Dartmouth in 1971, Mr. Morrissey
worked as an insurance industry
analyst for several Wall Street bro-
kerage houses before joining
Crum & Forster in June 1978. •
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port

Insurer predicts drop in buyer's clout

r

"Losses sturdy up people's back-
bones," says Tom Jackson.

By JILL KAPLAN

HARTFORD- Insurers are not

going to bow to buyer price pres-
sures any longer, says Tom Jack-
son, secretary for product manage-
ment at The Travelers Insurance
Group.

There will still be competition,
but not as fierce, and rates will in-
crease by fall of 1981, he predicts.

"Insurers are going to say to one
another, 'Ok, take the business, I
don't want it, '" Mr. Jackson said.

"Insurers have reached the per-
ceived level beyond which it does
not make sense to go any further."

Larger accounts pressured com-
panies to reduce or improve prices
in July, Mr. Jackson notes. But in-
surers now showing unprofitabil-
ity are not willing to give large re-

INTERGALKTIC |
 INTERMEDIARIES

%

ductions to the big accounts.
"Losses sturdy up people's

backbones," he said. "Insurers
can't give it away." Insurance com-
panies suffered small losses last
year, but are seeing very large
losses this year, he adds.

"They are not doing as well, so
they're not as willing to slash
rates," Mr. Jackson said. "The
game isn't worth it anymore and
they're going to stop playing."

The Travelers' combined ratio
for allliabilitylines other than auto
for the six-month period ending
June 30, 1980, was 116.7%, up from
1 35.7% for the same period last
year.

"I expect the competition to con-
tinue, with the peak frenzy at Jan-
umy renewals," Mr. Jackson ex-

rv----- I

0

plained. "By July '81 things will
probably not be as fierce."

No great rate hikes are expected
at renewal time this Jan. 1, but in-
surers won't know for certain until

October or November, he said.
"Then we'll estimate what will

happen to the economy and risk
question. Why should we have to
think about it now?" he asked.

Large firms that pay $100,000 to
$200,000 will probably see no price
hike in January. "Nobody is antici-
pating a price hike and, in fact,
there will be more of the same

pressure to go down," he said.
Barring a great catastrophe, an-

other Great Depression, runaway
inflation or war, Mr. Jackson does
not expect to see a great change in
the markets

"There is no reason for a turn-

521 *cy
«I know the matter is urgent and I'm sure our president

will have that information for you shortly. I see he's consulting
with our stafF in the Research Department right now."

It isn't always necessary-or even desirable-to use an intermedihry.
But for those special situations when it is to your advantage, it pays to
be picky about the intermediary you choose. Take the matter of
manpower.

When you need sound answers fast, it's vital to know that your
intermediary is not handicapped bv insufficient back-up ... that there

are experienced people ready and qualified to respond, That's one
reason for choosing CMI.

At CMI, our strength is the depth and knowledge of our people
and the substance and solidity of the markets we deal with. You'll find
a team of skilled professionals at your service in New York, Chicago
and Los Angeles.

Call CMI for all your specialty needs, including Public Officials
Liability, Primary and Excess Products, Excess Workers Compen-
sation, First and Excess Umbrellas, E&O, All Risk Property and
special programs of all kinds.

CAPACITY MANAGERS INTERNATIONAL, INC.
160 Water Street, New York, N.Y. 10038 (212) 344-5300
New York · Chicago • Los Angeles

around for a while, unless some-
thing causes panic," he said. It
doesn't take a disaster, but it could
precipitate a change. If there were
amMor earthquake in California,
the demand upon capital could be
tremendous.

"There would be less inclination
to risk and that could have a perva-
sive influence on general prices, as
insurers try to get back capital."

Insurers have learned from the

crunch in 1974-75, he contends.
Insurers are more likely to phase

out a product if it's unpredictable
and they can't increase the price,
heexplains. Theyareawareofpos-
sible problems with product liabil-
ity or malpractice and have either
withdrawn from the market or not.

"We won't see the same panic in
the streets," Mr. Jackson said.
"There won't be the same kind of
market vacuum created in 1975-76.

Companies realize it's not intelli-
gent" .

Price cuts

bewilder

executive
By STUART EMMRICH

HARTFORD-Oliver Patrell,
like many of his colleagues, is a bit
bewildered.

Most insurers have been writing
business at a loss for nearly a year.
Prices continue to drop as insurers
scramble for clients and under-

writing results continue to worsen.
At Aetna Life & Casualty, where

Mr. Patrell is vp of commercial in-
surance, this competition helped
the company lose $40.5 million on
its property/liability insurance
business during the first six
months of 1980, compared with a
gain of $57.4 million during the
same period a year ago.

Is this any way to run an indus-
try? Mr. Patrell thinks not.

"In spite of all these losses, the
business is still very competitive,"
he said. Insurers continue to lower

prices even though combined ra-
tios are zooming past 100%.

Investment income helps. Most
insurers rely on those gains to off-
set underwriting losses, and Aetna
saw its investment income jump
27% to $146 million in the year's
first six months.

But investment income or not,
Mr. Patrell still has the unenviable
responsibility of trying to keep
Aetna competitive while trying to
earn a profit.

"My job is to make it get better,
although not many people have
my optimism," said Mr. Patrell, a
30-year veteran of Aetna.

Mr. Patrell is pushing for rate
hikes in the most crucial lines of
business and concentrating much
of the company's underwriting ef-
forts in large national accounts,
where the market is seen as more
stable, he says.

National accounts produced a
small underwriting gain in 1980s
second quarter and a lower under-
writing loss in the last six months
than the small- and medium-sized

accounts, both of which had sub-
stantial underwriting losses
through the first half of the year.

The market may begin to turn by
the end of 1981, Mr. Patrell says,
with some lines showing rate in-
creases before then, but he is still a
bit fatalistic about both the
industry's penchant for price-cut-
ting and the expectations of his
company.

"If it gets much worse, I'll be in
trouble," he said. •
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Allstate promises resurgence in 1981
By JILL KAPLAN

NORTHBROOK, Ill.-With lia-
bility rates plummeting, 1980 is a
tough year to be selling commer-
cial liability coverage. But Allstate
Insurance Co. vows to bounce
back next year as a strong market
for business insurance.

Generalliability rates will not in-
crease, but probably will begin to
stabilize, explains Laurence
O'Connor, vp-commercial under-
writing at Allstate.

"We're going to see rates stabiliz-
ina wejust have to," Mr. O'Ccnnor
said. "We'll see stability as the first
step in recognizing underwriting
losses. I think it will be very bene-
ficial to the market."

Commercial pricing today :s er-
ratic, he notes. Staff insurane un-
derwriters are often inexperienced
and many insurers are pursuing
premium income because invest-
ment income is so attractive, he
says.

"There's more business on the
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market, but not enough under-
writers with experience to write
the business. So junior people are
brought in and this generates ran-
domress and instability in the
quoting process," he added.

Allstate has tried not to partici-
pate in rate-slashing, Mr. O'Connor
contends.

"We've been rather moderate in

our approach to commercial pric-
ing," he said. "It has been difficult,
but we're in commercialinsurance
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for the long haul."
Limitations set on the under-

writing authority of inexperienced
staff or pricing policies set by se-
nior management will change the
situation, Mr. O'Connor says.

"Underwriting will evolve to a
stabilized situation, not the dra-
matic situation we saw a few years
ago," said the Allstate executive.
"Then in two to three years we'll
probably see a gradual firming of
the marketplace."

Premiums will rise when under-

Foreven the toughest risks,
eeone-call" marketing you can depend on.

Your client was just awarded a major construction professional liability, primary and excess casualty, as well
project. But there's one hitch: excess/surplus lines cover- as excess workers' compensation.
ages are needed, and must be in place in a week. One M&C puts many years ofexperience in excess/surplus
call to Montgomery & Collins puts you in touch w:th brokerage to work for you -on the spot - with direct and
the insurance markets of the world. immediate access to more than 40 domestic and over-

As one of the nation's leading surplus lines brokers, seas carriers, including the important. London market.
M&C has the expertise - in each of its Montgomery When the risk calls for an excess/surplus
local offices - to give you access to com- lines placement, one call to Montgom-
petitive quotes for umbrella liability , and Collins, Inc. ery & Collins does it all.

3807 Wilshire Blvd.. Los Angeles, CA 90010 (213) 386-2991. Or ccntact our ne:res, branch office. 4-lanta, Boston, Buffalo, Charlotte, Chicago, Columbus, Dallas, Denver,
Hartford, Honolulu, Houston, Indianapolis, Kansas City, Los Angeles, New Orleans, New York Ci·y Philadelphia, Portland, Sacramento, San Francisco, San Jose, Seattle.
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writing losses become so large that
net income is reduced after includ-
ing investment income, Mr.
O'Connor says. "It looks like some
underwriting results are already
unsatisfactory."

Investment income is so inflated

it would probably cushion any
abrupt firming in price, he notes.

Most liability rate levels are
probably adequate but an increase
can be expected in owners, land-
lords and tenants rates, he adds.

"OL&T is a non-inflation-sensi-
tive business where you feel the
slips and falls," he explained. All-
state has had some pockets of un-
profitability in OL&T, particularly
on the East Coast.

"OL&T rates are generally defi-
cient across the industry," he said.
"Manufacturing and contracting
rates are adequate and product lia-
bility rates are adequate."

Allstate plans to offer more
manufacturing and product liabil-
ity coverage in the future. About 10
branch offices were opened
around the country in the last 18
months under the name of

Northbrook Property & Casualty
Co., Allstate's new commercial
company.

'We've been

rather moderate,'
says Laurence
O'Connor.

Mr. O'Connor couldn't predict
when the cycles will turn around,
"but the current underwriting cy-
cle is certainly on the downswing
in underwriting profit and loss.

"Loss ratio results have already
turned substantially unprofitable
for the industry in the last couple
ofquarters," he said. Allstate's loss
ratio for general liability is 67%.

He declined to reveal the

company's combined loss ratio be-
causeofthehighexpensesofstart-
ing up the new Northbrook Prop-
erty & Casualty Co.

It would probably take more
than a single natural disaster to
catalyze a reverse in cycles, he
adds, because ofextensive reinsur-
ance that is spreading the risk.

Allstate's future in workers com-

pensation lies in legislative reform,
Mr. O'Connor says, but rate in-
creases will not help solve the
problem of the rising cost.

"The real answer to cost contain-

ment is legislation," he explained.
"Legislative reform, such as that
adopted in Florida, will be the ma-
jor positive way of controlling
costs in the future."

The wage-loss law in Florida will
reduce workers compensation
losses there, he says.

Allstate, which plans to open a
branch in Florida soon, did not
write business there in the past be-
cause of the state's problems.

Allstate's liability premium vol-
ume exceeds $100 million.
Workers compensation comprises
15% of total liability premiums. •
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Get Aboa rd
AF lAs Excess & umbrella

RRESS.
You're on the right track with

AFIA when placing excess layers
or umbrellas on overseas risks.

Backed by $16 billion in assets,
AFIA provides a degree of
protection unmatched among

AFIA

U.S. underwriters of foreign risks.
And with facilities in every part
of the globe and offices through-
out the United States, AFIA is
always close at hand. Call AFIA's
nearest office today.

WORLDWIDE INSURANCE Wor/d Headquarters: 1700 Valley Road · Wayne, N.J. 07470
U.S. branch offices. New York • Boston • Chicago • Cleveland • Dallas • Houston • Los Angeles • Miami • San Francisco • Seattle • Wash., D.C.
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ARE YOUR DISABILITY PROGRAMS UNDER CONTROL?
JACOBS DISABILITY MANAGEMENT SERVICES

SPECIALIZES IN CONTROLLING DISABILITY COSTS.

SERVICES INCLUDE:

• PLAN AUDITS • PLAN DESIGN
• CLAIM MANAGEMENT • SHORT TERM/LONG TERM PLAN INTEGRATION
• FUNDING ANALYSIS • REHABILITATION COORDINATION

THIS IS THE ONLY SERVICE OF ITS KIND. FOR MORE INFORMATION, PLEASE CONTACT:
MR. RICHARD LEWIS
VICE PRESIDENT

THOMAS L. JACOBS & ASSOCIATES
222 W. ADAMS
CHICAGO, IL. 60606
312-346-0155

LONG & SHORT TERM PLANS • DISABILITY PENSION • DISABILITY WAIVER

Most people budget
for day to day expenses,
but when unexpected costs spring up
they can disrupt even the best savings plan.
That's what makes dental coverage so
valuable in today's insurance marketplace.

Crown Life is one of the most flexible and

innovative carriers of Group Dental Insurance
in the business, with sound plan design and
competitive rates.

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

Workers comp
rates to increase

slightly: Insurers
NEW YORK-Wage-loss legisla-

tion, rehabilitation and structured
settlements will hold back dra-
matic increases in workers com-

pensation rates, but buyers should
expect small increases to continue
through 1981, insurers say.

"There'll be some increases in

prices to keep up with medical
costs and inflation," said James J.
Holland, director of product man-
agement and workers compensa-
tion for The Travelers Insurance
Group.

"But my own guess is that over
the long run we'll have to see rates

Firms with 10 to 49

employees can Include one
of several available Dental Plans

along with any Health Plan other than Weekly
Income in the Crown Employee Benefit
Packages.

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

Complete and mail this coupon today!
.............................................

: Crown Life Insurance Co., Group Marketing Dept, :
120 Bloor St. East, Toronto, Ontario, Canada M4W 1 88 i
Name..
..

.

: Company
..

i Address ·
..

. 4

· C\W State Zip .

81-08/25/80 •

*CROWN
LIFE INSURANCE COMPANY -„--=i=
HOME OFFICE, TORONTO, CANADA

increase 7% to 8% a year."
The drastic increase in premium

from 1976 to 1979 was playing
catch-up, he says.

"There was a long delay from the
National Commission (on State
Workers Compensation Laws) re-
port in 1972, some of the benefit
changes that followed and our
ability to price them," Mr. Holland
noted.

"I think that has stabilized. I
don't expect to see the same bub-
ble. It was a one-time phenomenon
that had to be passed."

Open competition in all states
may also slow rate increases, but
some stumbling blocks need to be
passed.

"The real question is having a re-
liable class differential system,"
Mr. Holland said. "If there is open
competition without a data base, I
don't think anybody can come up
with any meaningful statistics."

The work comp
situation has

stabilized, says
James Holland.

Wage-loss legislation, now en-
tering its second year in Florida, is
"the great experiment" to many in-
surers.

"If we continue to see the trends
shown in Florida, I think the temp-
tation to trust it in one form or an-
other is going to be overwhelming
in a number of states."

John Cox of INA is asking the
same questions and hoping the
same hopes.

"If the Florida change (to wage-
loss) became more prominent
around the country, I think there
would be a temporary slowdown
in cost increase," Mr. Cox said.

"But will that survive? Who
knows?"

States will emphasize legislative
workers compensation reform in
the future, he predicts. But he is
skeptical that business and labor
can form the necessary coalition.

Rate increases will be held down
somewhat, he adds, by the use of
rehabilitation and structured set-
tlements. "But I think the overall
is going to add up to increased
costs," he said.

INA executives are meeting to
decide what position to take on the
issue of open competition.

"Personally, I favor free enter-
prise, which means the commer-
cial side does not have to protect
the insurers or buyers," he said.
But whether he supports a change
will depend on how the reform is
worded. .
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RETHINKING PROPERTY CONSERVATION
FROMTHEGROUNDUR

Important technological advances are often
accompanied by increased property risks.
Allendale has to be right on the tail of these
new hazards, identifying them and finding
affordable solutions.

Jumbo jets, for instance, are a giant step
forward for passengers, the airlines and air
freight companies. But only in the air. Sitting
on the ground in a service hangar, their size
becomes a serious problem. Because bigger in
this case means a quantum leap in values and
exposures over the previous generation of air-
craft and facilities. As much as 6,000 gallons
of fuel may remain in the tanks. And two
or three of these giants are often in a hangar
simultaneously. So there's the ever-present
potential for a substantial loss from fire.

Before the jumbos were even put into
service, Allendale, along with many airlines
and air freight insureds, recognized the magni-
tude of the problem. Conventional overhead
fire-protection systems can't provide adequate
protection. Fire underneath a jumbo would
escape immediate detection. rp¥:crrz
And the vast body and wing -1-:0757% fl
surfaces would interfere with est»mi
the sprinklers.

Allendale,
because of the

resources of the FM Engineering Division,
had been on top of the latest developments in
foam technology. Tests, involving the largest
indoor flammable liquid fires ever run, were
conducted at our special fire research facility.
They proved that the most effective approach
to the problem is an overhead foam sprinkler
system coupled with oscillating foam monitor
nozzles for underwing protection.

One of the first Allendale insureds to
adopt this new technology was Flying Tiger
Line. Their new system was designed to utilize
the existing water supply and make maximum
use of present piping. So it was accomplished as
painlessly as possible. "Tests of the system
demonstrated it provides complete foam cover-
age instantly. As a result, we have a high degree
of confidence for the safety of our personnel,
aircraft and facilities," states Bill Thompson,
Flying Tigers'director of maintenance.

Keeping our insureds aware of new protec-
tion techniques is one of the things we do
consistently. We've been working on loss
prevention for almost 150 years now and keep-
ing an ear to the ground is second nature.
Allendale Mutual Insurance Company,

Allendale Park,
Johnston, Rhode
Island 02919.Allendale Insurance



Changes inOverse as

Foreign countries are moving toward
standards of product liability making man,
ufacturers and distributors more strictly
accountable for product defects - a trend
which has already resulted in increased
awards against U.S. companies with ex,
port markets.

A brief review by INA of an insurance
topic of interest to business executives.

The liability of manufacturers,
wholesalers and exporters for de-
fects involving the safety of their
products has traditionally been
much more restricted abroad than

it is in the United States.

In part this is due to differences
in social and economic conditions.

For example, the consumer move-
ment is less advanced in nearly all

foreign countries than it is here.
Conservative legal systems and
precedents are also important - in-
cluding such factors as the relative
infrequency of jury trials, the lack

ofa contingent fee system and lim-

ited recognition of liability for

pain and suffering.

There is, however, ample evi-
dence of a worldwide trend toward

making manufacturers and distrib-
utors more accountable for the

goods they put on the market. The

traditional doctrine ofravwte,*tor
- let the buyer beware - is crum-

bling under the recognition that
mass production can result in
products which in use prove defec-
tive and cause injuries. More and
more societies find it neither so-

4r

cially acceptable nor economically
necessary to place the major bur-
den on the injured party.

The upheaval in product liabil-
ity abroad has taken several forms.
For one thing, growing awareness

of the lucrative awards possible in
the United States has led to more

foreign plaintiffs initiating suits
against American firms in Ameri-
can courts. In foreign courts, too,
liability actions against U.S. firms
are on the rise and the awards de-

creed are increasing in size.

Strict accountability

Most important of all, there is
an organized movement in Europe
toward the "strict liability" con-
cept of product liability which
generally prevails now in the
United States. A proposed interna-
tional agreement, sponsored by the
nine-nation European Community
(the Common Market), is bringing
strict liability closer to reality - in
fact, in varying degrees, it is al-
ready law in some European na-
tions. As one observer has put it,
by 1985 or even earlier, Europe

irr



ProductLiability
may have "the toughest product

liability laws in the world."

Strict liability provides, in ef-
fect, that the producer of an article
shall be, liable for damage caused
by a defect in the article - whether
or not he knew or could have

known of the defect. This liability

holds good even if the article could

not have been regarded as defective

in the light of technological and
scientific knowledge at the time

the product was marketed. There
are some extenuating circum-
stances, such as alteration of the

product by a user.
In short, under strict liability,

a plaintiff need no longer prove

that a manufacturer was negligent
-only that the product was defec-
tive and that the defect was the

cause of the injury or damage.

Protection at U.S. levels

For a company with overseas

markets, these developments in-

tensify the need for a uniform pro-

gram of international insurance

protection.

In individual foreign coun-
tries, a base of local insurance in

A coyporate foreign policy
Manufacturers with export markets

can obtain a "worldwide products endorse-
ment" on their domestic product liability
policy to protect their overseas exposures.

This endorsement protects only against
foreign suits brought in U.S. courts-not

those brought in foreign courts. Moreover,
while product liability rates for export
coverage may be much lower than domestic
rates, the foreign coverage provided by
endorsement to a domestic policy is usually
added at the higher U. S. rates.

Purchase of a separate foreign policy
through a company such as INA Interna-

tional can mean premium savings together
with more comprehensive protection.

accordance with local laws is neces-

sary. But because these local cover-

ages can vary widely, they should

be supplemented with a U.S.-
written 'difference in conditions

master policy that adjusts all cov-

erages abroad to the U.S. standard

ofprotecrion level.
Beyond insurance itself, loss

control becomes even more impor-

tant as exposures rise abroad, since

product liability claims are often

preventable. In addition to loss

control measures applying to prod-

ucts generally - such as design

analysis and quality control - there

are special considerations with

products for export. Particularly
important are supporting mate-
rials and technical services.

Advertising and sales promo-

tion literature prepared overseas
should be reviewed to eliminate

excessive promises or implied war-

ranties. Warnings and instructions
for use should be translated into

local languages clearly and with
regard to local conditions. Techni-
cal support and record-keeping
abroad should measure up tO U.S.
standards. Efficient handling of

4 /

such factors can reduce both acci-

dent claims and insurance costs.

INAs product loss control pro-

gram has assisted many clients in-

sured through INA International

in preventing accidents. And

ESIS, an INA Corporation com-

pany, offers the same services to
self-insured clients.

Recognizing and meeting

complex needs, such as those of

business for product liability pro-

tection, typifies INAs comprehen-

sive approach to increasingly

sophisticated insurance and risk

management problems.

Comprehensive services

The Insurance Company of
North America was founded in

1792 in Independence Hall, Phila-
delphia. Today it is the largest

component of INA Corporation's
international network of insur-

ance, financial, and health care in-

terests. In property and casualty

insurance and risk management

services, life and group insurance,
health care management and finan-
cial services, INA and its affiliated

companies offer a unique combina-
tion of products and services to
business and industry around the
world.

For an informative booklet on

current trends in international

product liability, write INA,
Dept. R, 1600 Arch Street, Phila-
delphia, PA 19101.

- INA
The Professionals
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GOOD: City market healthy
By Robert L. Sinclair

DOES A CRISIS exist in municipalinsurance today?
If the term "crisis" is being used as a

shock effect to gain attention to this

segment of the insurance-buying pub-

lie, that is one thing. If it is being used
to imply that a critical problem exists
in the pricing and placement of govern-

mental insurance, the situation is more

in the eyes of the beholder.

As I view the situation from the van-

tage point of both a governmental risk
manager and a consultant to clients

that include local governments, the lat-

ter is true, at least in the major portion

ofthe country, and is substantiated by

several insurance brokerages that han-

dle a quantity o f this business.

First, let us look into the current pri-
cing situation. I cannot believe reduc-

tions of 50% to 60% and more in re-

newal premiums indicate a crisis. If

one exists, no one has bothered to in-

form the insurers. Market conditions

have become progressively softer in

the past two years until, today, they are

ridiculous in many instances.

"I do not see a real crisis in govern-

mental insurance," says Robert Eadie,

vp of property/casualty group market-

Robert L. Sinclair is risk manager for

the metropolitan government ofDavid-
son County and Nashville, Tenn.

ing for Corroon & Black benefits,

which is one of the larger insurance
brokers for governments in the Scuth-
east.

"This is not to say that some indus-

trial or large urban communities are

not experiencing difficulties, but this
is certainly not the case in our area, nor

is it the case in much of the counsry

where our

firm is active

in this type of
coverage. We

are in the pro-

cess of ex-

panding our

program into a 4 --*
number of

states in the

Midwest,
Southwest

and the West

Coast."
2,¥ ,

Having been
involved in

the govern-
ment insur-

ance bidding

process for a

number of

years, both in

the company
and now in

government, I
have viewed

the situation

firsthand. Pricing is not a problem to-

day.

A recent ren.wal low bid on general

and automobile liab:lity for a Tennes-

see city was less than 50% of the pre-

vious premium and the bid was by the
current insure. [n Tennessee, bids are

at least 30% less shan premiums for the

expiring coverage. The property insur-
ance on a

school system

was written at

75% less than

the previous

premium and
the deductible

was reduced

arbitrarily by

the insurer by

more than

50%.

Because of

the heavy use

t of self-insur-
ance, Metro

Nashville pur-
chases little

commercial

insurance.

Two recent in-

stances indi-

cate the rnar-

ket condi-

tions.

- -, The blanket
'FF'41 dishonesty

Phoks: VIEry Cai-ns

bond on all employes was awarded to a
bidder at a 75.5% reduction from the

previous bond, with none of the bids

equaling the old premium. A valuable

collection of expensive oil paintings
produced a low bid of more than 80%

less than I had anticipated the cost of
the coverage to be.

Arthur J. Gallagher & Co. has been

very active in municipalities for sev-
eral years. It not only markets coverage
nationally, but is also active in the
management of governmental under-
writing pools.

6 6 ry he market has never been as
1 competitive," says Richard

Eichhorn, president of Gallagher-St.

Louis. "Cities with poor loss control

and total disregard for their loss expe-
rience may be having problems, but

this is not generally the case."
He cited a situation involving an Illi-

nois city. It had not been carrying um-

brella liability coverage. The bids for

its general and vehicle liability were
opened in late July. The low bidder cut
the premium 45% and included a $5
million umbrella. The state of Missouri

received five bids on its casualty cov-

erages which a few years ago few both-

ered to even submit. Mr. Eichhorn says

this condition appears to be the case

wherever Gallagher is involved.

At the RIMS conference last April in

Continued on page 40

BAD: Some are still suffering
By Howard B. Camden
and Richard J. Heskin

AS THE PROPERTY/casualty insur-
fl ance programs for local govern-
ments become subject to renewal, the

management of municipalities be-
comes painfully aware that there is

truly a municipal insurance crisis. Al-
though there appears to be no way pre-

mium increases can be avoided, some
of the problems can be alleviated
through good risk management. In

fact, a good risk management program

will save the municipality money in the

long run.

A quick review of some of the prob-
lems leading to these premium in-

creases should help management un-

derstand the reasons and perhaps lead
to solutions.

Double-digit inflation, a claims-con-

scious public, rising medical costs, the

erosion of governmental immunity
from liability and increasingly aggres-
sive attorneys are among the problems

of municipalities.
Insurance companies have suffered

property/casualty underwriting losses

totaling more than $6 billion in 1974,
1975 and 1976. This has led to availabil-

Howard B. Camden is president and
Richard J. Heskin is executive up of
Advanced Underwriters Insurance

Agency Inc. in Farmington Hills,
Mich.

ity problems RF
caused by
much more se-

lective under-

writing, larger
retentions or ---r

deductibles

and with-

drawal from

such lines as

medical mal-

practice, prod- 1
uct liability
and some

types of mu-

nicipal liabil-

ity insurance , f
coverages.

With more

selective un-

derwriting, in-

surers have

come to real-

ize municipa-
lities consist

of many de- *.

partments-

each with a unique function-and have
required municipaljties to pay higher
premiums for some of these functions
and sometimes excluded coverage for
others.

Fire and police departments po se
great financial danger from injury to
employes and third parties. This dan-
ger is inherent because of the emer-
gency nature of their operasions.

Higher pre-
miums fo r

workers com-

pensation,

auto liability

and physical

damage and

public liability

may be the re-

sult in many
instances.

Some expo-
sures, such as

police profes-
sional liabil-

ity, may be ex-

cluded from

overall public
liability pro-

grams and

coverage must
be sought

through spe-
cialty insurers

at higher pre-

miums. Many

municipalities

have such special exposures as skating
rincs, athletic fields, parks and places

of public assembly.
The cost of an accident is generally

considered to be the amount paid by

the municipality or insurer to an in-

jured employe. an injured third party
or :he cost of repair or replacement of

damaged equipment. But many years
ago a respected safety engineer for a

large insurance company determined
that the actual cost of an accident is

many times greater than the readily ap-
parent cash outlays.

These are referred to as the hidden

accident costs. They include such
things as: lost work time, time neces-
sary to train a replacement, material or

product spoilage, idle equipment, de-
creased productivity by the injured
worker during his rehabilitation, pay-

ment of penalties, rental costs for nec-
essary emergency equipment and pos-
sibly the loss of the goodwill of the
public or the employe.

At one time, it was common practice
fl for municipalities to purchase in-
surance on a piecemeal basis.

Fire, liability, automobile fleet cov-

erage and fidelity and performance
bonds were purchased separately from

various companies with numerous

agents involved. Each separate line of
insurance was normally placed

through competitive bidding.
These practices sometimes led to

gaps and duplication of coverage.

They also resulted in confusion in

claims reporting and compliance

with varying engineering safety re-
quirements.

There then came a time when agents

and insurers began to survey a

municipality's insurance program to

eliminate gaps and duplica-
Continued on page 40
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Health reform
Act encourages competition

By Rep. Richard A. Gephardt

 HAVE READ with interest youreditorial of June 16 ("Pull leash on

costs") on the National Health Care Re-
form Act of 1980, H.R. 7527, which Rep.
Dave Stockman (R-Mich.) and I intro-
duced earlier in June.

The editorial is a welcome contribu-
tion to the debate on the bill and on the

issues it confronts. It is only with
thoughtful analysis by knowledgeable
and interested journals like yours that
a meaningful dialogue can be
achieved.

I am, however, disappointed that you
were not able to react more positively
toward our bill. Perhaps your position
resulted from the fact that you did not
have an opportunity to review H.R.
7527 in detail. Many of the objections
raised appear to be based on a lack of
information about its details. Perhaps
some explanation of what may have
been unclear about the bill would be

helpful.

It is not true, as the editorial states,
that employers' federal income tax de-
ductions for contributions to health

plans would be limited to payments
made to qualified health care plans.
H.R. 7527 does not in any way change
the law with respect to deductions
available to employers. Deductions
would be available for contributions to

health plans, or indeed for any other
employe benefit provided by an em-
ployer, whether or not the plan is a
qualified health care plan.

he bill does make amendments inthe provisions ofthe Internal Reve-
nue Code that now allow employes to
exclude from their taxable income the
amount of premiums for health plans
paid by their employers. It has become
increasingly apparent that this tax
benefit is being overused and is one of
the reasons for the increasing cost of
health care. At the present time, this
provision is open-ended. There is no
dollar limitation on the amount that

may be excluded or any restriction on
what kinds of health care plans it can
be used for. Federal tax benefits are be-

ing conferred in an unchanneled and
uncontrolled manner.

H.R. 7527 limits the exclusion from
income to an amount determined col-

lectively by the community (while pro-
viding "grandfather" protection for
employes who received higher contri-
butions from their employers in 1979 or
who are entitled to higher contribu-
tions under collective bargaining
agreements now in force).

The legislation uses the tax benefit to
assist the development of a competi-
tive system. We believe a competitive
system will provide more coverage for
the same dollars than is possible under
the present system. Price competition

Rep. Richard A. Gephardt is a Demo-
Crat from Missouri and a cosponsor of
the Health Care Reform Act.

among providers is the best way to
squeeze any unnecessary duplication
Dut of the system and keep costs to the
consumer as low as possible. By limit-
ing the income exclusion to the pur-
chase of competitive plans, the federal
taxpayer will get the maximum value
from this tax expenditure.

Tne editorial says that by offering
tax-free rebates to employes who
choose inexpensive health care plans,
she bill will encourage workers to
2hoose "low-coverage health plans,"
which the editorial finds to be a "fatal
flaw." However, H.R. 7527 provides
thai the rebate is available only if the
employe has chosen a qualified health
care plan.

qualified health care plan mustprovide comprehensive health
care coverage with out-of-pocket ex-
per.ditures limited to a specified
amount. Employes may be able to ob-
:ain rebates by purchasing less-expen-
sive plans that have higher deductible
and copayment levels, but the bill en-
sures that no matter what the worker
selects, he cannot experience
crushingly high health care expenses.

Above that safety net, the choice of
cash or more health coverage properly
.s the employe's. The bill neutralizes
the bias toward insurance presently
provided by the tax system. A tax-neu-
iral choice will help bring economic ra-
sionalization to the health care delivery
system.

We believe the American worker is

sufficiently savr,y to make the choice
between cash and health care insur-
ance coverage that is right for him or
her. Further, employes will continue to
have the benefit of professional assis-
:ance in determining which plans to
purchase, and I would expect that the
readers of Business Insurance would

be among the leaders in providing that
assistance.

The editorial expresses concern over
whether there will be enough federally
qualified health care plans to give
individuals the chance to obtain the
tax benefits. It is difficult to imagine
why commercial and Blue Cross/Blue
Shield policies that are now available
would not continue to be offered.

These policies could qualify with mod-
fications that would not be difficult.

Further, H.R. 7527 authorizes the De-
partment of Health and Human Ser-
vices to delineate health care areas

wherever necessary to make qualified

, i' 7"I al
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f ...311 4

health care

plans available to ev-
eryone and to enhance
competition.

Conversely, the editorial wor-
ries that there may be so many
plans that employers will be sub-
jected to excess paperwork. We believe
that the paperwork burden for employ-
ers actually will be reduced. However,
ifthere is concern that there may be too
many competitive plans, our bill might
be amended to limit the number of

plans to which an employer would be
required to send checks, perhaps on
the basis of some ballot by employes.

This is the kind of problem that eas-
ily can be overcome. We solicityour ad-
ditional suggestions and those of your
readers for ways to make administra-
tion of the plan as simple as possible
for employers as well as for employes,
providers and government.

Finally, the editorial fears a new fed-
eral bureaucracy will be needed to

administer the reforms.

Rep. Stockman and I whole-
heartedly share your desire that the bu-
reaucracy not be increased. Our bill is
intended and designed to curtail the
bureaucracy.

The amount of bureaucratic effort

necessary to administer the reasonable
cost-reimbursement system, to pro-
cess Medicare/Medicaid claims and to

enforce the health planning system al-
ready is immense. The real danger is
that ifH.R. 7527 is not enacted, the cur-
rent bureaucracy will grow even larger

'We believe the paperwork
burden for employers
actually will be reduced,'
says Rep. Richard Gephardt.

and more intru-

sive. : ,
Our bill would re-

duce the bureau-

cratic role drannati-

cally by substituting mar- : 44
ket disciplines for govern- /:, 4

mental control. An apI*o-
priate role for government is

preserved, particularly in qual- 'b
ifying plans. But the require-
ments of qualified plans are clear
and do not permit the complex and
subjective governmental actions
that characterize the current system.
Determining the prevailing local pre-
miums is a very simple computation
based on information easily collected
by qualified health care plans and eas-
ily reported by them to the federal gov-
ernment.

I urge further consideration of the
benefits provided by our bill. It would
free health care managers to develop
efficient forms of delivery. It would en-
able providers and purchasers to de-
velop a free market for health c are

plans and create a provider responsive-
ness to consumer demands.

It would result in price competition
that will enable an employer to buy
more health care for his employes for
the same dollars. It would enable em-
ployes to obtain the coverage best
tailored to their needs, and it would ex-
tricate employers from the conflicting
health care and wage demands of vari-
ous employe groups. .
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PROTECTION.

Insurance dollars

restored

our property. But
customers and sales

were lost. Irained

employees left.
Profits fell."
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Protection Mutual is committed to protecting

you against disaster ... with engineering, research,
seminars, inspections ... customized programs

to help you prevent loss.

One of the fastest growing highly protected risk insurance companies. Ask your consultant or risk manager why.
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PROTECTION MUTUAL INSURANCE COMPANY

302 South Northwest Highway, Park Ridge, Illinois 60068
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City ris ks
find open
markets
Continued from page 37
Atlanta, Marsh & MeLennan unveiled
its new governmental program. This
program was developed with major in-
put from a number of governmental
risk managers across the country. I do
not believe this respected brokerage
would have spent the time and money
if the product were not readily availa-
ble and competitively priced.

There is no question that some
change in the soft marketplace regard-
ing pricing and availability will occur
in the not-too-distant future, but this
will undoubtedly apply also to most of
the insurance-buying public. Insurers
have freely written business with little
regard for underwriting results when
they can earn 15% to 18% on invest-
ments. With a marked decline in in-

vestment income, underwriting will
once again become important.

Two years ago, I predicted the prop-erty/casualty insurance industry
would see an underwriting loss of $4
billion in 1981 if the then-current con-

dition continued. It not only continued
but worsened. One knowledgeable in-
surance professional says my predic-
tion is wrong, as he sees a possible $6
billion underwriting loss in 1981. If a
trend is indicated by the cumulative re-
sults for the first quarter of 1980, when
the underwriting loss from property/
casualty operations was reported at
more than $700 million, this year will
reflect an underwriting loss of more
than $3 billion. The $6 billion loss pro-
jected for 1981 may not be too far
wrong.

What the net effect of such losses on

local governments will be is hardly pre-
dictable, except that the better risks
normally have not had difficulty in be-
ing placed. Prices will undoubtedly in-
crease, but an increase from the bar-
gain-basement pricing of the past few
years will not totally spell disaster.

It is true recent court decisions will

adversely affect the overall desirability
of governmental insurance. There will
continue to be an erosion of govern-
mental immunity and there will be
more litigation involving Section 1983,
the U.S. code dealing with civil rights,
but is there any industry that does not
discover risks not previously contem-
plated?

All of us will recall the product liabil-
ity scare of the recent past, but I am
told many large insurers have re-en-
tered the market. Let us not forget the

medical malpractice dilemma. The
physicians came to realize their profes-
sion was not a "sacred cow." They es-

tablished their own insurers and began
exercising underwriting judgment.

If municipalities expect insurance to
cure all their ills, they will have prob-
lems and, as far as they are concerned,
there will be a crisis. Insurers are in a

profit-making venture and cannot be
expected to continue to insure the ha-
bitual losers. Local governments must
realize this. •

41997 A...

A periodic maintenance program for all municipal vehicles and training of personnel in cor-
rect safety procedures are two loss prevention steps municipalities can take.

Policy problems may still exist
Continued f*om page 37

tion. The result was packagingofmany
lines through one company or agency.
This resulted in a lower premium and a
much greater understanding by policy-
holders of their programs.

The four methods used by risk man-
agers to handle exposures are avoid-
ance, prevention and reduction, reten-
tion and transfer.

Avoidance of an exposure simply
means to forgo a procedure or program
if the chance for financial loss may be
greater than the expected benefits to
be derived. For example, if an audito-
rium has become antiquated and past
experience has shown that citizens do
not make much use of the hall, the al-
ternative may be to raze the structure
rather than to spend money to remodel
or replace the facility.

Prevention or reduction of loss pos-
sibilities may take two forms. One is
the correction of physical conditions
such as the guarding of machinery, the
prompt repairing o f potholes or a peri-
odic maintenance program for all vehi-
cles. The second type involves periodic
training of personnel in correct safety
procedures. In municipalities with
paid fire departments, it is customary
to conduct regular training programs.

Unfortunately, this is not always the
case where volunteers serve. It be-

comes mandatory that volunteer
workers in all fields be given adequate
and periodic training to perform their
tasks properly. The periodic check of
state motor vehicle records on all
drivers, with action taken against those
with poor records, is another example
of the second form of loss prevention.

Retention of some losses is proba-
bly the most economical way to

handle those losses. This is certainly
the case where the maximum dollar
loss is small although it may occur
somewhat frequently. An insurer will
charge handling expenses in addition
to the expected payout for losses. By
retaining such losses, municipalities
will avoid these additional expenses.

Plate glass insurance, inland marine
floater coverage on small equipment
and collision on automobile fleets are
examples of insurance that perhaps
may best be completely retained by
municipalities. For other lines, it may
be feasible to accept deductibles for
the frequently occurring but normally
small losses and protect yourself for a
possible catastrophe with excess in-
surance.

The fourth method used by risk man-
agers is transfer of risk and the most
common way to transfer risk is to pur-
chase insurance. This is the most ex-

pensive method of risk management
for the municipality and should be the
last consideration in handling expo-
sure. It should only be considered
when other risk management methods
and risk funding techniques are not
feasible.

The selection of a risk manager can
be difficult, but perhaps some criteria
are uniform. Insurance has historically
been handled by a finance director or
someone involved in the accounting
and finance or the purchasing depart-
ment of a municipality, as a distasteful
adjunct to other time-consuming du-
ties. This situation can no longer be the
case.

There are no set criteria for selection,
but it is necessary that a risk manager
be able to communicate well and get
along well with people. He should also
have a working knowledge o f account-
ing, finance, insurance, law and loss
prevention.

Every municipality, regardless of
size, needs a risk manager, whether
full- or part-time. The rising cost of ac-
cidents strongly suggests such a posi-
tion be established and that the neces-
sary authority be granted.

If a conscientious effort is made to
fill the risk management position prop-
erly, a reduction in overall costs will re-
sult. •

.
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growing pains )

6Competition
continues to be

pretty severe
and it will

continue 
Philip G. Buffinton

Bl Roundup

CHICAGO-Rate increases will hit small firms in 1981,
but the punch may be a powderpuff. Touting commercial
package plans and scaled-down versions of big company
insurance-funding techniques, insurers are out to stroke
small and medium-sized firms.

Medium-sized manufacturers that are willing to punch
up loss prevention may be able to win retrospective rating
plans from commercial insurers, reports Richard Riley, ex-
ecutive vp of Corroon & Black of Illinois.

"We've been seeing it more and more-paid-loss retro
plans underwritten with a premium base of lower than
$250,000," he said. "In past years, this was unheard of. A
firm usually needs $1 million in premium or at least
$500,000."

The retrospective rating plans use loss history to calcu-
late the premium a firm must pay for coverage and set mini-
mum and maximum losses.

If losses are more than expected, the policyholder pays
them up to a maximum. If they are less, he gets a refund
limited by the minimum loss expected.

Many small firms don't want to invest in the safety exper-
tise necessary to make the plan work, but a good safety rec-
ord could turn the technique into an effective tactic, bro-
kers say.

"It's the client's choice, of course," added Edward Mack
III, executive vp of Mack & Parker, a regional Chicago bro-
ker with many small and medium-sized firms as clients.
"But we can sometimes make those options available."

Mack & Parker recently offered a Chicago manufacturer
with 125 employes, a handful of locations and $12.5 million
in sales a choice between a paid-loss retro and conventional
insurance. The premium base for the retre plan was
$105,000.

Small firms that choose traditional insurance coverage
are also finding bargains. Though brokers and insurers pre-
diet some small rate increases in the package property and
liability policies, the hikes will be small compared with cov-
erage for larger risks. Competition will continue through
1981 as almost every mjor insurer scurries after Main
Street business.

The insurance companies are heavily marketing spe-
cial programs designed for specific market segments, in-
cluding mercantile risks, restaurants, builders and contrac-
tors, condominiums, small manufacturers and many
others.

Aetna Life & Casualty markets its series of such products
under the name Enterprise. The Hartford has just intro-
duced its composite-rated Spectrum policies, and The
Travelers reports sales success with Master-Pac.

Typically, these plans are available on risks up to about
the $3,000 premium level, but some insurers are preparing
to extend this concept to larger accounts. Bigger risks,
however, present greater underwriting problems, insurers
say.

More competition from direct writing firms will keep the
commercial competition honest, too. State Farm Insurance
Co., for example, one of the largest personal insurance un-
derwriters, is increasing its share o f commercial insurance
sales.

Targeting apartment houses, condominiums, small office
buildings and merchants, State Farm estimates earning
$320 million in premium for commercial coverages this
year. The insurer expects to increase this to $400 million in
1981, says chief administrative officer Philip G. Buffinton.

"Our commercial multiperil insurance combined ratio
through June is 98%," he explained, "and we'll probably
hold without much change, barring a major hurricane in
Florida or the Gulf States." Hurricane Allen's losses are not
yet known.

"There's no question that competition continues to be
pretty severe now and will continue for the rest of 1980," he
added.

And as long as insurers spar with each other, small firnis'
insurance rates are safe.
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Human

Spoken
Here.

The fact is a lot of insurance

people speak Martian - a
language incomprehensible to
most humans.

The why of that, however, is a
little hard to follow since humans,
muchmore than Martians, need

professional counseling on how.
to best protect their money, time,
productivity, retirementand soon.

Take pension planning, for
instance. Wewantyoutoknowwe
have a briefcase f ull of flexibility in
that area... qualified pension
plans for a variety of goals at a
wide rangeof payment schedules.

We want you to know that,
sure. But even more importantly,
we want you to know we speak
human. Try us.

Get the most out of life with

PROVIDENT
MUTUAL
LIFE INSURANCE COMPANY

OF PHILADELPHIA

Home Ofce:4601 Market St., Phila., Pa. 19101
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Bell rings up safety post with Quaker
STEPHEN BELL, 32, has been

named manager of safety and
health at the Quaker Oats Co. in
Chicago to replace Harry Getzlaff,
who has become director of occu-

pational safety and health at Kim-
berly-Clark Corp. in Neenah, Wis.
Mr. Bell, who reports to John
Mutchler, corporate director of
safety and health, previously was
employed by Wausau Insurance
Co. in River Forest, Ill. He has a
bachelor's degree in civil engi-
neering from Marquette Univer-
SitY. Mr. Getzlaff, who reports to
Paul Lenahan, director of person-
nel relations, is replacing Robert
Thomas, who retired. He has
bachelor's and master's degrees
from the College of St. Thomas.

***

Pat Macaluso has been named
manager of risk management at

comings & goings: buyers
Medtronic Inc. in Minneapolis to
replace Donald J. Meek, who left
the company. Ms. Macaluso was
previously an account executive at
Alexander & Alexander's Minne-
apolis office. She has a bachelor's
degree in math from Wichita State
University and an advanced de-
gree in math from Louisiana State
University.

***

Thomas F. Southworth, 35, has
been named risk manager for the
Maryland National Capital Park
and Planning Commission in Sil-
ver Springs, Md., to replace Alan
Long, who is now a consultant. Mr.
Southworth, who reports to per-
sonnel services manager David

Employee Benefits

Metzger, previously worked for

Hagner Insurance Corp. and Royal
Globe Insurance Co. He has a

rn.aster's degree in business ad-
ministration in insurance and risk

management from Temple Univer-

sity.
***

Sandra L. DeWitt has been pro-
moted from manager of the risk
management department to direc-
tor of insurance and risk manage-
ment at Ramada Inns Inc. in Phoe-
nix. Ms. DeWitt will retain the du-

ties of risk manager while adding
on insurance responsibilities. She
reports to Al Munyan, vp of ad-
ministrative services. Ms. DeWitt,
who has been manager of risk

management for three years, has
eight years experience in the risk
management field.

***

Caesars World Inc. in Los
Angeles has named Beverly
Kamps risk manager to replace
Mark Christine, who left the com-
pany. Ms. Kamps, who reports to
treasurer Donald Robertson, was
assistant risk manager before this
promotion and previously worked
as an account manager for Alexan-
der & Alexander in Los Angeles.
She attended California State and
Baylor University.

***

American Hospital Supply Corp.
in Evanston, Ill., has named Bruce
Beckmann, 30, retirement and in-
centive plan supervisor, a position
held by Deborah Wagner before
her promotion to manager of cor-

TOINSImE
ORNOT

TOINSImE
THAT IS THE QUESTION OF THE 80'S.

SELF-INSURANCE CAN
GENERATE SIGNIFICANT

EMPLOYEE BENEFIT
COST SAVINGS, AND
IMPROVE EMPLOYEE

RELATIONE

Employee benefits are expensive.
Today, on the average, employee

benefits add up to more than 30% of
total payroll costs. Doesn't it make
sense to do everything possible to
control those costs? Self-insurance of
employee benefits, with adequate
catastrophe protection and custom de-
signed claim service, can be the answer.

Cash flow improves.
Because claims are paid overanex-

tended period of time, rather than the
up-front payments of premiums,you
can put cash to work for you instead
of for an insurance company.

Avery wide range ofservices
is available.

The James Employee Benefit Spe-
cialists provide a wide variety of self-
insurance employee benefit services
including consultation for all forms of
plans, by means of James in-house
experts encompassing actuarial and
pension plan technicians.

Efficiency, error reduction and losses. And because of our leadership
cost control are built in. position in self-insurance. we know

The Employee Benefits Administra- which sources will provide the most
advantageous rates for you.tion Services, a

special feature of
A James reviewthe James service,

will answer your questions.assigns a special
unit to handle all James will review your company's
claims for each „,- structure, benefit plans,
particular \ 1.2 tq and financial picture to
account. \\ I' « « r.%2.. r-_Rf3-- determine whether
Completed A ".,1 '  >. 7 or not self-insur-

'- -9 --035»k f ance isclaims are _i ' 1
processed 4NdL*k4' 11' for you.
within 48 , .- . M *VT, J And it's
hours. in- worth
stead of the noting that
usual one to James
three weeks. administers

Administrative 4 11 6 more self-

charges are lx  insurance
based on a programs,head count                                                                                                                              --« and has
and not i more specialists in self-insurance
related to inflated claims cost. than any other broker.

For more information about James
Two key considerations. self-insurance programs-- or to arrange

Because all accounting and statistical for a feasibility study- phone your
data for the best claims control are nearest James office, or write to our
extracted during claims processing, President, William E. Burch, 230 West
frequent reports covering trends, costs, Monroe Street, Chicago, Illinois 60606.
utilization and adequacy are available
to you.

James' broad experience makes us Jamcs
experts at determining the level at FRED, S. JAMES & CO., INC.

which commercial coverage is neces- Insurance Brokers Since 1858

Insurance and Risk Management Servicessary to protect you from catastrophic Through More Than 100 Offices Around The World

Risk management is essential to sound financial management.

porate benefits. Mr. Beckmann,
who reports to Ms. Wagner, will be
responsible for pension plan ad-
ministration and systems analysis.
He previously worked as a busi- 9
ness systems analyst for the i
American Medical Assn. in Chi- 
cago and before that was depart-
ment administrator at the Wash- '

ington University school of medi-
cine in St. Louis. He has a bachelor

of science degree from Purdue
University and a master's in busi-
ness administration from Wash-

ington University.
***

David Wineland, 37, has been
promoted to personnel manager
for Midwestern - r----7
Steel, a division i
of Armco Corp.

in Kansas City. ,
Mr. Wineland

most recentlywas personnel manager for the 
international

division of 
Armco, a pro- '-

Wineland
motion earlier

this year from manager ofcompen-
sation and benefits for Armco. In
his new position he will be respon-
sible for benefits, compensation,
industrial relations, organization
and safety at Midwestern Steel.
Mr. Wineland started at Armco 15
years ago as an account trainee. Af-
ter working through the ranks in
accounting and the corporate fi-
nance department, he was named
manager of employe benefits in
1977 and manager of compensa-
tion and benefits in 1979.

***

General Steel Industries Inc. in
St. Louis has named Dolores C.
Bourisaw to the
newly created
position of ad-
ministrator of

salaried bene-
fits. Ms. Bouri- .:

saw, who has #
been with the *w

company since
1955, was ad-
m inistrative as-

Bourisaw
sistant to Taylor
S. Desloge, company vp, treasurer
and secretary, before this promo-
tion. She now reports to him.

***

Wendy Hamilton has been
named risk manager for the city of
Palm Springs, Calif., to replace
Robb Tarr, who joined Robert F.
Driver Co. in Newport Beach, Cal-
if. Ms. Hamilton, who reports to
city manager Norm King, pre- ,
viously was an independent insur-
ance adjuster and before that was 1
corporate risk manager for
Newhall Land & Farming Co. in
Valencia, Calif. She' holds the
ARM designation.

***

Revlon Inc. in New York has
named Gerald J. Murray to the
newly created position of manager
of pension planning and adminis-
tration. Mr. Murray, who reports to
Richard J. Burns, director of com- ,
pensation and benefits, was pre-
vious benefits adviser at ITI' Corp.
in New York. He has master of
business administration and bach-

elor of science degrees from
Fordham University.

***

Ted Jones has been named in-
surance manager at Continental '
Airlines in Los Angeles to replace
Stan Detweiler, who retired. Mr.
Jones, who reports to director of
insurance George Romaine, was
previously in loss prevention and
cargo programs at the airline.

.

We'd like to report on changes in
yourrisk management or beneAts
department. Just drop a note to
Mary Ann Matlock, Business In-
surance, 708 Third Ave.,N.Y., N.Y.
10017 or eaU 212-986-5050.



Adjust premiums
for inflation rate:

Belgian insurer
PARIS--Greater use of methods

to protect insurers against infla-
tion, such as periodic adjustment
of premiums, should be under-
taken throughout Europe, a Bel-
gian insurance company official
has suggested.

Some European nations, such as

Belgium, have devised methods of
redrawing policies at periodic in-
tervals to adjust premiums for in-
flation, said Georges G. Martin,
chairman and managing director

of Royale Belgian Insurance Co. of
Brussels.

"One remedy is the permanent

total or partial adjustment of pre-
miums by linking them to an in-
dex, possibly specific to the kind
Of risks considered," he told a re-
cent international insurance semi-

nar here.

Beware of bargain
CANBERRA - Multinational

companies operating in Australia
should be wary of too big a bargain
on premiums and services, warns
Johnson & Higgins International.

Soft markets and declining rates
have clouded the profit picture of
many insurers, and have forced
one local insurer to close its doors

and a U.S. excess/surplus under-
writer to withdraw from the Aus-

tralian market.

There is little possibility rates

and premiums will return to profit
levels for insurers anytime soon,

Johnson & Higgins says.
As a consequence, corporations

looking for long-term coverage in
Australia should beware of too

great a reduction in premiums,
J&H says.

Drought claims
SASKATOON-Drought may

force the Canadian Crop Insurance
Board to pay out $450 million in
claims this year.

Board officials told a recent con-

ference here that the average per-
acre yield this year is expected to
be only nine bushels, the worst
yield since 1961. This means the
board will have to pay more than
$450 million to policyholders.

The board said it has $200 mil-
lion in reserves and would borrow

from the provincial and federal
governments to meet remaining
claims, said chairman Frank Dietz.

He predicted that farmers' pre-
miums will not rise dramatically.

All-risk policies
JOHANNESBURG-Compan-

ies doing business in South Africa
will no longer be able to package
all their industrial risks into a sin-

gle policy, because of a new ruling
by the South African Insurance
Assn.

The association made the ruling

Small objects
cause injuries

WASHINGTON-Objects

smaller than a pinhead cause the ·
greatest number of eye injuries in
the workplace, a Bureau of Labor
Statistics study shows.

The survey, based on workers'
compensation reports in 19 states
for July and August 1979, said 69%
of the 1,052 eye accidents were
caused by flying objects and 58%
were caused by objects less than
one-half millimeter in diameter.

Almost three out of five persons
injured were not wearing eye pro-
tection. •

in an effort to do away with the
assets all-risk policies carried by
many companies, which lump
many risks into one policy.

The localinsurers are apparently
trying to ensure more underwrit-
ing attention is given to specific
risks and get better prices for the
coverages, said Peter Ruette, an

assistant vp in Alexander &
Alexander's international divi-

sion. .
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Short Term

Liability
Trade Shows Shows
Conventions Athletic Events
Concerts Liquidators

High Limits - Reasonable rates - Domestic Carriers

THE RICHARD - THOMAS AGENCY
1432 Old Northern Blvd.

Roslyn, New York 11576
516 621-0202

Mr. Richard Sklover

Thecracktroophaslanded!
And your excess position is secure.

0

COLUMBUS, OHIO DENVER
ATLANTA

(614) (303)
(404) 846-6666 399-4023

231-9272

HOUSTON

(713)
777-4530

PHOENIX

(602)
957-4580

0

CHICAGO

(312)
853-2777

0

MINNEAPOLIS

(612)
545-4300

You're on firm ground when you call
in the crack troop from Baccala &
Shoop to handle your needs in
excess and special risks.

No uniform strategy works for all.
So we draw up a plan that's pains-
takingly tailored to the requirements of
each client. Be it casualty coverage-
Umbrella Liability, Gap/Buffer Layers
or Excess Workers Compensation.
Or be it property coverage-

0

LOS ANGELES

(213)
385-6266

SAN FRANCISCO

(415)
777-4300

DALLAS

(214)
233-0201

NEW YORK

(212)
943-2070

Primary Quota Share, Exc6ss of Loss,
All Risks, D.I.C. or Builders Risk.

You can count on us, too, for providing
you with a steady market in these

selective lines. And following through
with attentive service all the while

the contract is in effect.

To mobilize the crack troop, call the
number above nearest you. And see

if we don't hit the target zone
every time.

Baccala & Shoop
The crack troop

in underwriting management.

PHILADELPHIA

(215)
567-2700

0

SEATTLE

(206)
624-8711
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Matthews joins Howden-James firm
NEW YORK-Edward C. Mat-

thews Jr. has been appointed pres-
ident and chiefexecutive officer of

U.M.C. Management Services Inc.,
a firm jointly owned by Alexander
Howden Group Ltd. and Fred S.
James & Co.

Mr. Matthews, former president
of Continental Reinsurance Co.,
will also assume the presidency of
a newly formed New York reinsur-
ance company that will write all
classes of treaty business world-
wide.

U.M.C. Management Services
Inc. in New York City provides in-
dependent underwriting manage-
ment services to U. S. and foreign
reinsurance companies, captive
companies and syndicates on the
New York Insurance Exchange.

Agent/broker changes:
Frederick M. Toland named ex-

t

comings & goings: industry
ecutive vp of Frank B. Hall & Co.
in Los Angeles.

Joseph B. Schneider appointed
vp of Johnson & Higgins in New
York; Ellen M. Beckwith, F. Rob-
ert Bodor, Sandra M. Kazinetz,
Douglas W. Madden and Clifford
W. Ritt appointed assistant vps.

Thomas R. Germani and Victor
L. Ventura named vps of Johnson
& Higgins' casualty department in
New York;John B. Ahrens, Daniel
J. Anselmi, Jay Bikofsky, An-
thony D. Datillo Jr., R. Kevin
Dwyer, Peter J. Gerken, Alfred D.
Haynes III, Eileen Hermar.sen,
Frank M. Mastroianni, Pa .11 G.
Puca, Ray H. Rodriquez, Tl,omas
A. Rowe and Leo J. Zaccari ap-

pointed assistant vps.
Tom Humphrey named aecount

executive specializing in mEjor in-
dustrial accounts in the Tulsa,
Okla., office of Bayly, Ma -tin &
Fay.

Edward S. Contant named man-
ager ofthe Buffalo office of Marsh
& McLennan.

Stephen J. Hall promoted to as-
sistant vp at Rollins Burdick
Hunter of Missouri.

Michael J. Pozdol named assis-
tant vp of INAX Underwriters
Agency Inc. in Chicago; Patricia
B. Rager named assistant secre-
taiy.

Collins R. (Todd) Smith Jr.

named account executive a- Sher-

14*1 IN<1w Hae an Alteriiatiwe ...

ASI

Wagied

independent

claims adjusten

a sin214
el)nu3nient SC)*I.M.!

ASI-Adjusting Systems International
- now offers you custom designed
multi-line property/casualty adjusting
services. ASI has been specifically
created for those selective claims

executives, risk managers, brokers and
risk management consultants who
prefer the professional expertise of
the independent adjuster... but require
the use of a central facility.

Through a single toll-free number
(800/621-8130) you can be in touch
with over 300 ASI offices in the United

States, Canada, Mexico, Central and
South America... all of them staffed

with professionals of proven
experience and performance.

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

please call or write... John Cones,
Executive Vice President, Adjusting
Systems International, Suite 500,
625 North Michigan Avenue, Chicago,
Illinois 60611. 800/621-8130.

(In Illinois, 312/943-1511.)

The new international network

Qf independent adjusters

'Sh

Adjusting Systems International.

wood Insurance Services.
Mary Dove named assistant sec-

retary of the Asset Protection
Group in Brookfield, Wis.

Martha Watson named acting
regional manager ofthe Atlanta of-
fice of Market
Service Inc.'s in-
surance broker-
age division;
Herb Parsons

named regional
manager-trans-

portation for theDallas region. 
Max Behm .I

named chair-
Watson

man o f M ax

Behm & Associates in Encino, Cal-
if.; Gerald P. Baron named presi-
dent and chief operating officer;
Philip B. Sorkin named executive
vp; Ronald J. DeVarennes ap-
pointed vp, and Virginia C. Scar-

dina selected assistant secretary.
R. Lee Ayotte elected vp of In-

surance Intermediaries Inc. of

Worthington, Ohio.
Charles A. Gengler Jr. named

president of William Rigg Co. of
Fort Worth, Tex.

Joel Hirsch named executive vp
ofthe Smith-Sternau Organization
Inc.'s Washington office; James R.
Eisenmannnamedseniorvpofthe
firm's New York office.

Michael E. Rothpletz and R.E.
Kenyon III named senior vps of
G.L. Hodson & Son Inc., reinsur-
ance intermediaries in New Hyde
Park, N.Y.; George A. Edwards
named senior vp; Frank J. Dis-
cenza, Thomas A. Harms, Robert
M. Hestwood, Thomas J. Ken-
nedy, William C. Neale, Roberta
K. Schatz and Burgess R. Wilson
named vps.

Garry Brooks named vp/man-
ager of Kelter-Thorner Insurance
Agency Inc. of Southern Califor-
nia,

Edward Laing Jr. named ac-
count executive of Corroon &

Black of Ore-  -
gon.

Schirick named 

assistant vp of fal",.I-
the Rhulen 13*3.
Agency Inc. in
Monticello, N.Y.

Anna Soko-

lowski named ./6
assistant vp of

LaingMeeker-Magner
Co. of Park Ridge, Ill.

David L. Moore named senior
account coordinator for the New
York metropolitan region of Alex-
ander & Alexander, a newly
created position.

Gerald E. Averitt named vp of
J.H. Blades & Co. Inc. Albert J.

Lusk joins the
firrn as an assis-

tant vp.
Michael C.

Metzger and
Steve Lind- S
strom named

vps of Olliver/ *
Pilcher & Asso-
ciates, an

agency head-
quartered in

Averitt
Phoenix.

Jeffrey A. Combs, Richard P.
Franz and Lance A. Carlson
named account executives for Ar-

thur J. Gallagher & Co.-St. Louis.

Insurer changes
Robert W. Patin elected presi-

dent of Puritan Life Insurance Co.
Robert M. Sandler elected vp-

casualty actuary of American In-
ternational Group Inc.

Kenneth S. Fekete promoted to
director of surplus lines for Dry-
den & Co. Inc., headquartered in
Chatham, N.J.

Daniel L. Grossman appointed
president of Redwood Fire & Ca-
sualty Insurance Co.

Douglas F. Otter named vp-
claims at National American In-
surance Co. of New York.

Nelson Broms elected executive
vp and chief marketing officer of
Equitable Life Holding Corp., a
subsidiary of Equitable Life As-
surance Society of the U.S. Also
elected executive vps were Ruth
S. Block, John H. Goddard and
Herbert P. Shyer. John J. Fuller
named senior vp.

H. Donald Hanson and Edmund

F. Golaszewski appointed assis-
tant U.S. managers of Zurich In-
surance Co. (U.S. branch) and vps
ofAmerican Guarantee & Liability
Insurance Co.; Jerry F. O'Malley
and William M. Stroud appointed
secretaries.

Dean W. Case elected senior vp
at Reliance Insurance Co.; Roger
Murphy named field operations of-
ficer, and Robert J. Nelson elected
senior vp.

Linda K. Crookshanks, John P.
Carr, Bruce P. Smith, Willard A.
Knarr Jr., Gerald P. Kiernan and
David L. Washburn elected assis-
tant secretaries in group insurance
underwriting at The Hartford In-
surance Group. Thomas J. Cherry
named director of special risk
health insurance sales; Robert L.
Callihan elected assistant secre-
tary, and Raymont H. Borst

named assistant vp and manager
ofgroupunderwritinginthegroup
insurance department, all at The
Hartford.

Larry 0. Ogletree appointed vp
o f claims for United General Insur-
ance Co.

111
Thomas M. Zi,=In

Sheehy elected 
vp of the Mer-
cantile & Gen-
eral Reinsur-
ance CO. of

America; Rob-
ert B. Cross

elected assistant 
vp and claims

Ogletree
manager.

John C Follansbee named man-
ager of the international depart-
ment ofIntere Intermediaries Inc.;
W. Brian Smith named manager
of Intere-Atlanta; Wallace E. Win-
ter named manager of Intere-Chi-
cago; Ruth A. Curry and Brian
Keegan elected vps.

Timothy T. M. Koo appointed
vp of Fireman's Fund Insurance
Cos. and the Excess & Special
Risk Market Inc., a Fireman's
Fund subsidiary.

William J. Flynn elected vp of
marketing for American Interna-
tional Life Assurance Co. of New
York, Delaware American Life In-
surance Co. and Life Insurance Co.
of New Hampshire, members of
American International Group
Inc.

Other suppliers
Richard M. Davies appointed

senior consul- =Ii/--
tant with A.S.
Hansen Inc.

Gary R.
Nelson named

ornler a:Inin-chief operating iti
ager of domestic
operations of

r,
A* a

Risk Treatment
Davies

Services Inc., 10-
cated in Aurora, Colo.

Peter E. O'Grady appointed ex-
ecutive vp of the Aviation Office of
America Inc., an international
aviation insurance management
organization.

Robert G. Bolton appointed ex-
ecutive vp at Herget & Co. Inc., a
national actuarial and employe
benefit consulting firm headquar-
tered in Baltimore. James T.

Glynn named vp and senior con-
sultant in charge of the firm's con-
sulting division. •
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Work comp fund
hopes to reduce .

retailers' costs INSURANCE BROKERS
By JERRY GEISEL million in claims

The fund began operations July Offering professional services to
BATON ROUGE-Louisiana's 1 aith 41 members ecntributing

first workers compensation fund $341,000 in premiums Tne smal-
exclusively for retailers could cut lest premium is $300 the largest
premiums for state businesses $35,000 The coverage premium A
through a dividend plan $7,300 In about a year, the pre-

"Firms may be able to slash mium flow could hit $1 7: million
J business and industry since 1938

HERBERT L. JAMISON& CO.through workers compensation contributed by 250 to 390 compa-
bills by 35% or 40%,': says C C nies 90 Part Avenue, New York, N Y 10016 • Area Code 212-490-7600
Dockery, administrator ofthe Lou- The Louisiana Retailers Federa-

isiana Retailers Assn Self-Insur- non, a 31-year-old trade associa-
ers Fund tion, has only 218 memters, but

Louisiana retailers began to con- the fund could act as a magnet at-
sider alternative risk-funding tracting many new members, Mr
methods about six months ago Dockery said .

Some smaller companies com-
plained that even though their 4/ -1 j :I,3

safety records were outstanding,
-L 1

they were not able to receive divi- 1-
dends from their msurers ti</A V.HA:7 4,{iN'l -9--4 , VE. 7 IR- ;- 5« %

A survey of 49 members of the
1,- - I '4(4.r-5  :.-:qu

. -.4
. 4 .-1 -. 1 1

Louisiana Retailers Assn showed  C 1 I) r 1 :

.that for every dollar they spent on 55-4 *0*'1
workers compensation insurance, 4-5 Er- 432, l*,#- -= 7--
only 20 cents was paid out for -- I I -:' ' - -

losses "With the ever-ncreasing

cost of premiums, the retailers 4

were looking forawaytogetapor- //-'*f·74- f_·rE#* .-L- --
:.4

''. r¢ 0 1tion of their premiums back 1-F- LilretX <*- -- .

through a dividend program," Mr

D Under t]pooling arrangement 4#Wi , 2 ,-
*L- .4 -I_ 11* *

-<.filir 2=514,1.put together by Summit Consult- 4 I-ER·'!70'4;
ing Inc of Lakeland, Fla, and Ba- I Ff f /4 *r :,0- --- -1= I
ton Rouge, the amount of divi- <ce- 8'"ES:---- _ .__-d.*--•*=·

.31= . /

26<'m.Wr I
4

,

A survey showed Z

antigailaim-/.

that for every $1 ?4 &
h

spent, 20 cents
9.

4

went for losses. '-, 04-
r

24

h

Y.-

dends a member receives will be 11 3 . j]· jjiN; *,ubM#i -2. 2,'t I 

based on its own loss experience f*\
and the fund's profitability

.fulf knximgm'im#6- .
Summit manages similar self-in- 4. Itc-

sured trade association-sponsored 3 f k : -ZE=9=91 - ' fl,: A-
--'4 9.

funds m Florida, including the As- ttl' 7 423
1

JI

sociated Industries of Florida Self-
%Insurers Fund

Several companies in that fund
with zero loss ratios earned a 44%

dividend during the first year
Besides paying out dividends, 1 1. §I.

the Louisiana retailers fund also

offers advance discounts of up to
15% of the standard premium The 1 11/ 1
size of the discount depends on .
how big a premium the company
pays .,

Once in the fund, members' 1. ..

workplaces will be inspected peri-
odically by industrial safety engi-
neers from ESIS, the INA Corp af-
fihate that provides loss control,

1 1 ... 1 1

statistical services and claims han- .. .II.

dling for self-insurers I.

The fund pays losses up to
$100,000 on a per occurrence basis . ..1. .. .

Excess insurance purchased from
Bermuda-based Insco, Trenwick

1,1 . 11'.

and Walton insurance companies I ,

covers any single loss of $100,000
to $1 1 million

Under an annual aggregate stop-
loss policy, also with the same in-
surers, the fund sets aside 70% of
premiums to pay claims Once that
fund is exhausted, the aggregate h C

stop-loss policy pays the next $1

CEBS, ARM D.

The University of Connecticut 1 /1 .1 1.1 11
Center for Insurance Education

, 1,11 '1: I 11

and Research will offer courses : ,,

leadmg to the Certified Employe
::1 . 1 /11 .: : 1: 11

Benefit Specialist and Associate in
Risk Management designations ..

Information is available from the
1

center at 39 Woodland St, Hart-
1

ford, Conn 03105, 203-527-2149

-. /2 1 f
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Safety record means dividend
HOLLYWOOD, Calif.-Samuel

Goldwyn Studios is getting its
money's worth from its safety
engineer.

The addition of the full-time

engineer has helped to considera-
bly reduce the number o f work-re-
lated injuries.

As a result, Western Employers

Insurance, the studio's workers
compensation insurer, has re-
turned a dividend payment repre-
senting 49% of the total annual pre-
mium.

Samuel Goldwyn Studios em-
ploys about 250 people on a regular
basis. The annual number of em-

ployes is more than 2,000. •

AUTO FIRE MARINE

SUBROGATION
BENNETT & BENNETT

Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation
Claims. Current status reports Reasonable contingent fees.

Send for FREE Brochure

Home Office: 769 Northfield Avenue

New Jersey

(201) 325-0033

West Orange, New Jersey 07052
New York Florida

(212) 926-2824 (305) 371-8234
Pennsylvania

(215) 563·2168

Brokers protest

Disputes threaten bill
to revise Lloyd's rules

LONDON-Disputes between
Lloyd's and its brokers over the
Fisher Report threaten to hold up
legislation implementing the
report's recommendations.

Arguments will come to a head
Sept. 1 when all U.K. market bro-
kers will meet to discuss the Fisher

proposals. Target date for intro-
duction of the legislation is No-
vernber

The report calls for a new Coun-
cil of Lloyd's that will have su-
preme powers over Lloyd's mar
ket, including underwriters and

Working together to
provide unified business

insurance systems
that work for you.

MEET THE .

brokers. But major brokers are
worried about the council's ability
to impose new market rules by a
simple majority vote.

The problem is compounded by
the complaint of smaller brokers
that they are neglected by the
Fisher report.

Under the current structure, the
270 brokers licensed by the Com-
mittee of Lloyd's to place business
there have no direct say in its pro-
ceedings, which are traditionally
governed by the 18,500 underwrit-
ing names.

FAMILY OF COMPANIES

Only Insurance Management pro-
vides such a wide spectrum of
insurance services and coverages
to privately owned companies, pub-
licly held corporations, government
entities, trade associations and indi-

viduals throughout the nation and
the world.

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

Insurance Management • 8401 Connectic

and associations to mass market to

their participants. Association In-
surance Consultants, Ltd. spe-
cializes in the establishment and

management of off-shore insurance
companies. Andthrough Nittany
Loss Control Services, clients
benefit from professional loss control
consultation and the design of safety
programs to maximize revenues and
minimize hazards before accidents
occur,

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

ut Avenue • Chevy Chase, Maryland 20015 •

:*EE

ity • Survey & Risk Analysis • Self-
Insurance • Captive Insurance Com-
panies • Deductibles • Safety & Loss
Prevention • Claims & Loss Handling
• Account Servicing • Bonds • Per-
sonal Insurance Employee Benefits
• Health Maintenance • Life • Estate

Tax & Financial Planning

88*gnmee ii,minsemenf
FAMILY OF COMPANIES

(301) 654-8100 • Telex: 898368 IMW CHEV

But the brokers can flex their

collective muscle through the $4
billion premium flow they direct
into the market, and many brokers
are underwriting members of syn-
dicates.

"We agree with the idea that
there should be a council which

has enough authority to control
and discipline the various parts of
the market," said Douglas G. (Ben)
Lyon of Jardine Matheson group,
the brokers' representative chair-
man.

"But although we realize it must
have enough powers to enable it to
govern the market, we feel it still
ought to be subjected to some
form of supervisory 'long-stop'
mechanism which can serve the
market as a whole.

"For example, before it takes
any steps to make new rules or to
implement existing ones, there
should be the fullest possible con-
sultation with brokers and other

people in the Lloyd's community,"
he said.

Important sources at Lloyd's
point out that this proposal con-
flicts with the Fisher Report,
which proposed that the new 25-
member council of Lloyd's would
be powerful enough to do away
with any general meeting of
Lloyd's members.

Market leaders such as John

Hogg of Hogg Robinson, Derek
Martin of Willis Faber, David
Rowland of Stewart Wrightson,
Reginald Bowers of Sedgwick and
John Yarney of Alexander How-
den serve on the Lloyd's brokers
committee that is urging drastic
revision in the Fisher plans.

Some brokers believe the British

Department of Trade or some
similar body ought to monitor the
new council's functions if the
council conflicts with the rest of
the market.

The smaller brokers, meanwhile,
are complaining that the Fisher
recommendations leave them out
in the cold.

"The Fisher report has received
much praise and support, but
some ofits opinions are slanted too
much in favor ofthe larger broking
battalions. It will make it far more
difficult for a new broking house
to be formed," said Nigel Kemble-
Clarkson, whose Gault Armstrong
Kemble broking house has won
valuable lines of business since it
started in 1975.

"So its acceptance by Lloyd's
will actually strengthen the en-
trenched position of the big brok-
ing companies unless there are
some changes in the proposals,"
he told Business Insurance.

"One section in Fisher suggests
that in the event o f misconduct by
senior employes or directors, a
broking firm can be suspended or
expelled from Lloyd's," he said.

"But Fisher recommends that in

the case ofa big firm, only the indi-
viduals who have infringed the by-
laws shall be disciplined, as other-
wise the market could be dis-
rupted by suspension of a mAjor
broking house. This is unfair, as it
draws a distinction between large
and small broking houses.

"There's another section in
Fisher which aims to control the

admission o f new Lloyd's brokers,
or renewal of their status two years
later. Larger competitors could be
given an edge under this plan if
they implied there was'reasonable
doubt' about the new firm's busi-
ness status. •
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More key executives leave Bowring
By JOHN H. MILLER to have suffered ill effects frotn the

london line vapor.

LONDON-More key execu-
tives are leaving C.T. Bowring
Group.

The latest to depart are four men
from the aviation reinsurance divi-

sion, who are leaving to setup their
own specialty firm in the ranks of
rival broker Stewart Wrightson.

The four are Martin Nicholson,
Brian Stewart-Brown, Richard
Holt and Richard Chiverrell. Stew-

art Wrightson's chairman told
Jack Reagan of Marsh & McLen-
nan in a telephone call that the four
were leaving of their own choice.

A number ofexecutives have an-

nounced plans to leave Bowring
since its takeover by M&M. includ-
ing chief executive officer Clyde
Bowring (BI, June 30, July 21).

Policy transfer
U.K. insurers terminating part o f

their business activities will no

longer need the consent of all
policyholders before they can
transfer part of their portfolios to
other insurers.

Under a proposed Insurance
Companies Act, insurers may
transfer existing policies to an-

other insurer without obtaining
buyers' consent, as long as the
trade secretary agrees the new
company is solvent.

The rule will bring Britain in line

with other European Economic
Community members.

The British Insurance Assn. wel-

comes the regulation because ad-
ministrative costs of transfering
portfolios will be reduced. There
will be no change in the contrac-
tualtermsofanypoliciesinvolved,
and most insurers believe they will
only take advantage of the rule on
rare occasions.

The rule is likely to have little
effect on the international market

because it will not affect Lloyd's
syndicates or apply to policies
written directly inthe U.S. f6r Brit-

ish companies.
Efforts to end restrictive prac-

tices among European nations are
moving slowly, says U.K. Trade
Secretary John Nott.

"The U.K. insurance industry is
very competitive and deserves an
open market so that it can expand
abroad," he said. "Pressure to
achieve a full common market for

insurance will be stepped up by us,
as we're being prevented from sell-
ing as freely as we would like to
do."

Bleak outlook
The intrusion of "cash-flow

cowboys" may portend a bleak
saga ofthe world reinsurance mar-
ket, says Harley M. Patriek, chair-
man of the U.K. Reinsurance Of-

fices Assn.

"They're attracted by high inter-
est rates which they can get on in-
vested funds." he contended in his

annual report. "But prospects for
most reinsurers in the immediate

future are certainly bleak, and it's

taking a long time for the true pic-
ture to be realized."

Economic changes can have a
sudden effect on interest rates, he
warns, so underwriters ought to re-
turn to the principle of making a
technical profit on business in-
stead of relying on potential profit
from investments.

Dioxin study
No ill effects have been found in

120 workers exposed to the chemi-
cal dioxin after an explosion 12
years ago in Bolsover, Derby
County, a report from the U.K.
Health and Safety Executive
shows.

"Except for two cases of dia-

betes, no overt disease was demon-,

strated in any of the workers when
they were checked 10 years after
the blast," the report said.

But their health should be re-
viewed every three to five years be-
cause comprehensive studies are
still being carried out in the UK.
and abroad, the report said. A
more complete review ofthe prob-
lem is still to be prepared.

At least one other study, a 30-

year follow-up of workers exposed
to dioxin, showed no significant
increase in deaths among those
workers.

The escape of large quantities o f
dioxin frorn a plant at Seveso,
Italy, in 1976 caused widespread
alarm. Hoffman La Roche, the
Swiss pharmaceutical group, last
year paid out about $11.6 million in
damages to persons who claimed

0. D.

Strike coverage
The U.K. Confederation of Brit-

ish Industry has dropped its plans
for strike insurance after a survey
of its members showed major em-
ployers are not interested in the
project (BI, Oct. 1, 1979).

But a group of five Lloyd's bro-
kers is still going ahead with its
own scheme for a mutual fund:o

serve smaller U.K. firms.

"We're sure there's a market for
this kind of cover and we'll be dis-

cussing it with firms in the next
nine months," said Antony V.
Alexander of Sedgwick Forbes
Bland Payne. "We need a longer
time scale before coming to a firm
conclusion."

A fund o f $10 million to $20 mil-
lion a year might be good enough
initially, he says, even though the
original plan had called for pre-
mium income of up to $200 mil-
lion. Brokers would manage the
fund.

D.

1
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Multiperil policy cove rs construction
A NEW MULTIPERIL policy

built to cover a wide range of con-
struction risks is now being
marketed by Bituminous Insur-
ance Cos. of Rock Island, Ill.

The new policy includes broad
property and liability protection
with a choice o f standard or special
risk coverage, says William J.
Herold, senior vp-marketing.

"Pricing of this program is
highly competitive in comparison
with industry standards." he said.

For further information, contact
Mr. Herold, senior vp-marketing,
Bituminous Insurance Cos., 320
18th St., Rock Island, Ill. 61201;
309-786-5401.

Bus safety
The Hartford Insurance Group

has developed a 30-minute color

products & services
film to help control bus accidents.
Transit Bus Defensive Driving can
be used as a refresher for experi-
enced drivers or for remedial in-
struction.

The film, taken from a bus
driver's vantage point, presents
driving hazards encountered while
driving in city, residential, rural
and industrial areas, as well as in
light business zones and on free-
ways. It also discusses the hazards
of normal daytime driving opera-
tions, night driving and rain and
snow.

"This film should be useful to
transit districts or any company
providing specialized transit-type
services which is working to main-

tain and upgrade the profession-
alism of its staff," said Myron
Stacks of The Hartford's loss-con-
trol department.

The film is available for pur-
chase or preview by contacting Mr.
Stacks, assistant director, loss-
control department, The Hartford
Insurance Group, Hartford Plaza,
Hartford, Conn. 06115.

Logging health
Life Log, a pocket-size health

history record, encourages em-
ployes to record their health care
history and all time lost because of
illness.

The booklet provides ample

Need an assist?
We're here.

Wherever you do business, Argonaut is close
by. With over 30 offices nationwide-and more on
the way-we can respond to the needs of local
business and your needs as an agent. Afterall,
we're neighbors.

We're partners, too. What our agents do is vital
to what we do, and we work hard to serve you
well-with over 30 years of specialty experience
in Workers' Compensation and Hospital Liability;
with expertise in property and other commercial

space for recording a general
health history, immunizations,
physical exams and medications.
Employes also can list their ill-
nesses and treat- -.--
ment. F-93",9.-- 

To emphasize
that good health 
pays, space is W- - -- 2.-
provided to re- *6
cord charges for 7ill
medical treat-

iment and time
lost from work. ' --

Life Log can be used as part of a
company-based occupational
health program. The company
name, address, phone number and
logo can be printed on the back
cover.

For more information, phone or
write in care of Life Log, P.O. Box
42580, San Francisco, Calif. 94142;

4.

casualty lines; with whatever assistance you need
to put togetherthe best insurance program for
yourclient.

If you want the support of a reliable, financially
strong carrier, call Argonaut. We're with you all
the way.

Vrgonaut.
Where people tai{e your business seriously.
National Specialists in Workers' Compensation and Hospital Liability.
250 Middlefield Rd., Menlo Par<, CA 94025 (415) 326-0900

415-928-1112.

Whole life

A new whole life product offer-
ing tax advantages to both em-
ployers and employes has been
introduced by Provident Mutual
Life Insurance Co. ofPhiladelphia.

Called Whole Life-79, this level
premium contract provides mini-
mum coverage of$50,000. The plan
is designed for employers who
have a group life insurance plan
forlOormoreemployesorwhoare
interested in setting up a plan.

Under Section 79 of the Internal
Revenues Code, employers pay for
Whole Life-79 with tax-deductible
dollars, while employes enjoy the
benefits of personally owned in-
surance financed by the employer.

An additional advantage is that
employes receive less taxable
compensation than the amount of
the premium paid by the employer
for several years, thereby provid-
ing some tax leverage. The dura-
tion of such a tax benefit varies,
depending upon the employe's
age, the amount of existing group
term coverage and whether a rated
case is involved.

For information, contact Provi-
dent Mutual Life, Box 7378, Phila-
delphia, Pa. 19101; 215-472-5000.

Yacht plan
Luxury yachts valued at more

than $300,000 can now anchor their
insurance plans with Hull & Co.
Inc. Coverage is available for
worldwide cruising, racing, nor-
mal navigation limits and circum-
navigation.

Vessels with home ports in for-
eign countries are eligible, as are
Panama transits with paid or expe-
rienced crews. Coverage, written
on a broad basis, includes tenders
with no horsepower limit and is
provided on areplacement cost ba-
sis for hull and machinery losses.

Limits are available to $12.5 mil-
lion for hull and machinery and $5
million protection and indemnity.

Hull & Co. is at 1441 E. 17th St.,
Santa Ana, Calif. 92701; 714-547-
0793.

Warning device
When emergency strikes at a

plant, the Automatic Dialing
Alarm System VI will spread the
word to key officials, allowing
plant operators more time to deal
with the crisis.

The ADAS VI is activated either
by plant personnel or by its auto-
matie monitoring system. It speed-
dials a priority list of phone num-
bers and delivers an alert in a syn-
thesized voice. Messages can be
programmed on the keyboard.

Although the system uses tele-
phone lines, it can be modified to
use radio. It is particularly suited
to nuclear power plants, gas refin-
eries, pipelines. ship unloading
areas and other situations in which
hazardous materials are handled
or processed.

More information on ADAS VI is
available from Lee Finstad, Butler
National Corp., 8246 Nieman
Rodd, Lenexa, Kan. 66212; 913-888-
'8585.

Storage cabinet
Flammable liquids will be stored

safely in a four-door cabinet intro-
duced by The Protectoseal Co. in
Bensenville, Ill.

The cabinets have double doors
on both front and back and are
constructed of 18-gauge steel with
a reinforced double-wall construe-
tion. The door sill is raised 2 inches
above the bottom of the cabinet to
form a liquid-tight bottom well
that will contain spilled or leaking
flammable liquids. •
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. Are There Potentially Dan-
gerous Gaps in Your Insurance
Program? is a booklet published
by Marsh & MeLennan Inc. to help
clients evaluate their current cov-

erage. Write Tim Paulson, Dept.
94, Marsh & McLennan Inc., 1221

Ave. of the Americas, New York,
N.Y. 10020.

• INA's 12-page booklet Insur-
ance Decisions: Determining
Risk Retention Levels briefly re-
views the extent to which a com-

pany should commit itself to self-
insurance. Write INA, SuperSer-
vice,·1600 Arch St., Philadelphia,
Pa. 19101.

• The second issue of the AIDA
Pollution and Insurance Bulletin

has been published by the Work-
ing Party on Pollution and Insur-
ance o f the International Assn. for

Insurance Law. The issue contains

reports on international develop-
ments concerning compensation
and insurance for damage caused
by environmental pollution. Cop-
ies and further details on the ac-
tivities of AIDA may be obtained
from Werner Pfennigstorf, Ameri-
can Bar Foundation, 1155 East
60th St., Chicago, Ill. 60637; 312-
667-4700.

. Two books, Hospital Liabil-
ity: Law and Tactics and Prac-
tice Manual for Social Security
Claims, have been published by
the Practising Law Institute. The
790-page hospital liability book
covers preparation of both the
plaintiffs and defendant's cases;
the hospital record; Medicaid reg-
ulations; patient safety; voluntary
standards; informed consent, and
blood transfusions. The practice
manual guides the practitioner
through the legal and practical
problems that face a claimant of
Social Security benefits, particu-
larly disability benefits. For fur-
ther information, contact June E.
McDonald, book publicity and
sales manager, Practising Law In-
stitute, 810 Seventh Ave., New
York, N.Y. 10019; 212-765-5700.

• The insurance and protection
division of the American Bankers

Assn. has developed the Commu-
nity Bankers Insurance Buying
Guide to assist the community

banker in buying the broadest pos-
sible insurance coverage at the
least cost. For further information,
contact Shelly Davis, insurance
and protection, 1120 Connecticut
Ave. N.W., Washington, D.C.
20036; 202-467-4047.

• Twenty new and revised fire
safety standards adopted by the
National Fire Protection Assn. at

its 1980 meeting have been
published in separate booklet edi-
tions. They may be obtained from
the NFPA publications sales divi-
sion, 470 Atlantic Ave., Boston,
Mass. 02210; 617-426-2525.

• The International Foundation
of Employe Benefit Plans if offer-
ing printed texts from four confer-
ences given last fall and winter.
The books are: Proceedings of the
12th Annual Canadian Confer-
ence, 1979 Benefits Processing In-
stitute Proceedings, 1979 Public
Employes Conference Proceed-
ings and 1979 EDP Institute Pro-
ceedings. Costs range from $2.50
to $10, varying for members and
nonmembers and according to
quantity of copies esired. Contact
The International Foundation,
P.O. Box 69, Brookfield, Wis.
53005.

. A Pocket Guide to Arson In-

vestigation, released by Factory
Mutual Engineering in October
1979, has been revised. The new
book includes a foldout flow chart

that diagrams the steps a fire-

fighter shoulc fcllow and the ques-
.ions to ask :t the response,
suppression and investigation
stages of a suspizious fire. Some of
-he guide's t.c•piDS include: obser-
vations en roj:€ to the fire, deter-
mining the cause and handling :he
evidence. Factory Mutual Policy-
holders may OU:/ the guide for 50
cents; cost tc nnmembers is $1.
Write Factory Mitual Training Re-
source Center, Order Process:ng
Department, Bc x 688, Norwood,
Maine 02062.

. Protecting Industrial and
Business Facili.ies & Personnel

from Terrorist Activities is a new

report from Rermont Associates
Lesigned to Erevent threats from
terrorists and to reduce insurance

risks. Copies are $5 each from Rey-
mont Associates, 29 Reymont A„e-
r.ue, Rye, N.Y. 1)580. •

PROBLEM

You're getting ready
for renewal, but you
don't know how your
nsk should be pnced
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QUESTIONS

I Are your reserves
accurate?

e What is your loss
development?

o What is your IBNR?

• What should your
retention level be?
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ANSWER

Dgmgrate
systems

Our risk and insurance

management system can equip
you to give insurance company
underwriters a timely, accurate,
and comprehensive review of
your company's complete risk
program. It will enable you to
communicate such pertinent
facts as premium and loss
experience, cash flow to date,
status of exceptional claims,
reserving redundancy, IBNR
analysis, and loss distribution by
size range.

Corporate Systems can do that
and much more. With our risk

and insurance management
system, you have the tools to
accurately identify and evaluate
cost of risk. Tools which enable

you to communicate and allocate
risk responsibility where it
occurs, at specific cost centers
within your organization.

If you have a risk management
information problem or question,
ask us. We've been providing
problem-solving tools to risk
managers for more than a
decade, and our growing client
list of more than 1,100

corporations and governmental
entities is proof we've been
doing a good job at it. We can
supply the answers you're
looking for

Corporate Systems - Professional Tools for Professional Risk Management, P.O. Box 31780, Amarillo, Texas 79120.
906/376-4223, 800/ 858-4351 (toll free outside of Texas), Corporate Systems Australia, 390 St. Kilda Road, Melbourne, Australia 3004
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Employers putting class into benefits
By MARY ANN MATLOCK

NEW YORK-Employers are
making hitting the books less of a
financial blow.

Since last year, 50% more em-
ployes are participating in a pro-
gram to secure government loans
for higher education for employes
or their dependents.

Nationwide, 78 firms are using
the services of the United Student

Aid Fund Inc. in New York to pro-
vide this low-cost benefit to
workers, and there is a waiting list.
Last year, 53 participated.

"It's a way by which companies
try to ease the burden of tuition
costs. It's not a tremendous bene-
fit, but a nice benefit because the
worker doesn't have to look for a

bank," said Ruth Rigney, vp and
corporate secretary for the United
Student Aid Fund.

The worker also saves the cost of
setting up the loan. These fees can
reach $350 for four years if state
loan plans are used, Ms. Rigney
said.

Since 1969, $74 million in loans
have been funneled through the
program.

For large employers like Ameri

'It's been a very,
very popular
program,' says
William Stoddard.

can Can and General Electric, the
cost is 0.75% of outstanding loans
plus a $10,000 deposit for each
$500,000 in outstanding loans to
offset defaults, Ms. Rigney said.

"It really boosts morale and with
increasing college costs, there is
no way a person's savings can keep
up with that," said Meta Overmier
coordinator for education and

community programs at American
Can.

The cost to the company is about
$50 per loan, she said. In the last
three years, 1,300 loans have been
arranged.

"It's a very fine benefit, espe
cially for middle management,"
said Ms. Overmier, who noted onlv
dependents of the company's
55,000 workers nationwide are eli
gible.

At General Electric, on the other
hand, loans have been available to
employes and dependents since
1970.

"It's been a very, very popular
program, especially since 1978,"
said administrator William Stod
dard. He attributed increased in
terest to government removal of
income ceilings for those eligible

The company has 3,000 loans
outstanding for $6 million. This
type of benefit is best suited to a
large employer with workers in
many states, Mr. Stoddard notes
This way, he says, loans are availa
ble where state programs are non
existent or banks are reluctant to
handle the paperwork.

"It's a great benefit that costs us
practically nothing to give em
ployes help with higher costs of
tuition," said a spokesman from a
California company. It started the

ASSE director
Judy T. Neel is the new executive
director of the American Society
of Safety Engineers. Ms. Neel for-
merly was executive director of
the Automotive Affiliated Repre-
sentatives and managed a division
of the Automotive Service Indus-
try Assn. She succeeds James L.
Faltinek, who left to join the Na-
tional Sporting Goods Assn.

program in January for its 4,000
workers.

The program is best suited to
firms with at least 5,000 employes
in six or more states, Ms. Rigney
said. A company is yet to be
charged for a loan default, she
noted.

Under the program, up to $2,500
per year may be borrowed for col-
lege, up to a maximum of $7,500.
For graduate school, $5,000 is
available per year, up to $15,000.

Interest is 7%, with the first pay-
ment due 11 months after studies
are completed. The loan must be
paid in 10 years.

United Student Aid Fund Inc.
is a nonprofit group established
under an amended version of the
1965 Higher Education Act to run
the corporate loan reserve pro-
gram.

The homework is just as hard, but the tuition bur-
den is easier for students whose employers par-

ticipate in a program to secure government loans.
The benefit has proved increasingly popular.

66Equifax Risk Management Systems offers you
themostcompletelineofservices available from

one source:' ExecutiveVice-President
Richard L. Malones ARM

You get in-depth field and technical support-
12,000 people in over 1000 US. and Canadian cities- from Equifax RMS.

It's possible because we have skilled professionals in six key
service areas.

In all, you gain support from 12,000 people. This number
includes a large, extensive field force made up of men and
women who average 10 years of experience.

They understand risk management. They know what
kind of information you require.

Also important is the fact Equifax RMS has over 1,000 ser-
vice facilities throughout the U.S. and Canada. You'll find
one close to the risks you manage.

So now you can get the help you need. When and where
you need it.

But people and places are only part of the story.
In addition, there's an advanced computer system for

your risk management and insurance program.
Plus, Equifax RMS gives you complete flexibility you

can choose what you need from our package of unbundled
services.

But most importantly, you get full support in these areas:
(1) loss control consulting/inspections and training (2)
claims administration/regulatory compliance (3) rehabilita-
tion (4) CLASS: computerized loss administration statistical
system (5) health screening (6) employment checks.

How can we help you? Our professional risk management
team will be glad to review your program, make specific

recommendations, and implement the plan of action you
approve.

For complete information about Equifax RMS, call Rich
Maloney at (404) 329-9029. Or just fill out this coupon and
drop it in the mail today. We'll respond right away.

Professional services from tbe service professionals

EQUIFAX Suite 500A
1800 Century Blvd.

Atlanta, Georgia 30345
Risk Management Systems

Yes, I want to find out more on how Equifax RMS
can help me:

[3 Please give me a call as soon as possible
0 Send me your complete, in-depth brochure(s) on:
0 Claims Administration 0 Loss Control

0 Computerized Loss Administration & Statistical System
O Occupational Health Screening [J Employee Screening
E] Rehabilitation Management

Name/Title

Company
Address

City State Zip
Business Phone
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datebook

OCT. 2-4. Profit Sharing Council
Annual Conference in Kansas

City, Mo.,$300. The Profit Sharing
Council of America, Suite 722,20
N. Wacker Dr., Chicago, Ill. 60606;
312-372-3411.

OCT. 2-3. Projecting and Defend-
ing Damages in Personal Injury
Litigation Seminar in New York,
sponsored by the Practising Law
Institute; $250. PLI, 810 Seventh
Ave., New York, N.Y. 10019; 212-
765-5700.

OCT. 5-8. Private Enterprise in
the Public Interest Conventionin

Las Vegas, sponsored by the Na-
tional Association of Mutual Insur-
ance Cos. NAMIC, 7931 Castleway
Drive, Indianapolis, Ind. 46250.

OCT. 5-8. Western Regional Con-
ference in Colorado Springs. spon-
sored by Risk and Insurance Man-
agement Society Inc.; $200 for
members, $60 for spouses/guests;
after Aug. 29, $225, $75 for spouses/
guests. Dale Wydman, Adolph
Coors Co., Dept. 311, Golden, Colo.
80401; 303-279-6565.

OCT 6-8. Reporting and Disclo-
sure Compliance Under ERISA
Course in Los Angeles, sponsored
by American Management Assns.;
$510 for members, $585 for non-
members. AMA, 135 W. 50th St.,
New York, N.Y. 10020.

OCT. 6-8. 13th Annual Canadian
Employe Benefits Conference in
Vancouver, B.C., sponsored by the
International Foundation of Em-
ploye Benefit Plans; $300 for mem-
bers, $375 for nonmembers.
IFEBP, P.O. Box 69, Brookfield,
Wis. 53005; 414-786-6700.

OCT. 6-8. Techniques of Finance
and Accounting course in Atlanta,
sponsored by Risk and Insurance
Management Society Inc.; $225 for
members and $325 for nonmem-
bers. Lynn Fischoff, the Risk and
Insurance Management Society
Inc., 205 East 42nd St., New York,
N.Y. 10057; 212-557-3294.

OCT. 6-10. Basic Safety Manage-
ment Seminar in Houston, spon-
sored by the International Safety
Academy; $65. International
Safety Academy, P.O. Box 19600,
Houston, Tex. 77024; 713-932-9400.

OCT. 7-8. Arson Workshop in New
York, sp6nsored by The College of
Insurance; $200. Russel Fer-
schleiser, The College of Insur-
ance, 123 William St., New York,
N.Y. 10038.

OCT. 7-9. Practical Risk Manage-
ment for Industry course in Ma-

nila, sponsored by Risk Research
Group Ltd.; $500. Alison Rayner,
course coordinator, Risk Research
Group Ltd., Bridge House, 181
Queen Victoria St., London EC4V
4DD.

OCT. 8-12. The Insurance Consul-

tants' Society meeting in Ber-

muda, sponsored by the I.C.S. Wil-
liam H. Elliot Jr., CPCU, Arrange-
ments Chairman-I.C.S. Ber-
muda, 1980, Crain Langner & Co.,
20575 Center Ridge Rd., #318,
Rocky River, Ohio 44116.

OCT. 10. Computer Risk Control
course in Manila, sponsored by
Risk Research Group Ltd.; $175.
Alison Rayner, Risk Research
Group Ltd., Bridge House. 181
Queen Victoria St., London EC4V
4DD

OCT. 12-15. Electronic Data Pro-

cessing Institute in Las Vegas,

sponsored by the International
Foundation of Employe Benefit
Plans; $300 for members, $375 for
nonmembers. International Foun-

dation of Employe Benefit Plans,
P.O. Box 69, 18700 W. Bluemound
Rd., Brookfield, Wis. 53005; 414-
786-6700.

OCT. 12-18. 1980 meeting and sem-
mars of the Society of Chartered
Property and Casualty Underwri-
ters in Honolulu, Hawaii; $165.
Joan S. Keys, director of public re-
lations, The Society of Chartered
Property & Casualty Underwri-
ters, Kahler Hall, Providence Rd.,
Malvern, Penn. 19335; 215-648-
0440.

OCT. 13-14. Government Risk

Management training in Nash-
ville, Tenn., sponsored by the Pub-
lic Risk and Insurance Manage-
ment Assn.; $100. PRIMA, 1140
Connecticut Ave. N.W., Suite 210,
Washington, D.C., 20036; 202-828-
3614.

OCT. 13-17. Loss Control Manage-
ment course in Atlanta sponsored
by the International Loss Control
Institute; $45. International Loss
Control Institute, P.O. Box 345,
Loganville, Georgia 30249; 404-
466-2208.

OCT. 15. Successful Delegation
Techniques for Managers in In-
surance Workshop in New York,
sponsored by The College of Insur-
ance. Russel Fershleiser, manage-
ment programs department at The
College of Insurance, 123 William
St., New York, N.Y. 10038; 212-962-
4111.

OCT. 15-17. How to Design a Cost
Effective Loss Prevention Pro-

gram Course in Chicago, spon-
sored by the American Manage-
ment Assns.; $510 for members,
$585 for nonmembers. Also Dec.
15-17 in Atlanta. American Man-

agement Assns., 135 W. 50th St.,
New York, N.Y. 10020; 212-246-
0800.
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Camow, Conibear & Associates, Ltd.
Occupational and Environmental
Health Consultants

Programs in Medicine, Toxicology and Epidemiology

A comprehensive range of seryices including:
• Occupational Disease Risk Assessment
• Medical Surveillance

• Customized Professional Educational Programs
• Medical and Toxicological On Site Emergency Services

Bertram W Carnow, M.D., FCCR FCPM, President

Carnow, Conibear & Associates, Ltd.
20 North Wacker Drive, Chicago, Illinois 60606
312/782-4486
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James to assist public risk programs
CITIES, COUNTIES, school dis-

tricts and other municipalities can
now get help from Fred S. James &
Co. Inc. in developing and imple-
menting risk management pro-
grams.

A new national committee of

James personnel has been created
to provide professional assistance

markets
to public entities in risk analysis
and management, loss retention,
self-insurance, property/casualty
coverage and employe benefits,
says William E. Burch, president

of Fred S. James.

The committee will be headed

by William H. Lilly, senior vp in
James's Portland office, and will
include James staffmembers from

FIAAACIAL
GUARDIAn

... A nAmE TO Know
AnD REmEmBER

Insurance Brokerage
(US and Worldwide)

Risk Consulting

Captive Management

Self-Insurance Administration

Reinsurance Intermediary

"At Financial Guardian, we find ways to serve."

OFFICES IN PRINCIPAL CITIES.

CORPORATE HEADQUARTERS:

 FInAnCIAL GUARDIAn InSURAnCE AGEnCY. Inc.
3100 BROADWAY, KANSAS CITY, Mo. 64111
PHONE 816/561-8630 - TELEX 424148

seven areas of the country.

Claims services

Shepard & Associates has been
formed in Seattle to offer multiline

independent adjusting and claims
consulting services to firms in the
Northwest.

The new company is managed
by William C. Shepard, former se-
nior claims consultant and claims

manager for Marsh & MeLennan
in Seattle and currently executive
director ofthe Western States Self-

Insurance Colloquium.
Shepard & Associates is at P.O.

Box 60066, Seattle, Wash. 98160;
206-542-1535.

Bermuda brokers

Insurance and reinsurance bro-

kers involved in the Bermuda mar-
ket are invited to join the Insur-
ance Brokers Assn. of Bermuda, a
new organization.

The aims of the association are:
to share information of interest to

members; consider the general
conduct of members' business,
and promote, advance and protect
the interest of insurance brokers.

The association will work with

government and associations or
corporations concerned with in-
surance and reinsurance for the
benefit of all involved in the Ber-
muda market.

Further information can be ob-
tained from: chairmanA.W."Bert"

Hunt, Person Webb Springbett
(Bermuda) Ltd., 2-3808; secretary/
treasurer B.J. "Bernie" Cutts, J.H.
Blades & Co. (International) Ltd.,
5-0169, and Roy V. Bray, Insurance
& Reinsurance Brokers (Ber-
muda) Ltd., 2-4241.

Facultative writer

Commodore/Re Management
Corp. is now writing Canadian
property facultative reinsurance
on behalf of The Citadel Assur-

ance Co. The Citadel is a mgjor
Canadian insurer.

Commodore/Re initially will un-
derwrite Canadian business from

its home office at 89 Haddon Ave.,
Haddonfield, N.J. 08033. Canadian
offices will be established later.

Trucking lines
American Special Lines Insur-

ance Inc. of Oklahoma City is ex-
panding its business into several
states.

The managing general agency
specializing in transportation in-
surance now will serve Arkansas,
Missouri, Montana, South Dakota,
Tennessee and Utah. It already
serves Oklahoma, Kansas, Ne-
braska, Iowa, Colorado and New
Mexico.

ASL represents several A+ rated
insurers providing liability, cargo
and physical damage coverage for
trucking risks. It is located at P.O.
Box 18894, 4801 Classen Blvd.,
Oklahoma City, Okla. 73154; 800-
552-8508 in Oklahoma and 800-654-
8453 else#here.

ISO adjustment
A new Insurance Services Office

system for publishing fully ad-
justed specific commercial fire
rates should reduce policywriting
errors as well as policyholders'
complaints.

The system, to begin Nov. 1, will
allow the ISO to quote fully ad-
justed rates without insurers or
producers having to apply manual
adjustment factors. It will also pro-
vide for immediate update of all
ISO specific rate computer files
whenevergeneralrate level adjust-
ments, revisions to municipal clas-
sifications or other specific
changes are made.

As fully adjusted rates become
available in each state, the ISO will
discontinue paper' format rate
publicationsinfavorofcompletely
adjusted sets of microfiche, issued
every four weeks.

ANI inspections
American Nuclear Insurers of

Hartford has established a highly
trained field force to provide
full-time inspection and engi-
neering services for power

generating facilities insured by
ANI and the Mutual Atomic En-
ergy Reinsurance Pool.

The field operation will give ANI
greater continuing capability to in-
spect fire protection related to nu-
clear hazards as well as with risks

associated with material handling.
The inspections previously were
handled on a contract basis.

Field representatives will con-
duet inspections and engineering
reviews of pool-insured facilities,
loss investigations, safety-related
fire surveys and training seminars.

New name

The corporate name of Stewart
Smith Haidinger in Los Angeles
has been changed to Stewart
Smith West Inc. The name change
was arranged to conform with the
names of the other Stewart Smith

companies across the country:

New offices

Montgomery & Collins Inc. has
opened a new office at 500 W.
Wilson Bridge Road, Suite 225,
Worthington, Ohio 43085; 614-436-
7048.

Clayton Environmental Con-
sultants has opened a new office at
17629 El Camino Real, Houston,
Tex. 77058; 713-488-2331.

Hull & Co. (California) Inc. has
moved to 220 Sansome St., Suite
590, San Francisco, CaliL 94104.

Canadian Life Assurance Co. is

establishing a U.S. home office at
6201 Powers Ferry Road, Atlanta,
Ga. 30327.

The San Antonio branch office
ofCravens, Dargan & Co. Special
Risks will relocate to P.O. Box
40308, 4803 N.W. Loop 410, Suite
250, San Antonio, Tex. 78229; 512-
680-0900, 800-292-5844.

Princeton Risk Managers (of

Madison) Inc. has opened an office
at 120 Madison Ave., Madison, N.J.
07940.

Acquisitions
Mission Insurance Group Inc.

and the Strauss Fuchs organiza-
tion, a Kansas City managing gen-
eral agency, have agreed in princi-
ple that Mission will acquire the
property/casualty division of
Strauss Fuchs.

Poe & Associates has acquired a
controlling interest in American
Insurance Marketing Corp. Inc., a
commercial insurance mass mar-
keting company with a network of
more than 40 affiliated agencies.

Stewart Smith Holdings Inc., a
subsidiary of Stewart Wrightson
Holdings Ltd., has acquired all
outstanding share capital of
Calvert Fire Insurance Co.

AVEMCO Corp. and GEICO
Corp·have agreed in principle that
GEICO will acquire up to 22.5% of
the outstanding shares of
AVEMCO common stock.

Pinehurst Corp., a Los Angeles-
based insurance services com-
pany, and Armco Inc. of Middle-
town, Ohio, have reached an agree-
ment under which Armco will ac-

quire Pinehurst's two London-
based subsidiaries, North Atlantic
Insurance Co. Ltd. and North
Atlantic Management Co. Ltd.
The price will range from $8 mil-
lion to $9 million cash. •



action line

Communication

articles can aid
We are involved in the employe

benefit area-not only the sales
and installation, but in adminis-
tration and claims also. Your

magazine is one of the most help-
ful sources of information I have

to help me better serve my clients
and stay abreast of what's hap-
pening in the marketplace.

One of the challenges that we
are working with is that of edu-
eating our clients as to the value
ofeffective communication about

their employe benefit programs.
I have read some very interest-

ing articles in your magazine
about this area. Do you have a
source available or can you tell
me where I might find more infor-
mation about this important ser-
vice? If you have anything availa-

ble that might be helpful, I would
be most happy to purchase it-
such as monthly letters, booklets,
etc. I do know that you have an
annual employe benefit com-
munication contest and was won-

dering if the most impressive
ones you received were available
for purchase.

C.E. "Chuck" Mozingo, CLU
President

C.E. Mozingo Agency Inc.
Youngstown, Ohio

The best way to educate your cli-
ents is by collecting articles on em-
ploye benefit communications and
by talking to other companies with
superior programs. We don't know
of any employe benefit communi-
cations textbook.

Award-winning employe benefit
communication packages will be
on display at the Business Insur-
ance Communicating Employe
Benefits Conference in Chicago
Oct. 26-29. They are not for pur-
chase through us, but you may
want to personally contact the
companies.

Companies that have superior
programs in this area will be
honored at a dinner Oct. 28. De-
signing benefit communications
programs, executing them and
choosing the tools to do so are just
a few o f the topics to be discussed
at the conference.

A $385 registration fee includes
admission to all scheduled ses-

sions and functions, resource ma-
terials and social functions. If

you'd like to attend, contact the
Crain Educational Division, 740 N.
Rush St., Chicago, Ill. 60611; 800-
621-6468 or 312-649-5242.

While you're waiting to go to the
conference, there are other articles
you may look at. The 1979 winners
ofBI's employe benefit communi-
cation awards are listed in last

year's Oct. 15 issue. Reports on the
1979 BI Benefit Communications

Conference are printed in the Dec.
24, 1979, issue of BI.

Awards for the best programs
went to Harris Bankcorp Inc. of
Chicago, Alexander & Alexander

of Towson, Md., and Eaton Corp.
of Cleveland. Others, such as Ten-
neco Inc. of Houston and Levi-

Strauss & Co. of San Francisco,
also won awards in various catego-
ries. You might contact their bene-
fit departments for information.

Hewitt Associates also offers a

variety of articles and pamphlets

Job accidents
Accidental deaths on the job in-
creased 3% the first quarter of this
year, according to the National
Safety Council. Work-related
deaths during the first three
months totalled 3,200, compared
with 3,100 during the first three
months of 1979.

on employe benefits written by
their consultants, including "Cri-
teria Based Planning For Employe
Communications" and "Employe
Benefit Communications in the

1980s."If interested, contact Chris-
tine Seltz, Hewitt Associates, 100
Half Day Road, Lincolnshire, Ill.
60015; 312-295-5000.

.

Action line will answer readers' re-

guests for information. Have a

question regarding insurance or
your profession? Write Action line,
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611.

TAKE THAT
EXTRA

MEASURE OF
PROTECTION
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How can St.Paul Risk Services

have more Aan 125 veai aperience
if wiemve onlybeen

in business twoyeal?

Easy. We've borrowed those
years of experience from our parent
company, St. Paul Fire and Marine
Insurance Connpany assist in insurance placement

And here's what we can do through licensed Independent
for you. Insurance Agents.

If you're considering self- When you need this kind of
insuring, we can do a feasibility expertise backed by more than
study to help determine whether 125 years of experience, call your
or not it's a good idea. Independent Agent or St. Paul

If you're already self-insured, Risk Services marketing
we can provide actuarial services, department at (612) 221-7990. Or
provide and evaluate loss pre- write St. Paul Risk Services, Inc.,
vention and control, administer Hamm Building, 408 St. Peter St.,
claims, audit claims services, and St. Paul, Minnesota 55102.

An amliate of St. Paul Fire and Marine Insurance Company

ammul®

Risk Plan™
St. Paul RiskServices, Inc.
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How to Regain ,1

Control of your '
Insurance Program.1
By using the Scor Risk team to provide you with:

• Financial analysis 1
• Captive feasibility 1
• Review and evaluation of insurance and 1
risk management programs 1

• Risk analysis
• Loss analysis and review
• Offshore management-Scor Risk Management

(Bermuda) Ltd.
Join the team!
Call Walt Patterson

(800) 527-9036 in Texas call (214) 748-1100

ScorRisk
RO. Box 220032,52nd Floor, First International Building, Dallas, Texas 75222
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Court upholds standard
reducing lead exposu re

By JERRY GEISEL

washingtonWASHINGTON A fede-al ap-
peals court has upheld an Occupa-
tional Safety and Health Acminis-
tration standard that would reduce
worker exposure to lead.

The appeals court for the Dis-
trict of Columbia said OSHA "pre-
sented substantial eviderce" to

justify the proposed reduction.
The ruling was described by

John Hynan, OSHA deputy associ-
ate solicitor, as "a major viclory for
the department." It sharply con-
trasts with a June Supreme Court
decision that said the federal gov-
ernment couldn't impose tougher
standards limiting worker expo-
sure to benzene because it failed to

prove the reduction would reduce
the cancer rate of those exposed
(BI, July 7).

Industries with the highest ex-
posure to lead must take steps im-
mediately to reduce airborne lead
levels. These industries include
primary and secondary lead -smelt-
ing operations, printing, gray-iron
foundries, paints and coating, elec-
tronics and battery manufacturers.

Thirty other industries where
lead exposure is lower must also
comply with the tougher lead stan-
dard, but through a comtination
of engineering controls, work

i hr-, ·

right down to the apron
Your aviation insurance customers are vulnerable from the moment they walk

on the field. To help you provide them complete insurance protection is the basic
foundation of our business.

Global is stffed by professionals, experienced in both aviation and insurance
to give you fast, masonable quotes, prompt policy and endorsement issuance and
considerate claims service.

Our people 1mow aviation right down to the oil-stained apron. For down to earth
information and assistance on any form of aviation insurance, call Global.

Blobal Aviation Insu,ance Managers. Inc.
3000 Promenade Center/P.O. Box 5470
Richardson, Texas 75080

"We did our groundwork Now we're taking o#"

Telephone
(214) 2350110
Telex 79-1875

practices and employe respirators.
These industries include ship-
building and auto and pesticide
manufacturers.

The OSHA lead standard, pro-
posed in September 1978 and final-
ized three months later, limits
worker exposure to 50 micrograms
of lead per cubic meter of air over
an eight-hour period. The old limit
was 200 micrograms oflead per cu-
bic meter of air.

A key provision upheld by the
appeals court requires employers
to take workers off a job or reduce
their hours if lead content in their
blood reaches a certain level. If any
employe must be laid off untillead
concentration reaches a safe level,
he must be allowed to maintain
earnings and seniority rights for 18
months and be guaranteed his reg-
ular job when his health improves.

The lead, steel and iron indus-
tries, which fought the lead stan-
dard, are expected to appeal to the
Supreme Court.

Taxation opposed
Congress has approved a resolu-

tion opposing taxation of Social
Security benefits.

Last year, the Social Security
Advisory Council recommended
that 50% of retirees' Social Secu-
rity benefits be subject to federal
income tax. That recommendation
has not received any backing.

Social Security benefits have
never been taxed since the public
retirement system was established
in 1935.

Report delayed
Printing problems will delay the

Commerce Department's Report
on Product Liability Rate-Making
Practices until late September.
The 200-page, 10-chapter report
was to be published late this
month.

The report, written by George
Neidich, a member of the Com-
merce Department's Task Force
on Product Liability and Accident
Compensation, analyzes rate-mak-
ing problems, but does not recom-
mend any federal legislation.

The report was commissioned to
find solutions to the nation's prod-
uct liability problems.

Mr. Neidich and Edward Barrett,
who also is on the Task Force on
Product Liability, will head a fed-
eral study on oil pollution insur-
ance after the product liability of-
fice disbands next month.

The oil study will prove the
availability and affordability of oil
pollution coverage to determine
whether a superfund can be es-
tablished to compensate oil pollu-
tion victims, Mr. Barrett said.

Granville Corp., a Washington,
D.C., consulting firm, is surveying
insurers, brokers and oil compa-
nies to determine oil pollution in-
surance problems.

Information collected by Gran-
ville will be incorporated in the
Commerce Department study,
which is expected to be published
late next year.

Schwartz leaves
Victor Schwartz left the Com-

merce Department last week after
serving as the federal govern-
ment's top product liability expert
for the last four years. He will be-
gin teaching at American
University's law school this week.

During his four years at Com-
merce, Mr. Schwartz drafted the
Final Report on Product Liability.

He also helped draft the Risk Re-
tention Act, a proposal pending in
Congress that would remove bar-
riers to group self-insurance for
product liability risks.

Mr. Schwartz will teach torts and
product liability.

OSHA endorsed
The Democratic Party, in its

platform drafted at the national
convention in New York, gave a
ringing endorsement to the right
o f the federal Occupational Safety
and Health Administration to con-
duet safety and health inspections
at the nation's worksites.

"We will not limit its scope for
any reason, including the size of
business," the Democrats said.

Republicans at their convention
last month in Detroit said the 10-
year-old OSHA program has failed
to meet its objectives and only has
boosted employers' costs.

Pension hearings
President Carter's Commission

on Pension Policy, which is map-
ping out a national retirement in-
come policy for lawmakers, has
finalized its 1980 public hearings
schedule.

Except where noted, all the hear-
ings will be at the new Executive
Office Building at 726 Jackson
Place. The Executive Office Build-
ing is across the street from the
White House.

• Sept. 8-Reaction to working
paper on pensions and collective
bargaining, 10 a.m. to 2 p.m., Room
2010.

• Sept. 12-Pensions and tax
policy, 10 a.m. to 4 p.m., Room
2010.

• Sept. 25-Reaction to univer-
sal minimum employer pension
proposal, 10 a.m. to 4 Am., New
York City.

• Oct 9-Discussion of early re-
tirement, 10 a.m. to 3 p.m., Room
2010.

• Oct. 25-26-Commission in-
terim report meeting. Location not
set.

• Nov. 14-Federal administra-
tion of pension programs and
ERISA funding standards, 10 a.m.
to 4 p.m., Room 2010.

• Nov. 21-Discussion of dis-
ability ibsues, 10 a.m. to 3 p.m.,
Knoxville, Tenn.

• Dec. 11- Ownership and con-
trol o f pension fund assets, 10 a.m.
to 4 p.m., Room 2010.

• Dec. 12-Discussion of pen-
sion vesting and portability, 10
a.m. to 5 p.m., Room 2010.

Pension papers
The public can purchase work-

ing papers on pension topics pre-
pared by the President's Commis-
sion on Pension Policy.

Research papers available in-
clude:

• Employment of Older
Workers: Disincentives and Incen-
tives, 040-000-00425-4, $3.50.

• Varieties of Retirement Ages,
040-000-00417-3, $4.75.

• Retirement Income Goals,
040-000-00422-0, $3.50.

• Demographic Shifts and Pro-
jections: The Implications for Pen-
sion Systems, 040-000-00412-2,
$2.50.

• An International Comparison
of Pension Systems, 040-000-
00421-1, $4.

Copies of these reports may be
obtained by writing to the Su-
perintendent of Documents,
Washington, D.C. 20402. •



"Our objective is to provide cov-

erage at a minimal cost so physi-
cians don't have to continually
hike fees because of continually
rising medical malpractice pre-
miums," said Franc Ferraraccio,
the society's director.

The reciprocal, to be domiciled
here, should attract most of the
medical society's 1,700 members
within a year, Mr. Ferraraccio said.

First-dollar coverage will be
available from a minimum

$100,000 per occurrence with a
$300,000 annual aggregate to a
maxirrium $5 million combined
single limit.

Premiums paid into the recipro-
cal are expected to range from
$1,600 to $9,000, with the average
premium about $3,200, Mr. Fer-
raraccio said. Premiums paid by
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D.C. physicians prescribe reciprocal
By JERRY GEISEL pr ' - -
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WASHINGTON Doctors af-

flicted with rising medical mal-
practice insurance premiums con-
tinue to prescribe their own insur-
ance company as the cure.

The latest case is in the District
of Columbia, where 1,700 mem-
bers of the medical society are ex-
pected to sign with a new recipro-
cal insurance company beginning
business Oct. 1.

The D.C. doctors two years ago
began thinking about setting up
their own insurance company in
the face of constantly increasing
medical malpractice premiums.

But when The Hartford, the only
insurer providing malpractice cov-
erage in the nation's capital, an-
nounced a 67.5% premium in-
crease effective June 1, the doctors
moved their plans to set up their
own company into high gear.

The Medical Society of the Dis-
trict of Columbia expects its new
company, National Capital Recip-
rocal Insurance Co., to cut the cost
of medical malpractice insurance
from The Hartford's new charges.

Insured
volcano

losses low
SEATTLE-Insured losses from

the eruptions of Mount St. Helens
are running below expectations,
insurance sources say.

The bulk of the 14,023 claims
compiled by the Washington In-
surance Council have been for

auto and property. Business inter-
ruption accounted for only six
claims.

Property claims are about $14
billion, although it is likely that not
all will be paid out, according to
the WIC.

The number of business inter-
ruption claims resulting from di-
rect damages or ash fall have been
low because most businesses af-
fected are self-insured, said a
spokesman for insurance commis-
sioner Dick Marquardt.

Others are still negotiating a set-
tlement with their insurers.

No commercial, industrial or
business interruption suits have
been filed yet, "but we are certain
there will be some," the spokes-
man said.

At Mr. Marquardt's request, in-
' surers have been treating the erup-

tions as an explosion, although at
least one, the Washington State
Grange, has language in its policy
excluding volcano damage.

The biggest problem was that
Mr. Marquardt was besieged with
calls from agents who complained
they didn't know what their com-
pany covered. He wrote to all in-
surers doing business in the state,
asking them to give the needed in-
formation to their agents. •

physicians will match the pre-
miums charged by The Hartford
before the 67.5% hike.

Participating doctors will pay a
special one-time fee ranging from
$1,500 to $5,500 to raise the initial
capital.

District of Columbia doctors

found setting up shop here more
attractive than offshore, where
many other physician-owned mal-
practice insurers operate.

"Domestic regulation, under the
auspices of the D.C. superinten-
dent of insurance, is better and
safer than it would be overseas,"
Mr. Ferraraccio said.

The society will create its own
claims and loss adjustment bu-
reau.

Dividends will not be offered.

Instead, premiums will be ad-
justed to ensure coverage at cost.•

About 1,700 doctors in the District of Columbia
expect to cure themselves of rising medical mal-

practice premiums with the National Capital Re-
ciprocal Insurance Co. beginning Oct. 1.

TURHEI BOW,1
FOR 9 &0

INSURANCE?
Many organizations are finding it
impossible to buy D&0 insur-
ance. That's because the-small

group of carriers who offer it gen-
erally concentrate on the larger
accounts with big premiums, and

are not very receptive to risks that
don't meet their exact standards.

At Wohlreich & Anderson we '

know that all kinds of organiza-

tions need the same type of pro-
tection as the established ones.

That is why we have developed a
D&0 facility designed specifi-
cally to accommodate the risk that is too new,
too sma# or too unusua/ for other carriers.

Boston, Mass. (617) 426-9556
Chicago, 111. (312) 454-0696
Cleveland, Ohio (216) 241-2917
Columbia, Md. (301) 997-1272
Hartford, Conn. (203) 561-3600

Our policy provides all the same
features that other D&0 markets

do. But we offer one thing they
don't. We're willing to consider
just about any kind of risk - not
only the conventional corpora-
tions. We can also handle ac-

counts and associations where

special attention regarding cov-
erages, limits and retentions is
required.

So don't have your clients go
without Directors & Officers cov-

erage any longer. For a quotation

or more information, please contact your nearest
Wohlreich & Anderson office listed below.

Wohlreich & Anderson
We're the market others have to beat.

Indianapolis, Ind. (317) 842-5911
King of Prussia, Pa. (215) 688-3532
Livingston, N.J. (201) 994-0896
Los Angeles, Calif. (213) 383-0436
New York, N.Y. (212) 349-3020

Portland, Or. (503) 226-6525
St. Louis, Mo. (314) 231-5586
San Francisco, Calif. (415) 981-7190
Seattle, Wash. (206) 624-6080
Southfield, Mich. (313) 569-3188

Home Office: 6 Commerce Drive, Cranford, N.J. 07016-(201) 272-2500

0
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sawmills,

woodworking
operations

a problem?
on woodworking operations

including automated sawmills

We're insurance specialists.in the
forest products industry, and

can ·provide· you with property
coverages at possible savings

up to 50% over your present
costs. We can also provide you
with contractor's equipment

coverage and general liability
(including products) insurance.

0¥
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Ohio comp excludes
stress-related illness

COLUMBUS-Ohio's workers
compensation laws do not cover
disabilities brought on by emo-
tional stress, the Ohio supreme
court has ruled.

The court denied the workers

compensation claim ofAlicya Szy-
manski, a Halle Brothers Co.
stores sales clerk in Cleveland. The
opinion reversed the state court of
appeals decision that the claim
should be granted.

Ms. Szymanski was off from
work three months in 1976 after
she said a coworker spoke harshly
to her, humiliating her in front of
coworkers and customers. Her
lawyer said that as a direct result of
the abuse, she continues to suffer
mental and physical distress.

She was described as having a
heart condition, and as a result of
verbal abuse, "suffered changing
myocardial process consistent of
an ischemia (a lack of blood in or-
gans or tissue.)"

But justice Robert E. Holmes,
in the mgjority opinion. said dis-
abilities brought on by emotional
stress without "physical injury or
physical trauma are not compen-
sable injuries."

Rate increase

ANNAPOLIS Maryland em-
ployers will pay an estimated $60
million more in workers compen-
sation premiums if the National
Council on Compensation Insur-
ance is granted a 27.9% rate in-

Does your workers'
compensation program
have the same problem?
Business funds lost administration,supervi-
through the holes in a sion of all claims, re-

workers: compensation f J sponsive and accurate
program are sig- -1mi}i'., - claim payment,
nificant. , m.w i 1711#m'll employee safety
Gates, McDonald -, ».....4,1.'t::mill

education,
has been ad- and informa-

ministering -2 /7 ./1 .'I five manage-
cost effi- //>'- .*¥. ..M ment report-

(

cient* state p ing. So don't
fund and self- --f < 1- r B- r - wait, contact
insured workers' Gates„McDonald or
compensation programs your insurance broker for
since1929. Our services - more information.
provide comprehensive *Ohio, West Virginia, Washington, Nevada only,

1*5\El Gdia MOONAW
CORPORATE ONE NATIONWIDE PLAZA

OFFICE RO. BOX 1944
COLUMBUS. OHIO 43216
614/227-7211

around the states
The average increases requested

are.31.2% for manufacturing
classes, 21% for contracting classes
and 31% for all other classes. The
increase would be effective Oct. 1

for all new and renewal policies.
The cost of benefits paid to

Maryland workers from 1977 to
1979 has exceeded the premiums
allotted by more than $109 million,
the NCCI said. A rate increase ef-
fective in April this year was based
on statutory expansion of benefit
levels, not inflation, the NCCI
added.

Meanwhile, state insurance com-
missioner Edward J. Birrane said

he believes Gov. Harry Hughes
should appoint a study group to in-
vestigate the work of the state
workers compensation commis-
sion, with an eye to determining
how the system could be made less
wasteful.

Search warrants
SANTA ANA-California offi-

cials must obtain a search warrant

before inspecting workplaces un-
less employers voluntarily agree to
inspections, Orange County Supe-
rior Court Judge Edward J. Wallin
has ruled. The decision applies
statewide.

Inspectors for the state indus-
trial welfare commission act like

police and therefore must obtain
search warrants, he said. The com-
mission sets and enforces rules
prescribing minimum standards
for wages and working conditions
for abo ut six million workers.

Judge Wallin said in his written
opinion that the California Restau-
rant Assn. was' challenging provi-
sions of state law that grant com-
mission authorities free access to
businesses and to their records.

He noted that the commission

had virtually conceded that the
challenged provisions are uncon-
stitutional because the commis-
sion admits it does not rely on the
statutes in seeking prosecution
when inspection is denied.

Public hearing
HARRISBURG-A public hear-

ing has been set for Sept. 8 on an
average 5.396 rate.increase for
workers compensation in Pennsyl-
vania.

The Pennsylvania compensa-
tion rating bureau is seeking a to-
tal increase of $59.8 million from
200,000 policyholders statewide.
The average rate changes sought
are: a 14.6% increase for manufac-
turing and utilities; a 0.6% increase
for contracting and quarrying; a
3.7% decrease for Commonwealth,
and a 0.4% decrease for other in-
dustries.

The hearing on the rate request
is at 10 a.m. in the insurance de-

partment hearing room, 13th floor,
Strawberry Square, Harrisburg.

E/S agency fined
LANSING-An excess /surplus

lines agency has been fined $500
for failure to promptly pay pre-
mium taxes on more than $9 mil-
lion in policies written in Michi-
gan.

McAlear Associates Inc. of
Grand Rapids also must pay the
state $176,000, the premium tax
due on the policies it placed with
companies unlicensed in Michigan
during a five-month period ending
May 19, 1980, as well as $4,610 in
penalty interest.

The agency also was cited for
failure to conduct a "diligent
search" for an available licensed
insurer before placing risks with
an unlicensed firm, said acting in-
surance commissioner E.C.
Mackey.

Self-insured pools
HARRISBURG-Pennsylvania

public and private employers
would be able to set up self-insur-
ance pools for workers compensa-
tion coverage under a bill (H. 2489)
introduced by Rep. Roy W. Wilt.

Members of a self-insurance
pool would be required to have a
combined annual payroll of at
least $500,000. Each pool would
pay an initial $1,000 permit fee to
the state, with a $100 annual re-
newal fee.

Public entities would be re-
quired to posta bond withthe state
labor and industry department
equal to the annual premium of
each participant, up to $2 million,

The department would set up a
guaranty fund for the pools, with
each fund contributing 1% ofits as-
sessments annually, until the fund
reaches 5% of the loss reserves of
all pools.

Product liability
AUSTIN-ZAttorneys for Air

Shields Inc. have petitioned the
Texas supreme court for rehearing
of a high court judgment that up-
held a $1.1 million product liability
verdict against the firm.

The court refused to overturn a

lower court decision against Air
Shields Inc., a Hatboro, Pa., incu-
bator manufacturing firm.

The company had been sued in
1974 by the parents of Russell Se-
pars, 10, of Houston, who was
blinded shortly after birth by ex-
cessive oxygen in his incubator.

The suit contended Air Shields
knew that such high concentra-
tions of oxygen could cause an eye
disorder but failed to notify pur-
chasers of the possibility.

Air Shields, a division of Narco
Scientific Industries, is covered
for the loss under a $1 million com-
prehensive general liability policy
with the Pennsylvania Manufac-
turers Assn. Insurance Co, of Phil-
adelphia.

The company also has $9 million
in excess coverage with Lloyd's of
London.

Special panel
HARRISBURG-The Pennsyl-

vania workers compensation fund
is being investigated by a special
committee appointed by Gov.
Dick Thornburgh.

The committee, which includes
employers, educators and legisla-
tors, will investigate the fund's ac-
tuarial soundness, management
practices and investment policy.

A report is due to the governor
by June 1, 1981.

"It's generally known that the
fund is insufficient to paycurrent
claims," said Rep. Russell Kowaly-
shyn, minority chairman of the
house insurance committee and a
panel member.

Pennsylvania industries are hav-
ing trouble surviving because of
the intolerably high rates being set
by the state rating bureau, Rep.
Kowalyshyn said. He hopes to -
have the rating bureau's proce-
dures also reviewed by the com-
mittee. •
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Continued from page 8
out careful consideration of. the

many factors affecting the long-
range stability of a total insurance

program for a transit property the
size of MARTA.

• During the recent tight insur-
ance market, MARTA was forced

to seek placement of both its
operating and capital insurance
coverage in the London insurance
market due to the withdrawal of

domestic carriers. Since MARTA

would have been the first rail prop-
erty to come into the API'A Insur-
ance Trust, we felt that the risks of
jeopardizing our current stable
program required further study.

• We support the AFrA insur-
ance trust fund concept and recog-
nize the need for such a program in
the transit industry. Marsh &
McLennan has received a written

invitation to submit a quotation on
our program prior to its renewal on
June 30, 1981.

Alan F. Kiepper
General manager

MARTA

Atlanta, Ga.

• The above financial analysis
doesn't address issues included in

BI's estimate of the possible
$130,000 savings under the M& M
plan compared with the current
broker's quote. One is cash-flow
advantages under the M&M plan,
which MARTA estimates at

$13,000 using an 8% yield, and Bl's
sources estimated it higher. An-
other is that the current broker's

quote didn't include any commis-
sion or fee and M&M's bid in-

cluded a $50,000 fee. BI estimated a

$50,000 fee would have to be added
to the consortium bid. But
1VIARTA director of risk manage-

ment James Scott explains that
the consortium is under contract

for $125,000 to place the insurance
on MARTA's construction project
and was bidding on the operating
insurance at no additional cost. If

M&M had been awarded the

operating insurance, the

consortium's fee could not have

been reduced, he says. Finally,
M&M's bid would have held insur-

ance costs stable despite fare
hikes, but MARTA's current insur-
ers also later agreed to that feature.

For the record
To the editor: In the article

"Washington, M&M planning
again" (BI, July 21), it would ap-
pear that American Home Assur-
ance Co. is the sole underwriter on
the state's fleet. We would like the
record set straight that the state of
Washington marine insurance pro-
gram is supported by others in the
underwriting community.

American Marine Underwriters

Inc. participates for a sizable per-
centage on the 27-vessel Washing-
ton state fleet. The policy we share
with other underwriters is a
"Marsh & MeLennan Inc. sub-

scription policy."
David P. Novak

VP
AMU Inc. Marine Managers

San Francisco, Calif.

Less than best

To the editor: I am compelled to
challenge several conclusions in
John Maes' story on the alleged ad-
vantages of defined benefit retire-
ment plans ("Defined benefit of-
fers security," BI. Aug. 11).

I reject the opening statement
that ". . .experts say the defined
benefit plan is the best deal for an
employe's retirement income."

Unless and until their benefits
are indexed to some measure o f in-

nation, defined benefit plans will
be less than "the best deal." Sure,
the employe knows exactly what
his pension will be at age 65; prop-
erly funded pensions are secure.

profit-sharing program is the kind

of retirement plan that. makes
sense.

R.W. Stommel

There are very good odds, though, Manager-compensation
that the retiree will receive exactly and employe benefits
the same benefit at age 75 as he did SAFECO Corp.

at age 65. What has·happened to his Seattle, Wash.

security?
In a profitable company, the ad- Sprinkler systems

vantages.of a defined contribu-

tions plan are overwhelming. To the editor: In "Water weapon

Contributions are geared by de- returns again" (BI, Aug. 11),
sign to the employer's ability to Leonard I. Krauss is quoted as rec-

make them. (No profits, no fund- ommending "dry-pipe sprinkler
ing. In a good year, the plan cleans systems" for use in computer
up.) The employe enjoysthe rooms.

geometric growth.of compounded A dry-pipe sprinkler system
gains. After retirement, install- would offer no advantage over an
ment payments continue to grow. ordinary wet-pipe sprinkler sys-
Retirees are afforded at least some tem as far as water damage is con-
degree of inflation protection. The cerned and would provide a lower
plans are always fully funded. level o f protection due to its slower

If. the employer isn't profitable, reaction time.

forget it. You might ask whether it The system described in the arti-
can afford any retirement plan. cle is a deluge system with closed
But for a company that produces heads which is often referred to as

regular profits, e.g. SAFECO, a pre-action system, since the valve

must be actuated by a detection
system and the sprinkler head
links must be fused before water

will actually be discharged.
We are pleased to see that sprin-.

klers are being given proper recog-
nition as protection for EDP oper-
ations. Well-designed systems
have proven themselves as safe,
cost-effective protection.

Peter K. Schontag

Assistant vp
The FPE Group

San Francisco, Calif.

Nordstrom defense

To the editor: As an employe of
Nordstrom, I was disturbed by
portions of the article regarding
our agency ("Nordstrom falls from
top 20," BI, July 28).

There are statements inthis arti-

cle about. our agency similar to
ones that could be made about any
and all of the top brokerages if the
same concentrated effort were

given them and using the same

What is
worldwide
coverage?
It's Professional Liability Coverage
that has the ability to protect your
Architect and Engineer clients any-
where in the world their practice
takes thern.

And best of all, for qualified in-
sureds, it's a standard feature of our
basic policy-NO EXTRA
CHARGE!

Sound like agood deal? It is.
And it's available with the CNA

Architects' and Engineers' Profes-
sional Liability Insurance Program.

Call us for details.

VeorO

Sdiinnerer
LCornpary Inc.

Program Administrators & Underwriting Managers

The first is still the best

5028 Wisconsin Ave., N.W.
Washington, D.C. 20016
(202) 686-2850

55 E. Jackson Boulevard
Chicago, Illinois 60604
(312) 939-1202
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40 Wall Street

NewYork, NY 10005
(212) 3444000

595 Market Street

San Francisco, California 94105
(415) 495-3444

types of sources. They would also
contain the same degree of accu-
racy.

The article considered com-

ments made by individuals who
are not withour organization. I am.

particularly puzzled that an ear
might have been lent to some
members of an association of past
Nordstrom employes who now
participate frequently in the viola-
tion of contracts.

It would appear that it is these
same sources who have made.

statements implying possible un-
ethical behavior on our part: As an
employe handling very large ac-
counts in our agency, I can state

positively that I have never en-
countered anything of the kind. I.
might add that such practices and
ideas could explain why these for-
mer associates are presently ab-
sent from our organization. In-

deed, sour grapes.
Tamara Larson

Nordstrom Agency Inc.
San Mateo, Calif.
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Navajos sue over uranium spill
B¥ ELLIS SIMON

WINDOW ROCK, Ariz.-When
United Nuclear Corp. appears in
court here, the trial will be doubly
significant:

• It will be the ftst major *st of
a nonsudden polluzion liability in-
su ranee policy in the U.S.

• For thefirsttine, a majcr U.S.
corporation will be sued before a
N:vgjo tribal Ccurt.

A total of 123 Navajo families
filed suits Aug. 13 against United
Nuclear for recovery of property
damages caused by a July 1979
uranium waste pond spill.

The incident released 95 million

gallons of radbactive water and
1,ZOO tons of radioactive sand into
New Mexico's Rio Puerco Valley.
Damages sought by the residents

total $12.5 million.
Each Suit asks $25,000 in com-

pensatory damages and $75,000 in
punitive damages, said Stephen
Harvey of Window Rock, the In-
dians' attorney. Additional suits to
be filed by Navajo families could
bring the number of actions
against United Nuclear to 300, he
adds.

United Nuclear is insured
against pollution liability and
clean-up costs under a policy writ-
ten by Cranford Insurance Co., a
subsidiary of Howden Swann of
Cranford, N.J. The policy covers
both sudden and nonsudden pol-
lution occurrences. It is :he first

such policy in the United States
subject to a third-party damage
claim, says Ken Goldstein, vp of

'UNDERWRITERS SPECIALIZING

IN

FACUL-ATIVE REINSURANCE"

©ar
Allen cv
Ae insurance

Agency, Ync
Slite 1200, State Bank Cenrer

Freeport Ill. 61032 · 815 235-1047

Telex 257-476 · Cable DAR ALLEN FRPT

Howden Swann Group
Mr. Goldstein would not dis-

close United Nuclear's limits oflia-

bility, but other sources say the
firm is adequately c overed. Max-
imum coverage available through
Wohlreich & Anderson is $10 mil-
lion per occurrence and $20 mil-
lion aggregate.

The program is underwritten by
a syndicate composed of "most
major European re.nsurers," but
Mr. Goldstein would no t identity
them. Industry sources say the
Clarcson Group of London is the
principal underwriter, with heavy
participation on U.S. risks by the
SCCR group if France.

The nonsudden pollution insur-
ance coverage, called environmen-
tal impairmer.t legal liability insur-
ance, 2ould become mandatory for

all manufacturers that produce
hazardous wastes and waste dump
operators if regulations proposed
by the Environmental Protection
Agency are adopted.

Clean-up of the United Nuclear
spill was recently completed, said
insurance adjuster Harold J.
Smith, who represents Howden
Swann. However, a final tally of
costs must be completed before a
settlement is reached between the

insurer and United Nuclear, he
says. That is expected to take sev-
eral weeks.

The Navajos who filed suits
charge the spill turned their land
in the Rio Puerco Valley into a
"wasteland," Mr. Harvey said.
"Just about everyone suffered loss
of use of the river for livestock and

drinking and loss o f use ofthe land
for grazing."

The Navjos were forced to buy
feed and hay for their livestock
and haul water into the area from

long distances, he said. Hundreds
of animals, mostly sheep and
goats, died from drinking con-
taminated water, he added.

People in the valley who de-
pended on livestock sales for their
livelihood could not get buyers
because of the spill, Mr. Harvey
said.

Suits were filed in tribal courts

in Window Rock and Crownpoint,
N.M. No mjor corporations have
ever been sued before in Navajo
tribal courts, Mr. Harvey said.

The courts follow state tort law,
but have Navajo judges and
juries. .

Environmental consultant
assesses toxic waste risk

By ELLIS SIMON

WASHINGTON A potential ir-
surer of a hazardous waste site

wants to knew if it will be sitting
on a time bomb. Clement Associ-

ates vf Washington, D.C., listens
for telltale ticking.

The environmental protection
consulting firm has developed a
checkpoint system to assess the
chances of a toxiD waste dump
causing environmental damage or
threatening the health of a com-
munity.

I.s system, developed after a
year of research, will be used in
site inspect.ons for underwriter
Shand Morahan of Evanston, Ill. [t
is cne oftwo firms writing nonsud-
den pollution liatility insurance
and requires the inspection before
it underwrites coverage.

Clement Associates' risk assess-

men: technique covers four areas:
inherent hazards of the wastes, ge-
og. aphy of the site, management
practice and the exposed popula-
tion, says Michael J. M.irphy, spe-
cial assistant to the firm's presi-
dent

The contents of a waste site are

analyzed to determine whether
they are cancer-producing, capa-
ble o f causing birth defects, explo-
sive, corrosive or otherwise harm-
ful to human health or the environ-

ment.

Clements looks at the proximity
of the site to ground water and rec-
reational and drinking water
sources. It studies the effective-
ness o f site liners and leachate col-

lection systems.
The ability o fa site to contain the

materials deposited there is a sig-
nificant underwriting factor, Mr.
Murphy says.

Review of management prac-
tices includes questions on how
authority is delegated, the quality
ofsite security, emergency contin-
gency programs and checking of
chemical contents o f wastes.

Studies of the exposed popula-
tion not only consider human life
and the site's proximity to schools
and homes, but also how close it is
to fish and wildlife. Special consid-
eration is given to endangered spe-
cies.

Besides inspections for Shand
Morahan, Clement Associates

works with self-insurers and other
firms that want to review the waste

sites they use.
Quality o f the waste sites is criti-

cal to firms producing hazardous
wastes because in 80%ofthe pollu-
tion cases the manufacturer is held

liable for environmental damage
along with the waste site opera-
tors, Mr. Murphy says.

"If people feel they have a prob-
lem (at a waste site), we'd go in and
identify the hazards and recom-
mend improvements," he said.

Industry is showing great con-
cern in this area, he adds.

Even more companies will get
involved after November, when
the EPA's new, stricter regulations
for handling of hazardous wastes
take effect.

Any industry generating haz-
ardous wastes-plastics, textiles,
petroleum, primary metals, elee-
troplating-will be affected by the
new rules.

As risk assessment becomes

more refined, people will become
more aware o fthe hazards at waste
sites and their potential liability,
Mr. Murphy adds. •

Exxon checks quality
of sites, contractors

HOUSTON-Exxon Chemical
Co. reduces the risk of hazardous
waste by reducing the amount of
waste it produces.

But when hazardous waste must

be shipped from the firm's 11
manufacturing plants in New Jer-
sey, Louisiana and Texas, Exxon
Chemical knows all about the site
operator, says Jack P. Thorn, en-
vironmental affairs manager.

Exxon Chemical, a division of
Exxon Corp., produces about
98,840 tons of waste a year from its
ethylene, polypropelene and syn-
thetic rubber products. Environ-
mental and health hazards primar-
ily result from chlorinated and
other halogenated chemicals that
are not produced by Exxon
Chemical, Mr. Thorn says.

But controlling the dumping of
its waste is still a concern.

Exxon Chemical tries to reduce
waste through recovery and reey-
cling of waste products. But the ef-
fectiveness of this approach is lim-
ited, Mr. Thorn says.

"BeYond that, when we're get-
ting into landfill, we have to know
w hat we're doing and know that
the sites we use are good sites that
retain materials," he said.

"Where material isn't retained,

we must recover it and treat it so

any leaving the site is safe.
Exxon Chemical maintains

some landfill sites, but most of its
waste is removed by contractors.
Before selecting one, Exxon
Chemical inspects its operations,
focusing on its management prac-
tices.

The contractor also must have
appropriate state permits.

The loss-control process con-
tinues with Exxon Chemical moni-
toring contractors' operations to
make sure a satisfactory level of
safety is maintained.

But Mr. Thorn says compliance
with current government regula-
tions on hazardous waste is diffi-
cult The Environmental Protec-
tion Agency is issuing regulations '
under one law, while the Depart-
ment of Transportation sets regu-
lations under another, he says.
Sometimes they are in conflict, he
adds.

The regulatory agencies need a
better understanding of societal
needs, Mr. Thorn says.

"Life isn't risk- free. If you regu-
late to zero risk-and that's about
what the agencies call for-that's
not what society should require."•



Waste liability creates
new coverage demand
Continued from page i

sponded quickly to the new liabil-
ity controversy. Industry experts
say the capacity needed to meet
EPA requirements for nonsudden
pollution coverage should be
available by the end of the year.

But the larger question of ex-
actly how much all these factors
are going to cost the manufac-
turing industry, and who is going
to be able to pay for them, has not
been answered.

"Many companies were not pre-
pared for this," said Gerard Cur-
tis, vp of Alexander & Alexan-
der.

"They saw things happening
here and there, but many did not
tie all this together and realize
there is a movement going on that
is going to greatly affect them.
They are just now beginning to
realize this."

''I think you can say we are all
watching what happens at Love
Canal with great interest," said
Thomas Caldwell, vp o f insurance
for American Cyanamid.

"I think what happens to Hooker
will eventually affect us all, but to
what degree I don't know if any-
one can say."

Love Canal was used as a dis-
posal site for chemical wastes dur-
ing the 19405 by Hooker Chemical
& Plastics Corp., now a division of
Occidental Petroleum Corp. In
1953, the city bought the dump site
and built a school on it.

In 1976, investigators detected
dangerous chemicals seeping into
houses built in the area. They
blamed those chemicals for the
mysterious illnesses, early deaths
and high number of miscarriages
reported in the small town.

$30 million cost

The government since has spent
more than $30 million to clean up
the area, to evacuate residents
from what is now a ghost town and
to try to control the problem.

Lawsuits filed against Hooker
by Love Canal residents have hit
$3 billion and the federal govern-
ment wants $125 million.

The courts haven't determined
whether the private lawsuits will
be covered by insurance, but EPA
and Justice Department claims
will be considered fines that are
not insurable.

Love Canal has made it almost a
certainty that within two months
the EPA will order manufacturers
and handlers of hazardous wastes
to purchase nonsudden pollution
coverage. (Sudden, accidental pol-
lution has long been covered un-
der general liability policies.)

Up to now, only a limited
amount of nonsudden coverage
has been available in foreign mar-
kets through a program put to-
gether by Cranford Insurance Co.,
a subsidiary of Howden Swann
Group of Cranford, N.J. The pro-
gram is often identified as the
Wohlreich & Anderson plan.

But in recent months a number
of domestic insurers have devel-

oped their own policies or have an-
nounced that they will.

Mr. Curtis of A&A sees"no prob-
lem" finding the capacity to meet
EPA requirements o f $2 million to
$10 million of coverage.

Wohlreich & Anderson now pro-
vides $10 million to $20 million in
nonsudden coverage per policy-
holder. Shand Morahan of Evan-

ston, Ill., a subsidiary of A&A,
started writing policies up to $20
million. These capacity figures are
expected to grow.

American International Group is
expected to announce its new pol-

icy by September. Other insurers
considering a jump into the mar-
ket include INA, Commercial
Union, St. Paul Cos., The Travelers
and the Kemper Group, Other in-
surance companies are reportedly
wjlling to reinsure part of the cov-
erage.

Most observers think chemical
companies will actually need
much more coverage than the EPA
will require.

About 60% of the hazardous
waste produced in the nation
comes from the chemical industry,
with the rest from metals, paper,
machinery and other industries.

"Our large clients are interested
in how much might be available at
the maximum, not just because of
the EPA, but because of what is
happening in the courts," said
A&A's Mr. Curtis. "They are look-
ing at what potentially are hun-
dreds of millions of dollars in judg-
ments.

Primary coverage

"I think we will be able to find at

least $200 million (per company)
available through Wohlreich & An-
derson, Shand Morahan and AIG,"
Mr. Curtis said.

"There probably will be $20 mil-
lion to $50 million in primary cov-
erage, with the rest covered under
an umbrella policy."

Mr. Curtis would not predict
what deductibles or premiums
might be required of buyers, but
other sources say premiums for
coverage now available range from
$5,000 to $15,000. Deductibles start
around $2,500. Those figures
would increase as limits go up.

Mr. Curtis estimates a policy
with limits of $10 million to $20
million probably would cost 40%
more than coverage of$5 million to
$10 million. The "marginal cost of
additional coverage will begin to
plateau between the $20 million
and $25 million level o f coverage,"
he said.

Higher limits of about $50 mil
Continued on next page
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Within the next

two months, the
EPA is likely to
order manu-

facturers and

handlers of haz-

ardous wastes to

purchase non-
sudden pollution
insurance poli-
cies.

As your total reinsurance
resource, RFC has proven
its ability to do more than
bring people together.
Through offices nationwide
we extend your access to
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Waste policies sought
Continued from previous page
lion probably will be available to
an estimated 30,000 larger compa-
nies, Mr. Curtis said. Only Fortune
500 companies would be in-
terested in limits of up to $200 mil-
lion, he said.

But even that capacity would be
obtainable by next year, he added.

"Insurers are warming up to it, at
least for now," he said.

The nonsudden pollution poli-
cies are expected to cover all legal
liability for environmental impair-
ment resulting from the disposal
of hazardous· wastes, including
cleanup costs. Fines that may be
levied by the EPA or other govern-
ment agencies are not insurable
and must be paid out-of-pocket by
the fined firm.

Most chemical companies are
ex ploring the insurance market as
they wait for the new EPA regula-
tions expected in mid-October.

American Cyanamid's Mr.
Caldwell said he has authorized

his broker to put together a pro-
posalfor an insurance package,
leaving the company the option to

continue self-insuring against the
pollution hazard.

Dow Chemical has made tenta-
tive contact with the insurance in-

dustry and is skeptical that the
coverage i might want is availa-
ble, says insurance manager W.C.
Zacharias.

"We are taking a wait-and-see at-
titude," M.. Zacharias said. "The
last time e checked the markets,
which was no more than a couple
of months Ego, we found very little
coveragea:ailable and the breadth
of insurers willing to wri:e it even
smaller."

Current pollution

Besides 1coking ahead, the
chemical industry also will have to
deal with current pollution.

The federal government esti-
mates there are 1,200 abandoned

hazardous chemical dumps in the
country. I: wants the chemical in-

dustry to pay for cleaning them.
The cost will be more than mini-

mal. A bill now being considered
by the Hz,use Ways and Means
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Committee calls for a superfund o f
$1.2 billion. Seventy-five percent
of the cost would be levied against
users of crude oil and she pro·
ducers of petrochemical feed-
stocks and inorganic chemicals.

The chemical industry has been
objecting since the first proposals
came But of the House. Chemical
Manufacturers' Assn. President

Robert Roland disputes the num-
ber of sites the government has
pinpointed. He argues that the
most any fund should include
would be :$300 million to $400 mil-
lion and says the government
should pick up that tab as a solu-
tion to a "societal" problem.

Insurance companies also are
worried about the bill. Many ac-
knowledge they have no idea what
their ultimate involvement in the
cleanup will be.

If legislation requires chemical
companies to clean up dumps de-
cades old, the insurers might sud-
denly be forced to honor liability
policies written years ago and no
longer in effect, they say.

A spokesman for AIG testified
before the House that the bill
needs to be amended if the insur-

ance industry is to be counted for
part of the costs.

EPA regulations

Chemical companies and other
manufacturers of hazardous
wastes also are worried about new-

EPA regulations governing haz-
ardous waste handling. The EPA
estimates 90% of the hazardous

wastes now being dumped will nos
meet the new regulations that go
into effect in November.

Chemical companies, which
have not yet estimated the cost of

new regulations, dispute the
EPA's contention that only 10% of

hazardous wastes are dumped
safely.

But the EPA counters that the
new rules governing the 700,000
businesses that either produce or
handle hazardous wastes will

'turn up information and situa-
tions that will shdck the nation."
The program could cost industrv
$1 billion a year, the federal agency
says.

"The agency (EPA) has a clear
and primary responsibility to seek
out and identify those waste man-
agement facilities that represent a
threat to the health and property of
the public, and, once having iden-
tified such hazardous conditions,
to act with all deliberate speed to
correct or eliminate such perils, '
said A&A's Mr. Curtis. •
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Blues launch testing
for high blood pressure

Blue Cross/Blue Shield is launching a work site testing, referral
and monitoring program for hypertension.

Employes will be tested at work, referred to their own physicians
for necessary treatment and then monitored at work.

The cost to the employer will vary.
If an employer has an occupational health staff, Blue Cross/Blue

Shield will provide training. However, if the employer does not
have such a staff, the Blues will try to use community resources for
screening. "If we can't do that; the employer has the option to hire
trained individuals," said Joan Miller, project manager in Chicago.

Mary Taylor, administrator of the Blue Cross health education
department in New York, said the average cost per employe is
$2.50 per screening. She suggests employers take advantage ofany
nearby nursing schools and hire advanced students part time to
conduct the testing.

Under the New York version o f the plan, all employers receive
free counseling, training and forms to conduct the on-the-job
monitoring. But Blue Cross/Blue Shield will not provide the train-
ing unless it is followed precisely.

The screening program is based on one introduced in Michigan
by John Erfurt and Andrea Foote. Candidates with blood pressure
of 160/95 or greater were referred to their physicians for treatment.

Creators ofthe NeW York program studied the Erfurt-Foote plan
and added treatment of individuals with blood pressures between
140/90 and 160/95. They based this on a study by the National
Institute of Health indicating above-average mortality rates for
"borderline" patients. Normal blood pressure ranges from 110-140/
60-90.

Interest in the Blues plan is growing. In Connecticut, five of the
first 16 groups contacted agreed to implement the program. In
Michigan, five out of 24 have signed up.

Additional programs are being implemented at a rate of two per
month.

An estimated 17 million working Americans have hypertension,
the mgjor contributing factor in 250,000 deaths and 1.5 million
heart attacks and strokes annually.

Experts have estimated high blood pressure and cardiovascular
disease cost the nation more than $20 billion a year in lost wages
and reduced productivity. About 52 million work days are lost
annually because of hypertension-related diseases.

Although hypertension control programs are not new, the Blue
Cross/Blue Shield program is the first effort by a private health
insurance organization to encourage national implementation,
said Walter J. McNerney, president.

-

Towns need controls
to woo underwriters

By MARY ANN MATLOCK

NEW YORK-Municipalitie*
courting underwriters to insure li-
ability risk should show some
strong risk management and
safety muscle to hold back claims.

That's the conclusion of 853 gov-
ernment entities and 83 insurers

surveyed by the All-Industry Re-
search Advisory Council's com-
mercial lines committee.

Most of the municipalities and in-
surers, 84% and 89%, respectively
agree improving risk management
is the key to reducing incitents that
can lead to liability claims. About
70% ofthe municipalities and 81% of
the insurers said safety programs
were the most constructive way to
stop potential claims.

Legislation that caps damages
awarded by lawsuits is favored by
74% of municipalities and 51% of
insurers and laws limiting the
right to sue a government entity
are backed by 62% of municipali-
ties and 57% of underwriters, the
survey found.

Insurers also acknowledged
that effective risk management
and loss-control plans were key
factors in underwriting municipal
risks. The insurers surveyed also
reported that competent munici-
pal management, small popula-
tion, few large hazards and good
loss experience helped shape a fa-
vorable decision.

The underwriters said they are
irritated by an unfavorable claims
climate, poor legal environment,
annual bidding requirements,
weak municipal management and
poor or lacking risk management.

The most hazardous municipal
exposures are amusement parks,
fireworks diplays, police depart-

ments, dams and gas utility com-
panies.

Rated as least hazardous by sur-
vey respondents are mausoleums,
libraries, museums, cemeteries
and court houses.

Of those exposures, municipali-
ties said the most frequently in-
sured are: fireworks displays,

87.9%; administrative buildings,
86%; parks and playgrounds,
85.1%; cemetaries, 84.3%; sewage

and disposal plants, 84.2%, and
electric light facilities, skating

rinks and water departments, 84%.
Most typically self-insured risks

are architectural departments,
35.4%; hospitals, 31.4%; exhibits,
30.7%; exhibition halls, 28.1% and
marinas and piers, 27.6%

The municipalities also reported
they are most likely to be denied
coverage for drug and other
clinics, police departments, penal
institutions and dams.

Insurers admitted underwriting
standards have gotten more de-
manding. Of those surveyed, 38%
said underwriting selectivity in-
creased significantly and 40% said
it increased somewhat from 1974-
78.

N.Y. University
offers classes

NEW YORK-Evening courses
in general insurance, claims ad-
justing, underwriting, risk man-
agement and loss control will be
offered this fall by New York
University's new Insurance and
Risk Management Institute.

For more information, write or
call the Insurance and Risk Man-

agement Institute, NYU, School of
Continuing Education, 327
Shimkin Hall, New York, N.Y. •



Hospitals prepare
group property plan

OSPITALContinued from page 3
try, Mr. Groves said, but also
will provide a benchmark of /<=61/4%
coverage against which hospi- » /J .- \ J
tals can compare and evaluate F1.1//b-h.\0
their own property insurance U 1* \0
policies. /(AM, >The benchmark will tell hos-

pitals what they should insure
and how much insurance they
should have.

It's not unusual for some hos-

pitals to carry $100 million to ks:=199%
$200 million in property limits.
mostly covering expensive, so-
phisticated medical equipment. But the limits vary because some
hospitals have much older buildings than others, he said.

Uniformity in hospital coverage is needed because property poli-
cies covering hospitals lack consistency in both terms and rates,
Mr. Groves said.

One problem faced by the association in putting together the
program has been convincing underwriters to use the HPR rating
system of 3 cents per $100 of valuation for all hospitals. Currently,
90% ofall hospitals qualify for the rate but not all ofthem get it, Mr.
Groves said.

"There's been an initial reluctance for underwriters to do it, but if

they look at the loss experience, they'll see there hasn't been a
mglor hospital fire in the last 15 years," he said.

A set of statistics can be developed after about a year to use in
appropriately rating all hospitals, he said.

Mr. Groves pointed out that although the program will provide a
minimum comparison for hospital coverages, individual institu-
tions may wish to add higher limits and customize their policies to
fit individual needs.

Eventually the hospital association property program could be
placed with one of the 43 captives formed by groups of hospitals
around the country to write malpractice, workers compensation
and directors and officers liability insurance, or the AHA's own
captive that reinsures them, Mr. Groves said.

However, administrators will have to restrictthe amount of prop-
erty risk placed with the captives. They do not want a program that

, eats up valuable capacity for the tough malpractice risk, he said.
.
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Chamber firms offered
discounts on benefits

By MARGARET LeROUX

Small businesses can capitalize
on their Chamber of Commerce

memberships to save money on
group benefit plans.

William M. Mercer Inc. adminis-

ters a program offering chamber
members a selection of employe
benefits at prices comparable to
those paid by large employers. The

plan has helped participating
chambers attract members that

want a shot at benefit savings.
California small businesses are

Mercer's newest target for the 12-
year-old program offered in Illi-
nois and six cities.

In Milwaukee, the oldest of
Mercer's chamber programs, 50%
of the city's 2,300 chamber mem-
bers belong to the pool. Each
member averages seven or eight

employes, said Victor Berger,
manager of the Mercer office in
Milwaukee.

"The smaller employers in the
Milwaukee area compete very
strongly for employes," said Rich-
ard Vaughan, another Mercer ex-
ecutive. "Benefits are an impor-
tant part of the compensation
package"

The Milwaukee program in-
cludes life and disability benefits
insured by Assn. Life Insurance
Co., one of the HARCO compa-
nies; medical and dental benefits
insured by Blue Cross/Blue Shield
United of Wisconsin, and an acci-
dental death benefit and long-term
disability benefit insured by Reli-
ance Insurance Co.

"For most of the members in our

program, what they save on group
insurance more than pays for their
dues," said Bill Poglitsch, Milwau-
kee chamber vp-membership.

The program offers discounts on
premiums for preferred risks and
employe groups of 10 or more.

A 15% rate decrease is offered in

the Blue Cross/Blue Shield benefit

package for employers with 10 or
more employes, Mr. Poglitsch
said. Greater savings are available
for businesses with 25 or more em-

ployes.
A standard risk such as a con-

tractor, restaurant or barber shop
with nine or fewer employes
would pay an annual premium of

$161 per employe for the Blue
Cross/Blue Shield insured benefits

in the Milwaukee chamber pro-

gram. Standard risks with 10 or
more employes pay $131.

Preferred risks such as retailers,
banks and business services with

nine or fewer employes pay an an-
nual premium of $138 for the Blue
Cross/Blue Shield coverage while
those with 10 or more employes
pay $113.

The Illinois program, which has
been operating since 1977, covers
200 employers representing 4,200
employes with an annual premium
estimated at $4 million.

Marketed to employer groups
averaging 25 or fewer employes,
the program offers cost and pric-
ing stability not found in other
group plans available to smaller
employers, says Pat Brown, ac-
count executive for the Illinois

Chamber of Commerce plan.
"We haven't had a single rate in-

crease since the program started,"
Mr. Brown said.

The Illinois program includes
medical and disability benefits in-
sured by Blue Cross/Blue Shield of
Chicago, life and disability bene-
fits insured by Guaranty Mutual
Insurance Co. of Omaha and a den-

tal benefit also insured by the Chi-
cago Blues.

"The key element to our success

is flexibility," Mr. Brown said. "It's
unlikely that the small employer
would be offered a choice of bene-

fits by other insurers."
The program "is measurably

cost effective and gives us a device
for attracting and retaining. r-ew
members," said Dick Apland at
the Illinois chamber.

Employers in the new California
program pay a minimum 25% of
the employe's cost, "but most em-
ployers indicate they are willing to
pay the entire cost," said James
Stelle, assistant vp at Mercer in
San Francisco.

The California program offers ·a
choice of six benefits: hospital/

medical coverage to a lifetime
limit of $1 million; a $5,000 life in-
surance policy with a $1,500 de-
pendent option; dental coverage to
an annuallimit of$1,000; a range of
accidental death options, and dis-
ability income coverage.

The plans are insured by:
Fireman's Fund American Life In-

surance Co., Guarantee Mutual
Life Insurance Co. and Blue Cross

of Northern California.

"It was the success ofthe Illinois

program that prompted us to con-

sider setting up a similar program
fc, California," said Glenn Scott,
executive director ofthe California

Chamber of Commerce. •
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Captive catalyzes
Republic-broker link

Continued Bom page 2
"Steel companies are fighting a losing battle in terms of profitably

employing their capital," said Joseph Wyman, a leading steel indus-
try analyst for Shearson, Loeb, Rhoades Inc. in New York. The steel
industry hasn't been profitable for 10 to 15 years, he says.

Many of the small companies, probably not including Republic
Steel, may even be looking for ways to transfer all o f their capital out
of steelmaking, Mr. Wyman says.

He does not expect the six leading steelmakers, including Repub-
lie, to increase their participation in the steel industry. Over the past
three years, net profit margins industrywide have averaged only
3.3%.

"Profit-wise, Republic Steel is probably at the lower side ofthe in-
dustry," Mr. Wyman added. In spite ofa smallertax burden last year,
Republic's after-tax profit margin shrunk to 3.0% from 3.2% in 1978.

Details are being hammered
out, says Joseph Cline.

Growers harvest

$100,000 profit
By JERRY GEISEL

HOUSTON-Texas citrus and

vegetable growers are harvesting a
$100,000 profit from their year-old
reciprocal insurance company.

The Citrus & Vegetable Insur-
ance Exchange, owned by mem-
bers of the Texas Citrus & Vegeta-
ble Growers & Shippers Assn.,
now has 80 participating compa-
nies. Forty participants started the
reciprocal last year to cover
workers compensation costs.

During that first year, the ex-
change earned a profit of $103,740

Bermuda captive to imitate CIRCL
Continued jtom page 3

Other companies contributing to
the study are Lavino Shipping Co.
of Philadelphia, Berwind Corp. of
Philadelphia, Tidewater Inc. of
New Orleans and Lifemark Corp.
of Houston.

The new reinsurance company
has the same goals as the original
CIRCL: saving reinsurance pre-
miums, creating a new market,
generating additional capacity,
creating flexibility and providing
captives with outside insurance
risks to expand their underwriting
portfolios from only parent com-
pany risks, Mr. Allen says.

CIRCL now has 14 members and

a 1980 premium volume of $50 mil-
lion.

It had its first loss this summer

on a product liability claim against
3M Co., an original member of
CIRCL. The loss tapped both the
primary and excess programs writ-
ten by CIRCL, but didn't approach
the $5 million excess limit, Mr. Al-
len said.

"It won't have any material ef-
feet on CIRCL's results," Mr. Allen
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Wilton. Connecticut 06897
Phone: (203) 762-9564

told Business Insurance.

Indeed, participants in CIRCL
are almost relieved to pay a loss
since auditors have been question-
ing the company's loss reserves for
incurred but not reported losses
(BI, March 24).

Under the CIRCL plan, the cap-
tives reinsure their risks with the

reinsurance company they have
created. In turn, the participating
captives reinsure the risks of the
new company, underwriting the
risks o f other participants.

This creates a spread and trans-
fer ofrisk that should establish the
captives as bona fide insurance
companies in the eyes ofthe Inter-
nal Revenue Service, tax experts
agree.

The IRS maintains that captives
underwriting only the risks of
their parent companies are reaRy
self-insurance programs and that
premiums paid to them by the par-
ent don't qualify as tax deduc-
tions.

Differences from the original
CIRCL plan in the new company,
according to Mr. Allen, will be:

• A net worth requirement of
$50 million for the parent com-
pany, reduced from the $100 mil-
lion net worth requirement to join
CIRCL.

• A capital contribution require-
ment of $100,000 instead of the
$200,000 required to join CIRCL.

• A primary insurance program
writing limits to $500,000 instead
of $1 million and an excess pro-
gram writing coverage to $2 mil-
lion in the initial years instead o f$5
million.

The new reinsurance company is
expected to have a premium vol-
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The market isn't

competitive for all lines
and the market will turn,'
says Duane Allen.

ume of about $15 million the first
year and a potential premium vol-
ume o f $60 million with 20 partici-
pants.

Participation will be limited to
25 companies, as it is in CIRCL.

Also as in CIRCL, the participat-
ing captives will need a lead rein-
surance underwriter for the excess

program.

The lead sets the premium and
keeps at least 10% of the risk. The
group-owned captive keeps 10% of
the risk and the rest is reinsured
out to the participants.

The participant pays only 75% of
the established market premium
for the excess ihsurance, leaving
25% of the premium to pay com-
missions, taxes and underwriting
expenses of the parent or its cap-
tive.

No lead underwriter is needed

for the primary insurance pro-
gram, which is loss-rated with the
initial premium set by an under-
writing committee of the partici-
pants.

CIRCL was formed partly in re-
sponse to the high cost of buffer
layer insurance when primary in-
surers and excess insurers were re-

stricting their limits and leaving
gaps in coverage. Policies to fill in

Public systems
can be taxing

WASHINGTON-Employers
who think the 6.13% Social Security
payroll tax is too high might look at
payroll taxes in other countries.

In Japan, for example, the pay-
roll tax is 9.1%. In France it's

16.4%; in West Germany, 12.04%,
and in the Netherlands, 23%. The
figures are listed in "Social Secu-
rity Programs Throughout the
World," a publication from the De-
partment of Health and Human
Services.

U.S. workers generally receive
higher retirement benefits
through Social Security than their
overseas counterparts do.

For example, a U.S. worker who
earned an average of $15,000
would receive an annual Social Se-

curity benefit of $5,853 at retire-
ment. In Japan a worker who also
earned $15,000 would receive
$4,801, in West Germany $7,352, in
France $5,721 and in the Nether-
lands $5,274.

But payroll taxes in foreign
countries typically are used to sup-
port other social programs. •

the gaps, where losses could be fre-
quent, were very expensive in the
mid-1970s.

Even though the insurance mar-
ket is highly competitive and ex-
cess insurance comes cheap for
many buyers, the new group rein-
surance captive is inviting, Mr. Al-
len says.

"The market isn't competitive
for all lines and the market will
turn," he said.

Workers compensation and
product liability insurance will be
the major casualty risks written,
he predicts.

Altamid Management Co., a cap-
tive management company owned
by Hanna Mining, manages
CIRCL and probably will manage
the clone, Mr. Allen said.

First-year management fees for
the new company will be about
HO,000, he said.

Risk management consultant
Bill Mortimer, who was consulted
on CIRCL, is advising the study
committee for the new captive. Jo-
seph Baxter, vp of Berwind, is the
chairman. James Cameron of

Baker & McKenzie in New York,
who has worked on the formation

of many captives, is the counsel. •

from underwriting and investment
income. It had a loss ratio of 62%.

Premium flow has jumped to
just over $1 million and is ex-
pected to top $1.5 million from 125
companies by the end of year. Pre-
miums range from $3,000 to
$160,000.

The exchange assumes the first
$25,000 of loss on a per-occurrence
basis. Specific excess insurance
purchased from Fremont Indem-

nity Co. covers any single loss be-
tween $25,000 and $1,025,000.

The growers and shippers asso-
ciation began to consider setting
up an insurance company 24 years
ago because they thought their in-
surers were paying too much to
settle claims.

"They were concerned that the
insurance companies were rolling
over and playing dead whenever
someone filed a work comp
claim," said William Chanslor,
president of Chanslor Manage-
ment Co. of Houston, which or-
ganized the exchange.

The exchange set up an in-house
claims adjustment bureau to es-
tablish tight control over claims.

"We don't pay nuisance claims
just to get rid of them," he said.
"On the other hand, we work fast
to ensure that benefits are paid
quickly when a claim is justified."

After a two-year statutory wait-
ing period, the exchange's profits
are to be returned to members as

dividends. Companies with good
loss records should be able to re-
duce workers compensation costs
10% to 35%

Mr. Chanslor hopes to get the
loss ratio down to the low 50s. To

reach that goal, the exchange has
developed specialized safety pro-
grams for employers and safety
classes for foremen and employes.
The classes are conducted in En-

glish and Spanish because most of
the workers are originally from
Mexico.

Eventually, Mr. Chanslor hopes
to have most of the 300 members o f

the growers and shippers associa-
tion become participants in the ex-
change. •

ATWOOD & CO.

Consulting Actuaries

Review of Reserves for

Captives & Self Insurance
5000 Ambrose Ave.

Los Angeles, CA 90027
(213) 661-9260

REINSURANCE
PROPERTY
Excess of Loss & Pro Rata

Treaty and Facultative

CASUALTY
Excess of Loss

Treaty and Facultative

Dominion Insurance Company of America
4,- ' 1

,  -- 1 /
A strength in the United States market

127 John Street, New York, N.Y. 10038

Telephone: (212) 635-2700 TWX: 710-581-3981



Makeadeep
impression on
theTexas Market

A special section in the October 13 issue
of Business Insurance.

Liquid gold brought a lot more than boom and rapid
expansion to Texas businesses.

It meant complex risks for the insured and new
opportunities for brokers and insurers in the oil-rich and
highly industrialized South West.

Business Insurance will take a comprehensive look at how
the high-powered, super-energized industrial economy of
the region copes with insurance iroblems and competition
as the old west stampedes into the 21st century.

Texas presents an unusual market ng challenge - · and opportunity

The editors will provide an exciting package of information that will
include:

A -

• Brokerage market reports on Dallas and Houston;

• Profiles of both risk management and employe benefit management for three big
Texas industries: Cattle ranching, oil and electronics;

• A report on the biggest Texas insurers and brokers;

• Information on the top ten underwriters;

• A discussion with risk and benefit managers about challenges and opportunities
in the Texas market.

This special section in the October 13 issue represents an outstanding opportunity
for the buyer to meet the seller. Your dominant advertising message will reach the largest

and most influential audience affecting the insurance marketplace in every state, .
business

and Texas in particular.

Closing date for advertising in this special Texas Market Report Section is September 22.*
For more information contact Don Walsh, Advertising Sales Director,
212/986-5050 or write to one of our sales offices listed below.

msurance
3ROP advertising closing date October 1 a publication of Crain Communications Inc.

New York: 708 Third Avenue. NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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classified advertising
RATES AND CLOSING TIME:

$3.50 per line, minimum charge $17.50. Cash with order. Figure all cap lines ceding publication date. Published every Monday. Displav classified takes card
rate of$41.00 per column inch, and card discountson size andfrequency.Mail ads(maximum-two) 26 letters and spaces per line; upper and lower case 34 per line.
to Barbara ToshejI, Business Insurance, classified advertising dept., 740 N. RushAdd two lines for box number. Replies are forwarded daily. Closing deadline.
St., Chicago, Illinois 60611. Call (312) 649-5340 for more information. No verbalCOPV in written form in Chicago ofice not later than noon, Monday, 7 days pre-
phone copy accepted.

PROPERTY
CLAIMS ADJUSTER

We are a well-established, progressive insurance company
located in Northern Wisconsin, specializing in insuring institu-
tional risks and related properties. Due to increased premium
growth and related claim activities, we have an opportunity
for a person willing to accept inside and outside property
clarms adjusting responsibility. This individual will work out
of our Home Office in Merrill, Wisconsin and must be willing
to travel on short notice on assignments.
Duties include reviewing files of independent adjusters; acting
as liaison between the company, its agents and policyholders;
investigating and processing large property losses and losses
of a complicated or unusual nature.

Candidates should have 5+ years property adjusting field ex-
, perience, working with large property losses. A degree is

preferred but not required if other education and prior experi-
ence meet the position requirements. Strong communication
skills are essential.

Salary is commensurate with experience and ability. Excellent
fringe benefit program, including pension and profit sharing
plan.

If you are interested, please submit_ a comprehensive resume
outlining your experience, qualifications and salary require-
ments. All replies will be kept confidential.

CHURCH MUTUAL INSURANCE COMPANY

ATTN: Personnel Department
3000 Schuster Lane

Merrill, Wisconsin 54452

LOSS CONTROL &

BENEFITS MANAGER

Monterey County-Calif.
$2,876 per month.

The County of Monterey is seeking
an experienced professional to ad-
minister a cost effective loss con-

trol and benefits program. The man-
ager directs risk analysis, loss pre-
vention and control, and claims
settlement activities; supervises the

county's self-insured liability and
workers compensation and employee
benefits program; and coordinates
the county's safety program.

To be qualified for this position,
a candidate should have a substan-

tial amount of increasingly respon-
sible elperien-e in risk manage-
ment and compensation, general
liability as well as some experience
in the administration of workers
compensation and employees
benefits.

APPLY BY: 9/12/80.

Applications and supplemental ques-

tionnaires must be returned to:

Monterey County Personnel Dept.,

P. 0. Box 1877, Salinas, CA 93902.
Phone (408) 42+0753. EOE.

Be among the lirst to join us at
our new headquarters in Rosemont, Illinois

When one of the nation's leading insurance companies makes a
major commitment to startjng a new company. the career
opportunitiesaregreat. Youcomeintoaprofessionalenvlronmen:
where you can make the best possible use of your talent and
experience You play a vital role in shaping the growth of a new
company Right from the start your accomplishments are
recognized.

It's this kind of opportunity that stands behind these new career
positions with Bankers Multiple LinelnsuranceCompany-a wholly
owned subsidiary of Bankers Life and Casualty. To meot the
challenge, we are looking for professionals with experience in the
insurance industrytojoin us.

We have staff and supervisoryopportunities in the following areas:

• Underwriting
• Claims

• Administrative Development

Property 8 Casualty Divialon

INSURANCE
OPPORTUNITIES

Why just work
for a company
when you can

help create one?

If youhaveexperience in theabove
areas, we want to hear from you.
We have designed highly
competitivecompensation
packages to attract top talent. For
consideration, send your resume
to: Michael P. Drumsta, Profes-
sional Technical Recruiter,

Employment Department, Bankers
Life and Casualty Company, 4444
W. Lawrence Avenue, Chicago, IL
60630.

1-r\/11 Bankers Multiple Line
LJLLIL-, insurince Company

An Equal Opportunity Employer
M/F/H

PROF. POSITIONS AVAIL.
Risk & ben mgr., midwest 4OM
Asst RM, NJ, P&C .22M

Claims asst, mal. corp. . , 22M
Safety engrs, NYC/CT 25-4OM

JOHN HUTTNER
(212) 732-3110

david j. hollinger assoc., inc.
150 Broad,vay, New York, NY 10038

BACKGROUND INVESTIGATIONS
covering:
Claim Investigations
Employment history and experience
Educational credentials

FIDELIFACTS, INC.
50 Broadiat N.Y.C., N.Y. 10004

212-425-1520

RISK MANAGEMENT

PERSONNEL CONSULTANTS
Representing Select Corporations & Candidates Nationally

• INSURANCE • SAFETY I EMPLOYEE BENEFITS

Managers & Assistants
CORPORATE CAREER ENTRY CAPTIVE TECHNICIANS

Call Collect: (212) 599-2662

Marty Hodes, ARM Meg Sloman

METRIC 11 East 44th Street
New York, N.Y. 10017

RISK MANAGER
Multi-unit health care corporation seeks a Risk
Management Professionaltojoin ourcorporatestaff in
tf is newly developed position.

Tne successful candidate will have the opportunityto
evaluate the current Risk Management Program, and
make recommendations; and to plan, develop, and
implement changes which will result in minimization
of Risk losses.

Ideal candidate will be degreed in either Risk
Management, Business Administration, Law, or
Hospital Administration, and will have five years
experience in the area of Insurance Administration.
Hospital experience is a plus

Weofferan excellentsalary, a full benefitpackageand
an attractive career opportunity. For consideration
send resume and salary history to:

DIRECTOR OF PERSONNEL

Peoples Community Hospital Authority
33101 Annapolls Avenue

Wayne, MI 48184

An Equal Opportunity Employer M/F

HEALTH
INSURANCE

PROFESSIONALS

San Francisco
Blue Cross of Northern California is still expanding
its sales force. With this new growth comes the
need for experienced health insurance pros that
can assume responsibility for senior sales and
sales management positions.

Ideal candidates will have had experience nego-
tiating with corporate executives, government
organizations, and unions as group accounts. A
degree in Marketing ora related field is preferred,
along with a California Disability License.
Blue Cross is prepared to offer an exceptional
salary and benefits package to the seasoned
professional. Please send your resume, including
salary history to: Dept. 203A, Human Resources
Division, 1950 Franklin Street, Oakland, CA
94659.

An Equal Opportunity Employer.

Blue Cross
of Northern California

HELP WANTED

CORPORATE RISK INS. MANAGE-
MENT. Seasoned insurance profes·
sional with eleven years broad-based

insurance co. and brokerage expert-
ence seeks job as generalist in Risk

Managers Dept., but could fit a more
specialized slot. Call (203) 274-1451.
ask for Mr. James.

BUSINESS OPPORTUNITIES

SEMI-RETIRED SPECIALIST in cap-
tives availbale for occasional assign-
ment on per diem/retainer. Studies,
formation. start-up, on-going admin-
istration, special projects, reinsur-
ance, trouble shooting. Director.

Available to risk managers, corpora-

tions, associations and independent
agents.

Box 364, BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611

MISCELLANEOUS

FLORIDA-Countersigning & surplus
lines filings available for all Florida
business-Direct all inquiries to:

UNDERWRITERS: 611 N. University
Dr.; Plantation. Fla. 33324.

NATIONAL 0
FIRE PROTECTION
SPECIAL ACCOUNTS
ENGINEER

Needed immediately! Individual with
Chemical or Mechanical Engineering de-
gree, or min. of 6 yrs. equivalent ex-
perience. HPR or heavy property bkg.
preferred. Position available in San
Francisco, but will consider other loca-
tions for base of operation. National
travel required. To $33,000+ car &
expenses. For these and other profes-
sional insurance positions, write or call:

H. Bob Turner

GARY NELSON &
ASSOCIATES, INC.

Penthouse #1
San Francisco, CA 94104

415-398-3232 0

AGENCY/BROKERAGERM
OPPORTUNITIES

INSURANCE CLAIMS
ADMINISTRATOR

New Mexico firm seeks candidate with

multi-line claims background who has
longlerm goals to become complete
Risk Manager. Superb ground floor op-
portunity with excellent vertical growth
potential. Please contact Linda Mayer
in our Denver office immediately for de-
tails.

COMMERCIAL ACCOUNT EXEC
Leading Southern client seeks aggres-
sive producer of commercial accounts.
They have solid markets and enjoy out-
standing reputation. Starting compen-
sation in the mid-to-upper $30; Please
contact Evelyn Barnett in Atlanta.

ATLANTA NATIONAL ACCOUNTS
Our client offers to the individual with

around 10 years of National Accounts
experience a unique opportunity. Will
be involved in inside and outside con-

tacts involving the marketing of me-
dium-to-large National Accounts, both
casualty and property. Our client is
comfortable in the mid-$40$ DOE.
Contact Evelyn Barnett in Atlanta.

SALES MANAGER (South)
This position requires an individual with
a solid background as a commercial
producer who also has a proven record
of "sales management", i.e., the man-

agement of peop/e. Ideal experience
would require this experience to be at
the agency or brokerage level. Ex-
tremely negotiable and competitive
compensation package. Contact Jim
Gilbert in Dallas.
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Openingofexchange IRS rules jeopardize
looks more certai n 7,100 tax shelter trusts

Continued from page 2
bound for the exchange first be rejected by New York's Continued from page 1

Free Trade Zone pitted most of the governors against tatives to express the views of all9" Experts question whether the new
Maurice R. Greenberg, chief executive officer of American asked Mr Geld of William M Mer-

International Group. cer "When you have to deal with regulations giving employes greater
Mr Greenberg defends Free Trade Zone screenmg o f di- many, many unions it becomes an

rect domestic risks. Critics, including authors of the state absolute mess " control over the 501 (c)(9) trusts would
senate report on the exchange, say it makes placing busi-

Benefit experts say they don't

ness in the exchange more difficult than going to Lloyd's of
know the IRS's rationale for giving give employes more protection.
employes a bigger voice m the con-

London and other nonadmitted markets. This reduces the trol and operation of the trusts
exchange's business. Employe benefits in the plans al-

Out-of-state risks now have no direct access to the ex- ready are protected under ERISA, pens, assets available to pay bene- employers to appoint independent
change because insurance laws in these states prevent risks which requires plan trustees and fits could be reduced by premium trustees to oversee the operation of
from being first shown to the Free Trade Zone. administrators to act m the best in- taxes and lower earnings on re- the trust

Under the compromise, New York risks would still have terests of participants, says John serves, increasing costs for em- "I don't see a need to wave a red

to be shown in the Free Trade Zone first. Hickey of Kwasha Lipton in ployers, he says flag," Mr Jones said "But more

Englewood Clifs, N J Louisiana Pacific Corp of Port- clarification from IRS would be
Risk managers m other states welcome direct access to

the exchange, but say they have limited need for it.
Pension experts said they are land, Ore, set up two trusts last helpful "

not aware of any employer misuse year to provide medical, dental, Giving employes more control
"We'd like to have access to the exchange, but m the of 501(c)(9) trusts that cost em- death and sick leave benefits to over the trusts lS analogous to

short-term don't visualize what our needs would be," said ployes their benefits 9,500 employes It and dozens of changing ERISA to require the ad-
William Mather, administrator of risk management at Bos- Experts question whether the companies plan to lobby the IRS ministration of pension plans to be
ton-based Gillette Co. new regulations giving employes to get the agency to repeal or clar- under the control of the partici-

The exchange could be useful to risk managers who need greater control over the trusts 1fy the new regulations pants, says one consultant

certam specialty classes written, said Bob Rich, director of would give them more protection "It would be onerous to have in-

"The membership might have to
"

risk management and insurance for Gold Kist, an Atlanta- The regulations create an im- put from all pension plan partici-

_,based farmers cooperative
get involved in selecting the possible situation," said Antone C pants before you could make a de-
trustees, and where do employes Kirchhof, an attorney with Louisi- cision about how to invest funds,"

7- "Some markets, particularly for certain professional lia- have the expertise to do thatp" Mr ana Pacific "Our reaction is one of said Kwasha Lipton's Mr Hickey
bility hnes, are dominated by one underwriter with no com- Hickey asked horror "

petition," he said. If the new regulations are Some consultants, however, are Employers who want to comment
18 "There is no current call for the exchange to write mEdor adopted, some companies will ter- urgmg caution before mounting a on the 501 (c) (9) trust proposal

roperty and casualty lines But when we get into a tight minate thelr plans or switch to m- massive protest Michael Jones, an should wnte to the Commissloner
market, the exchanges in New York, Florida and Illmois sured plans, predicts Arthur Grib- attorney with Hewitt Associates in of Internal Revenue, Attention

-will be viable altern.,1 n r,. for all risk managers " bin, an attorney with Johnson & Stamford, Conn, argues the new CC LR T (EE-153-78), Washington,
- Higgms in New York If that hap- proposed regulations only require DC 20224 by Sept 15

BART insurance survives costly blaze
Contznued from page 3 Still pending are three other lia- tention, but decided to keep its ex- and the success we've had with $300,000 each The Insurance com-

BART recently appealed to the bility actions filed by ambulance istlng deductible " settlement of these claims," Mr panies agreed to pay $806,000
California supreme court to force attendants and an equipment loss Property insurance premiums Perusse said apiece But, the cars cannot be re-

the court of appeals to hear ltS claim brought by the San Fran- went up 79% from fiscal 1978 and The only change in BART's lia- placed immediately because the
argument and won the right to be cisco Fire Department 1979, Mr Perusse notes "Part of billty coverage has been a minor manufacturer, Rohr Industries
heard No trial date has been set BART carries $50 million in that is obviously due to the fire adjustment in one layer Its $20 Inc of San Diego, is no longer in

In an unusual action, the city of property coverage over a $1 mil- Part is due to an increase in our million excess hability insurance the field
Oakland has filed sult to recoup its lion self-insured retention Under- property values," he said This fis- over a $5 million self-insured layer BART's insurers waived a clause
workers compensation disability writers include both U S and U K cal year premiums rose 33% is Stlll shared by London and U S stating that BART could not re-

costs paid to firefighters injured in firms, including Lloyd's of Lon- underwriters Domestic partici- ceive its money until the cars were

the BART blaze don, notes Mr Nevins Liability premiums since the pants melude Cahfornia Union In- replaced, Mr Perusse says Al-
"Normally that lS done by filing "The fire brought to light the fact fire are actually down a little surance Co , a B+-rated company, though 100 new cars will be or-

a lien against the firemen's cases, that some properties were under- "That's really due to good work by Mr Nevins says dered from a different manufac-

but Oakland has filed its ou n suit," valued," he said "BART looked at our brokers, the continued so ft Much of the property damage turer soon, they will not be deliv-
Mr Perusse said the cost of going to a $10 million re- market, improved safety controls was to six BART cars, which cost ered for several years .

classified advertising
-======== L --- ENROLLED ACTUARY

MANAGEMENT  Business Opportunity

 INSURE 
SENIOR UNDERWRITING Consulting/Executive Search Medium sized California employee Possibilities for

SPECIALIST
benefits consulting and admini- CONSULTANT
stratton firm has an immediate

multinational industrial

PROPERTY & CASUALTY
To the Insurance Industry need for an enrolled actuary Will Chicago based Management or service oriented

Consulting firm seeks an ex· organizations,

| RESPONSE I work primarily with small proto-

Orlando, Florida regional type and individually designed
ecutive with intang,ble sales

Paul E. Runkle
including brokerage

skills. top management con
office has position avail- pension plans, consulting on new tacts In a broad scope of bust-

and insurance:

1 able for an individual with plans and with existing clients ness and institutions, and a Combined expertise available

with a five + years experience. Bi- Associates, Inc. Superior communication skills ,desire for management and on retainer basis Presently lo.
required Send resume and salary equity participation If you cated m Europe Extensive lingual Spanish/English a
requirements to desire to make broader and international experience in in-

must. Orlando location in- One Chase Road more fulfilling use of your ex surance, captive insurance,

| BUSINESS cluding Caribbean travel. BOX 366, BUSINESS INSURANCE perience, you may be qualified risk management, loss control

Salary open. Scarsdale, New York 10583
740 Rush St., Chicago, Ill. 60§11 to low this twenty year old management, & fire loss con

firm in serving a nationwide trot Multilingual

1 1
Send resume to: clientele Write us in confi

Bot 354, BUSINESS INSURANCE
Please inquire

(914) 725-0773
dence with full credentials

1 INSURANCE 1 n740 Rush St., Chicago, Ill. 60611 Box 369, BUSINESS INSURANCE
Bot 367, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611 ,

r 740 Rush St., Chicago, 111. 60611 
AGENCY

 Classified 1 " INSURANCE AND RISK ADMINISTRATOR MANAGER
The Contra Costa County Risk Management Authority ia seeking a North Central 111.

I Risk Manager to administer a cost effective self insurance program FREE INFORMATION CLAIM SERVICE
for the 14 cities who have legally bonded together to pool insur-

Ad 1 ance risks Currently the Authority self insures for Workment Propeny and Casualty Agency
Compensation, Liability, and Property The Administrator coordi.

FOR PROPERTY CLAIMS ADJUSTERS
seeks an experienced under-

1
nates excess policies. claims management, actuallal services for dis-
tribution of costs and generation of revenues, and assets member

writer administrator for posi- 1-800-225-8656
agencies in identification of risks. development of safety commit- tion of General Manager Re-
tees, loss prevention, audits, and safety consultant services sponsibilitles include place We are a Professional Service, exclusive to the insurance indus-

CALL A 4 year degree is required preferably in Public or Business
ments, quotes, renewals, and try We provide consultation and replacement m the following
training Excellent opportunity

Administration and a Masters is preferred A minimum of 3 years categories Audio, Video, Cameras. and Televisions Our consult-
experience in insurance or financial administration is required as for a talented individuall ation service will assist the adjuster with complete product
well as a working knowledge of the provisions of the insurance

1 (312) 649-5340 
Candidate should have agency identification, specifically make, model. age, availability, and

code and the principles of insurance and risk management or company experience In UW current market value of all products in our specialities from
Forward resume and salary history to· and Management with consider 1967 to date We have available over 163 major product lines,

Contra Costa County Risk Managemont Authority able knowledge of Casualty and representing a total of approx 30.000 different models

City of Pleasant Hill Fire Rating INSURERS DISCOUNT SERVICES will replace lost or destroyed

I for more I
Assistant to the City Manager equip at freight prepaid wholesale pricing to qualified insurance
3300 North Main Street Salary, bonus. pension, and companies and adjusting firms Through extensive cataloging,
Pleasant Hill, CA 94523 profit shanng. PLUS other

 by September 1,1980
stocking, and procurement procedures. we can boast that 90%

fringe benefits Our people of all items are shipped out within 48 hours of confirmationt

Salary is negotiable. Excellent benefits provided, including car allowance. know of this opening

i Information i The CCC Risk Management Authority is an Box 361, BUSINESS INSURANCE INSURERS DISCOUNT SERVICES, INC.
equal opponunity/affirmative action employer. 740 Rush St., Chicago, Ill 60611 "EXCLUSIVE TO THE INSURANCE INDUSTRY."

.
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For

Safety,

Service

and

Savings

in

California

Workers'

Coinpensation

Insurance

choose California's

largest

Workers' Compensation
carrier.

For information,
write

State Compensation

Insurance Fund,

Underwriting/Marketing

Dept., 1275 Market St.,

San Francisco, CA 94103.

STATE
COMPENSATION

INSURANCE

FUND

Liabilities to stick, Nagle says
Continued Rom page 2
multiemployer plans. Everyone
expected a bill limiting that liabil-
ity would be in place by Au,g. 1,
too. Until this month, the PBGC
couldchoosewhetherornottogay
the vested benefits of participants
left out in the cold when a mul-
tiemployer plan folded.

The bill designed to make mul-
tiemployer pension plan insurance
affordable and workable would
have made amployers 100% liable
for their share of unfunded liabili-
ties when withdrawing from a
plan.

It would also have raised the pre-
miums multiemployer plans pay
to $2.60 per participant over nine
years from 50 cents. And it would
have limited the PBGC-gu:.an-
teed benefits to 100% of the first $5
ofmonthly benefits per yearofser-
vice and 75% of the next $13 for
strong plans and 65% for weaker
plans.

The House passed its versi:n of
the bill several months ago. 3ut
the Senate doomed congr€ssicnal
approval when it tacked unrelated
amendments onto its versior of
the bill.

Among the amendments the
House refused to accept was ex-
empting most small employers
from OSHA inspections.

Pension experts fear that ur-der
the law now in place, employers
with huge unfunded liabilities in
multiemployer pension plans will
find it cheaper to jump ship than
pay the bills. The most they can be
nailed for now is 30% of the

company's net worth, less than
many have committed to benefit
payments. The PBGC could b

the hook to PEY tilions of dol-Ers
in unfunded benefits and ulti-

mately be bankrugted by the lia-
bilities.

About 180 plans in finane.al
trouble have $4.8 tillion in Ln-
funded liabilities Mr. Nagle s:ys.

But he .s ccnfident Congress
will rescLe the PBGC yet.

"There is a strong recognition in
Congress for the need for this leg-
islation and the undesirability of
the presen: law being afplicable to
multiempl. yer plans,"said the for-
mer genera- couns€l ifthe old Sen- .
ate Labor and Public Wel 'are

Committee tne legislative ircup
that sher.erded the pass:g.3 of
ERISA.

So far the PBGC has not re-
ceived any withdrawal notices
from erm£ayers in multiempliyer
plans sincE Augus:.

"Right row, lawyers (represent-
ing employers in the plans) are
calling asking about the current
state of affairs," Mr. Nagle sa,d. Be-
cause it appears any bill enacted
will be retmoactive Mr. Nagle says
it is unliKely employers will with-
draw now.

But if a bi12 isn't enacted duing
the currert sessior. of Congress,
"that will be a s.gnal that notting
will be enacted .n the long zur."

Even if the current mullism-

ployer cr_sis -s sclved. some pen-
sion experts say the small agency
will soon face major prc blem s
with single-employer plans. PBGC
has just 430 employes and an an-
nual budget of S21 million.

The fee-ed :c Llapse of Chrysler
Corp., a poss ibLity first raised last
summer when the No. 2 a.ito-
maker warned it would lose 111 bil-

Congress recognizes
the need for the

PBGC legislation,
says Robert Nagle.

lion, has some pension experts
worried that the PBGC can't af-

ford to take over the pension liabi-
lities of a huge industrial corpora-
tion.

If Chrysler went under, the
PBGC would be liable for about

$800 million in promised benefits,
forcing the $2.60 annual premium
to triple.

It's not just Chrysler some ex-
perts are worried about. They fear
other massive industrial corpora-
tions will collapse as the economy
becomes more service-oriented.

Some observers ask if the
PBGC's mandate should be
changed to reduce its liability and
to prevent possible big premium
hikes for all employers with pen-
sion plans.

Mr. Nagle disagrees. "There is a
commitment to provide this pro-
gram to participants in all defined
benefit pension plans regardless of
their size. If a Chrysler Corp. ter-
minated its plan, its workers are
entitled to the same protection as
other workers."

Such a massive termination

would fuel big hikes in premiums,
but Mr. Nagle contends the cur-
rent $2.60 premium is low consid-

-hk

ering the protection offered.
Mr. Nagle boasts the PBGC is a

major success. "It has done what it
was intended to do, which was
guarantee benefits to participants
of terminated plans."

Currently, the PBGC pays about
$3 million a month to 20,000 per-
sons whose pension plans ter-
minated without enough assets to
pay vested benefits. Without the
PBGC program, workers would
have lost the benefits.

Mr. Nagle also defend5 ERISA.
"There is a paperwork burden, but
it is a small price to pay to ensure
participants have a reliable source
of retirement income."

By ensuring pension promises
are kept, ERISA restored faith in
the private pension plan system
and may have forestalled a govern-
ment takeover or an expansion of
Social Security, he said.

Mr. Nagle believes the impact of
inflation on pension benefits and
coverage is the most important
pension issue of the '8Os. The 50-
year-old PBGC chief doesn't pro-
fess to having the answers to these
thorny issues, but hopes the
President's Commission on Pen-

sion Policy will provide some
guidance. .

e on

Firms budget $3.69 billion for safety

U.S. industries will spenc 28% more this year to prevent worker sick-
ness and accidents, acc·irding to a McGraw-Hill study.

·Continued j¥om page 3
million spent last year. These dura-
ble goods industries include iron
and steel, auto, aerospace, fabri-
cated metals and instruments and
stone clay.

Makers of such nondurable
products as chemicals, paper, rub-
ber, petroleum, food, beverages
and textiles plan to spend $1.04 bib
lion on employe safety and health
thisyear. This is an increase of 29%

over last year's $811 million.
The auto, commercial, chemical

and petroleum groups will spend
41% of the total expenditure this
year.

The biggest single spending in-
crease for safety is by gas utilities.
They will increase safety spending
to $39 million from $15 million, a
164% jump.

Another large increase is occur-
ring in the petroleum industry,
jumping 142% to $363 million from
$150 million in 1979. The auto in-
dustry will increase safety spend-
ing 106%, to $463 million from $225
million last year. In the financially
troubled rubber industry, how-
ever, a 29% decline in safety-re-
lated expenditures is predicted for
this year. In 1980, the industry will
spend only about $28 million com-
pared with $39 million in 1979.

Louis Beliczky, director of in-
dustrial hygiene for the United
Rubber Workers, said mAjor rea-
sons for the decrease could be

plant shutdowns and worker lay-
offs.

While more money is being
spent on worker safety, it has be-
come a smaller part of the corpo-
rate spending picture, the study
shows. In 1979, industry spent
1.6% of all capital expenditures on
safety. That total is expected to
rise to 1.9% this year but will drop
again to 1.6% by 1983.

Safety spending will represent
8.3% of all capital spending this
year in textiles, 7.9% in auto, 2.4%
in nonferrous metals and 2.6% in
electrical machinery, the study
shows. The durable goods indus-
try will invest 3.2% of capital ex-
penditures on safety, nondurables
will spend 2.2% and all manufac-
turers combined will spend 2.7%.

Safety spending will drop to $3.4
billion by 1983 or 6.2%, McGraw-
Hill predicts. Nine industries will
register decreases in such spend-
ing between 1981 and 1983. Among
them are; iron and steel, a 31% de-
crease; nonferrous metals, 1 6%;
auto, 75%; paper, 9%; petroleum,
57%; other nondurables, 9%; rail-
roads,.4%; airlines, 3%, and com-
mercial, 11%.

Mary Ellen Weber, chief econo-
mist at OSHA, said companies this
year are facing start-up costs for
safety programs. They will not face
these costs in 1983, she pointed
Out. •

Disease comp report issued
WASHINGTON-The Labor

Department has finally published
its report on occupational disease
compensation problems and is-
sues.

The report reveals that only
about 5% of severely disabled oc-
cupational disease victims receive
workers compensation benefits.

A trust fund should be set up to
pay supplemental benefits to occu-

pational disease victims, the report
suggests.

Free copies of the "Interim Re-
port to Congress on Occupational
Diseases" may be obtained by con-
tacting Howard Vincent, Office of
the Assistant Secretary for Policy
Evaluation and Research, U.S. De-
par-tment of Labor, Room S-2121,
200 Constitution Ave. N.W., Wash-
ington, D.C. 20210; 202-523-6084. •
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1 1\/r OST PROPERTY/casualty compa-
130/ 1V1 nies' second-quarter and six-month growth and favorable relative return on eq- discount and its 10% premium relative re-

results are generally in lme with our expec- uity and relative price-to-book value com- turn on equity versus the S&P 400 would
125 5 tations parisons versus the Standard & Poor's 400 seem to limit the downside risk

ii A few companies exceeded general m both years Even a modest reduction of Also, there lS the possibility that even as
"street" estimates while a few fell short The the current rate of inflation, which might the industry's results remain flat to modest-

 4' 4P 4,  *8:de'*V disappointments were primarily tied to ca- follow a period of prolonged monetary re- ly lower in 1981, investors may recognize

 tastrophe losses and continuation of conser- straint, could be a big psychological boost the earnings leverage building up and not
vative reserve postures for these stocks generally In particular, in- wait for the tradihonal trough in combined

Despite slumps by 33 insurance stocks and Thus far in the third quarter, the stocks' surers with long-tail lines could benefit as ratios to occur before becoming more ag-
gams by only 29, the Bl stock index showed an market performances have been disap- investor perceptions of claim cost, reserve gressive
overall 1.15 point rise to 155.7 from 154.6 due pointing and may re- levels and rate adequacy become more san- Some preliminary second-quarter and

to hefty gains by some companies. The base of fleet in part the rota- guine six-month statistical data of representative

100 was at year-end 1978. Biggest gains were tion away from finan- While investors seem increasingly willing companies in our universe showed the fol-

posted by. Pinehurst Corp., 17.6%; Reed cial stocks as well as  to look across the valley with respect to 1- lowing
Stenhouse Cos., 14.1%; Integrated Resources fears that an under- dustrial profits for 1980 and 1981, they are • Premium growth has slowed consider-

Inc; 12.9%; Integon Corp, 11.8%, and Repub- writing debacle still less willing to do so with property/casualty ably from the first quarter as more compa-

lic National Life, 8.4%. Old Republic Interna- lies ahead We believe equities This reticence clearly stems from nies react to the overall competitive rate en-

tional Corp. had the biggest decline at 7.7% a strong relative earn- the beatingmany investorstookinthe 1974- vironment and their own deterioration in

followed by Connecticut General Insurance ings argument can be 75 period, when underwriting collapsed underwriting results by not reaching for
Current fears are that another sharp deterio- business On the average, written volumeCorp., 6%; Carolina Casualty Insurance Co., made for this group in

5%; Farmers Group Inc., 4.4%. and MGIC In- 1980 with the indus- rati6n in underwriting results lS at hand was up about 6% for the quarter and 7 5% for
vestment Corp., 4.2%. The O.7% index gain sur- try's earnings virtually Interestingly enough, however, some in- the six months
passed the major stock mdicators, which flat, versus a projected vestors have lately shown interest in the • The average combined ratio of 102% is

dropped 0.8% to 1 3% for the week. 15% decline in non-011 reinsurance and insurance brokerage above the first-quarter number of 100 2% as
corporate profits Picoult stocks in anticipation of a tightening mar- expected, but in line with our proJection of
However, we recog- ket, which would lead to higher premium 102 5%

British Issues nize that comparisons for 1981 may not be rates There appears to be an inconsistency • For the six months ended June 30, the
1 Week as ebullient as those of most general indus- here Factors that would benefit those seg- average combined ratio was 27 points

8/19 Price P/E Div Yield High--Low try sectors as the economic recovery takes ments of the industry would surely have a above the comparable 1979 figure All com-
Companies pence pence % pencepence

hold strikingly positive impact on underwriting panies showed deterioration in the second
CommI Union 162 81 1400 86 162-149

Eagle Star 226 75 1286 57 226-213 But there will clearly be good dividend results in the not-too-distant future quarter and six-month periods Once again

Gent Accident 328 82 1714 5 2 328-308 it was the companies with the heavy per-
Gdn Royal Exch 328 86 1928 59 328-310 Mvron M Picoult ts a up and sentor insur-
Phoenix 280 78 1900 68 280-260 ance analyst with Oppenhetmer & Co. 171 W e believe there is more risk m being sonal lines exposure that remained below

out ofthe stocks than in them, partic- the break-even pomt
Royal 415 86 3071 74 415--387 New York He has a bachelor's degree tn eco- ularly for investors with exposure below • Catastrophe losses, particularly for
Sun Alliance 746 96 4000 54 740-714 nomics ftom Queens College, a master's in market weightings To the extent earnings companies with Midwestern exposures,
Brokers business administration in financial man- hold relatively flat over the next two years, were higher than expected Inflation has
CE Heath 205 91 180 67 207-205 agementfrom Pace University and has done but book values and dividends grow faster made little catastrophes out of mmi-wlnd-
Hogg Robinson 120 89 814 68 121-119 graduate work in economics He ts the cur- than inflation and there is a simultaneous storms
Alex Howden 103 75 1000 97 103-100

JH Minet 101 11 6 6 38 6 3 101-100 rent president of the Assn. of Insurance & widening of the relative market discount, • Rather conservative reserving postures
Sedg Grp 125 105 7.14 57 125-124 Financial Analysts, a member Of the New some of the stocks could become acquisi- are being maintained It appears that paid
Stenhouse Hidg 88 81 646 73 89- 88 York Society ofSecunty Analysts and serves tion targets, given the Industry's cash-flow claim figures are still above those of a year
Stew Wrightson 218 87 1714 79 218-215 on the society's program committee Thts ts factors ago, but that the increases recorded in the
Willis Faber 248 133 15 71 63 250-245 his first of regular monthly columns for It will perhaps take such action to per- first quarter compare
Source Philip Olsen/Alan Clifton, Insurance Indus- Business Insurance, which will appear the suade investors of the intrinsic values avail- • Investment income is still tracking at a

try Specialists Kitcat & Altken Stockbro- fourth Monday Of every month and analyze able in this group At the moment, however, very high pace, about 20% for both the quar-
kers, London insurance companv stock performance the group's average 20% price-to-book value ter and six-month period This continues to

reflect the industry's cash flow, primarily
 from heavy reserving and the yield environ-

nnent

AUG. 19, 1980 8/13/80 THRU 8/19/80 AUG. 19, 1980 8/13/80 THRU 8/19/80
Financial briefs

Price % Chg PE $ Div % Yld High Low Vol (000) Price % Chg PE $ Div % Yld High Low Vol (000)
Insurance Cos

-Ill- - -*.- Ii--I - - .I.-- - Commercial UnionAetna Life 6 Cas Co NYSE 35.50 -1.0 5.0 2.12 6.0 35.75 35.25 446.3 Safeco Corp OK 39.88 2.9 5.7 1.80 4.5 39.88 38.75 297.4Anencan Bankers Ins Co Fla OTC 7.25 1.8 4.9 0.44 6.1 7.25 7.25 67.4 Sri Corp OTC 23.75 -1.0 4.6 1.00 4.2 24.00 23.50 17.9American Plnl Corp Ohio Gre 21.13 -0.6 5.7 0.50 2.4 21.50 21.00 19.3 Selbels Bruce Group Inc OK 18.75 -2.0 7.6 0.80 4.3 19.38 18.75 49.0
An improved underwriting ratio contrib-

American Gen Ins Co RSE 33.87 -3.9 5.3 1.00 3.0 35.63 33.88 75.0 Statesman Group Inc
American Indty Finl Corp OIC 14.63 -2.5 4.4 1.12 7.7 14.75 14.63 12.4 OK 5.75 -2.1 4.5 0.15 2.6 5.88 5.75 6.9 uted to a one-third increase in pretax profitsTbkio Marine & Fire Ins Co OTC 145.50 7.0 15.4 0.00 0.0 145.50* 141.25 4.6

for Commercial Union Insurance Cos dur-
American Intl Group Inc OTC 69.50 -1.1 JO.3 0.50 0.7 71.25* 69.50 134.7 Travelers Corp
American Natl Ins Co OTC 15.62 -1.6 6.2 0.62 4.0 16.25 15.63 172.5 NYSE 40.50 0.9 4.5 2.48 6.1 40.88 40.38 250.2 1ng the first half of 1980 The firm reportedUnited Fire 6 Cas Co OTC 27.25 -0.9 7.4 0.90 3.3 27.50 27.25 0.3American Sts Life Ins Co OK 19.00 0.0 7.9 0.64 3.4 19.00 19.00 0.0 United States Pid 6 Gty Co NYSE 41.38 -2.4 4.9 2.80 6.8 42.50 41.38 201.2 gams of$27 6 mlllion m income before taxesAneco Reins Ltdl OTC 5.75 7.0 ***** 0.00 0.0 5.75 5.38 91.5 tjited Svis Life Ins Co Orc 16.75 3.9 5.9 0.96 5.7 17.50* 16.63 93.0Appalachian Natl Corp OK 1.87 0.0 5.4 0.05 2.7 1.88 1.88 and net investment, up from $20 7 million0.0 uslife Corp NYSE 22.50 -4.8 5.6 0.70 3.1 23.25 22.50 151.0

The firm's underwriting ratio decreasedAvernco Corp AMEX 12.00 0.0 8.6 0.50 4.2 12.00 11.75 9.7 Washington Natl Corp NYSE 30.00 7.1 6.1 1.50 5.0 30.00 28.00
Banks Ion Inc Orc 25.50 2.0 4.0 1.32 5.2 25.50 25.00 2.5 Zenith Natl Ins Corp OTCI 14.75 -1.7 8.4 0.50 3.4 15.00 14.75 * to 104 4% from 105 1%, although underwrit-
Bitco Corp OK 30.00 3.4 4.5 1.68 5.6 30.00 29.SO 19.9 ing losses for the half were $35 1 million,Carollna Cas Ins Co OTC 7.12 -5.0 4.1 0.32 4.5 7.50 7.13 1.1 INSURANCE COMPANIES AVEREE 7.0 3.7
Central Natl Plnl Corp orc 9.75 0.0 4.0 0.50 5.1 9.75 9.75 1.0 compared with $31 5 million for the first
Chubb Corp OK 38.25 -1.6 5.0 2.40 6.3 39.13 38.25 174.8 Agents/Brokers

half of 1979 Net investment income in-
Combined Intl Corp NYSE 20.12 1.9 5.8 1.40 7.0 20.25 19.88 108.3 creased 20% to $62 5 million from $52'1 mil-
Connecticut Gen Ins Corp NYSE 39.00 -6.0 5.9 1.52 3.9

Contlnental Corp 42.25* 39.00 131.0 aexander & Alexander Sves OM 34.75 0.0 11.4 1.64 4.7 35.25* 34.75 187.3 lion last yearNYSE 28.75 1.3 5.6 2.20 7.7 29.13* 28.00 146.5 Baldwin 6 Lyons Inc orc 28.75 2.7 5.3 0.80 2.8 28.75* 28.00 8.2Crawford & Co OTC 17.75 2.9 15.0 0.54 3.0 18.00* 17.75 4.9 Corroon & Black Corp NYSE 25.37 4.6 10.2 1.72 6.8 25.75 24.BEB 14.5 Commercial Union's written property/
Crump E H Cos Inc OTC ]1.50 4.5 10.3 0.36 3.1 11.50 10.88 44.3Crown Life Ins Co otr 78.50 0.6 56.9 2.40 3.1 78.50* 77.00 0.6 Hall Frank B & Co Inc NYSE 25.37 -0.5 8.3 1.54 6.1 26.00 25.13 293.5 casualty premiums increased 10 3%, to

Crum & Forster NYSE 27.62 -0.9 4.8 1.44 5.2 28.38 27.50 126.0 $5495 million from $4984 million EarnedF.inplayers Cas Co CNIC 33.50 -1.5 5.5 1.20 3.6 34.00 33.50 2.7 Integrated Res Inc AMI* 16.38 12.9 9.0 0.00 0.0 17.38 14.88 217.4
Erc Corp OTC 94.75 0.0 10.7 1.40 1.5 94.75 94.75 1.0 James Fred S & Co Inc NYSE 26.75 1.9 9.7 1.60 6.0 27.75• 26.50 81.0 premium rose 14%, to $491 6 million from
E<Nifax Inc NYSE 22.25 -3.3 7.6 2.40 10.8 22.75 22.25 5.2 Marsh & Mclernan Cos Inc NYSE 68.50 0.4 10.9 3.60 5.3 68.50 68.13 81.4 $431 3 millionPenncorp Pincl Inc 8.12 -1.5 5.2 0.16 2.0 8.75 8.13 176.4Farmers Group Inc OM 29.87 -4.4 9.5 1.00 3.3 31.38 29.88 510.1 Reed Stenhouse Cos Ltd OK 11.12 14.1 9.3 0.56 5.0 11.13* 9.75 86.8 Commercial Union Assurance Co Ltd of
First Colony Life Ins Co OM 33.75 -0.4 11.6 0.76 2.3 33.75 33.75 4.0

Fore,ost Corp Amr OK 19.62 -0.6 7.5 0.60 3.1 19.75 19.63 12.2 Rollins Burdick Bmter Co OTC London, the parent firm, reported six-23.00 -1.1 10.1 1.24 5.4 23.25 23.00 11.2
General Reins Corp Del OTC 54.75 -3.5 8.3 1.40 2.6 56.50 54.75 262.1

- month worldwide premium of $15 billion,Globe Life 6 Acc Ins Co OK 34.50 0.0 12.3 0.40 1.2 0.0 AGENTS/BROKERS AVERPSE 9.0 4.7
up from $1 3 billion in 1979 Profit attribut-

Great West Life Assurn Co OTC 165.00 0.0 8.2 8.00 4.8 165.00 165.00 0.0 able to shareholders was $90 6 million, upHanover Ins Co OTC 42.00 1.2 4.0 0.72 1.7 42.00 40.75 15.3 Conglomerates/Hol(ling Cos
Hartford Stem Boiler Insptn Or 30.50 0.0 6.5 2.20 7.2 30.50 30.50 9.1 15% from $783 mlilion However, the value
Integon Corp NYSE 29.50 11.8 10.7 0.48 1.6 29.50* 25.25 280.7 American Express(Pireman's Fd) NYSE 36.50 -1.7 7.3 2.00 5.5 36.88 36.50 748.3
Jefferson Natl Life Ins Co OTC 45.SO -1.1 13.5 0.64 1.4 46.00 45.50 of the pound rose to $2 36 during that period6.8 Anderson Clayton(Ranger/Pa„Am) NYSE 24.50 -1.0 6.1 1.12 4.6 24.75 24.50 8.5

City Investing Co. (Home Ins.) NYSE 23.50 -2.1 4.8 1.50 6.4 24.50 23.50 491.4 from $2 18, resulting in a 67% gain in
Keper Corp Ore 30.13 3.9 4.2 1.40 4.6 31.50* 30.13 132.0 CNA Flrl Corp (Cla) NYSE 15.62 1.6 3.8 0.00 0.0 15.63 15.50 42.9Lincoln Watt Corp Ind NYSE 43.25 -2.3 6.0 3.00 6.9 45.00 43.25 69.3 Control Data (Comnl. Credit) NYSE 66.25 1.7 8.8 0.60 0.9 69.75* 65.50 453.5

profits, expressed in pounds sterling
Mglc Invt Corp NYSE 25.37 -4.2 7.3 1.12 4.4 26.75 25.38 243.9
Mission Ins Group Inc NYSE 36.00 -3.7 7.7 0.80 2.2 36.88 36.00 45.7 INA Corp (Ins. Co. of NA) NYSE 37.50 -3.8 5.5 2.20 5.9 39.13 37.50 254.8
Natiorrnde Corp Ohio ore 19.75 0.0 5.2 0.66 3.3 19.75 19.63 3.5 MT (Hartford Group) NYSE 30.87 -0.4 10.6 2.40 7.8 31.63* 30.88 1,474.1

Reliance Groip Inc NYSE 65.75 -1.1 2.7 3.00 4.6 67.00 65.75 92.8
Nn Corp orc 46.63 1.4 10.6 2.00 ' 4.3 46.75* 46.00 103.8 Sears kebuck & Co. (Allstate) NYSE 18.38 -3.3 8.1 1.36 7.4 18.88 18.25 933.6 Armco
Northwestern Natl Life Ins Cfr'C 33.75 -0.4 6.3 1.25 3.7 34.63 33.75 36.2 56 11 Co. (Bayly Martin & Fay) NYSE 18.13 6.6 7.6 1.00 5.5 18.63* 17.00 43.4
10 Cas Corp OTC 34.63 0.7 5.3 1.76 5.1 35.13 34.38 93.3
Old Reo Intl Corp orr 16.38 -7.7 4.0 0.92 5.6 17.75 16.38 108.8 Teledyne Inc (Argonaut) NYSE ]51.87 2.8 6.6 0.00 0.0 155.25* 146.50 348.8

Armco Inc , the Middletown, Ohio,
Plnehurst Corp 01/ 7.50 17.6 11.2 0.00 0.0 7.50 6.25 67.3 Transamerica Corp (Occidental} NYSE 18.50 -2.0 5.1 1.12 6.1 19.00 18.50 292.1 steelmaker which first got into the msur-
Preferred Risk Life Ins Co OTC 18.00 -2.7 6.2 0.64 3.6 18.25 18.00 1.6 CO,GIOIUmATES/HOLDING COS. AVER,GE 5.6 3.2 ance business by expanding its captive in-
Provldent Life & Acc Ins Co OIe 44.50 -2.2 5.6 1.88 4.2 45.50 44.50 26.5

Repolic Natl Life Ins Co air 20.88 8.4 12.9 0.70 3.4 21.75 20.13 683.6 surance company Bellefonte, is catching a
Ryan Ins Group Inc cnc 17.75 0.0 3.4 0.12 0.7 17.75 17.75 4.6
St Paul Cos Inc Mr 36.12 1.4 4.9 2.00 5.5 36.88 36.13 189.3

System design Altman Lnformation Systems bigger fish
Armco will acquire NN Corp in Milwau-

------- kee for about $312 minion



The American 1/16rker.

She weaves the doth of dresses and dreams.
Foralmost 100 years now, we've been in-

suring America's most valuable resource: her
workers. And duringall that time, one ve,y
basicprinciple imsn't changed: The less chance
a worker has ofbeing injuredon thejob. the less
you shouldpay to insure the worker.

Sounds reasonable enough, doesn't it? But
someemployers stillpay too muchfor their
Workers' Compensation insumnce. Often the
reason is simply that the insurer lacks theflexi-
bility tofashion a Comp program thatanswers
every employer requirement, including Loss
Control.

We'dbe happy to lookoveryourcurrent
Workers'Compensationprogmmwithyou.
Perhaps wecansave you money.

It'Bone moreway we haue to cut the cost of
business insurance. There are many others.
Callorwrite usandwe'll share them with you.

American
AAutual

INSURANCE COMPAIIES. WAKEFIELD. MASS. 01880

Helping America make intelligentinsumnce decisionssince 1887.


