
C
U
L

L

U

WEEK OF AUGUST 3, 1981 update:
Additional $50 million
added to DC-10 fund

LONDON-Insurers for American Air-

lines are adding another $50 million to the
liability fund covering claims from the 1979
DC-10 crash in Chicago, but insurers for
McDonnell-Douglas Corp., the plane's man-
ufacturer, won't be contributing this time.

An out-of-court settlement between the

two companies states that American's in-
Continued on next page

the national newsweekly of loss prevention, risk financing & benefit management/$1 a copy; $30 a year Crain Communications Inc. All rights reserved.
Entire contents copyright 1981 by

Federal ruling permits
ERISA control of METs

By JERRY GEISEL

LOS ANGELES-Employers
*. - can band together in a trust ar-

rangement to self-fund employee
benefits as an employee benefit

empt from state regulation, a fed-
plan covered by ERISA and ex-

eral judge has ruled.
The first federal court ruling to

concede that any self-funded mul-
tiple employer trust can qualify as
an ERISA plan came July 24 when
U.S. District Court Judge Robert
Takasugi dismissed a 2-year-old
suit by Insurance & Prepaid Bene-
fit Trusts.

That self-funded MET in Tustin,
Calif., had sued to require the U.S.
Department of Labor to recognize
that IBT is an employee benefit

/ planunderERISA-
In dismissing the suit, Judge Ta-

kasugi made it clear that an asso-
ciation set up by employers for a

Wha s the rispictured here? , specific purpose, such as self-fund
-Answ*: Page 3 ing health insurance benefits, can

be considered an ERISA benefit

plan. However, he said IBT didn't
+ meet all the qualifications to pass

that test.
Photo: Moline Daily Dispatch "The significance of this case is

Risk Retention Act
could be law soon

By JERRY GEISEL

WASHINGTON-The two-year push for
federal legislation to help manufacturers
:olve product liability insurance problems fi-
nally may succeed in Congress this month-
n time to help with the next insurance
.runch.

The proposed Risk Retention Act, which
would allow manufacturers to self-fund their
)roduct liability risks in groups exempt from
nost state regulation, cleared two legislative
jurdles last week. It was approved without
)pposition by the House of Representatives
md the Senate Commerce Committee.

Only Senate passage stands in the bill's
Nay, since the Reagan administration has al-
·eady endorsed the bill.

"If passed, the Risk Retention Act would
ielp allay the product liability problem and
,ncourage industry to be more productive
md innovative," Commerce Secretary Mal-
olm Baldrige said. "These are twin goals we
dl share."

Insurance industry opposition has been
tuelled by substantive revisions to the act as

originally proposed in 1979.
With no apparent opponents, backers of

the legislation, H.R. 2120 and S.1096, say that
final congressional approval may come be-
fore the August recess.

"We hope the Senate acts quickly and
sends the bill to President Reagan before the
August recess," said Dirk Van Dongen, presi-
dent of the National Assn. of Wholesalers-

Distributors, a major force backing the prod-
uct liability pooling legislation.

First introduced in the wake of scarce

markets for product liability insurance, the
Risk Retention Act has languished in Con-
gress under opposition from the insurance
industry and disinterest among some con-
gressmen. In the meantime, product liability
insurance became available at cheaper
prices. Although the competition among in-
surers to underwrite all types of insurance
has removed the immediate need for the bill,
supporters want the act in place should in-
surance prices go up again.

The bill is moving now because all the
major problems have been resolved, said Les

Continued on page 25

federal court recognized
a multiple employer trust

can be an ERISA

plan," says
Dorais.

that a federal court has recognized
that a multiple employer trust like
IBT can be an ERISA plan, a prop-
osition that regulatory agencies
have not been willing to accept,"
said Claude Dorais, a Los Angeles

attorney who represented IBT in
the lawsuit.

"We lost the battle, but won the
war," added Thomas Wilkie, IBT
administrator. "We're disappointed

Continued on page 26

City raids loss reserves
to reduce budget deficit

By RHONDA L. RUNDLE

SAN JOSE, Calif.-Over the strong ob-
jections of its risk manager, the fourth-
largest city in California is raiding its
self-insured loss reserves for $3.8 million
to reduce a budget deficit.

Diverting loss reserves for general bud-
get use has been feared by public agency
risk managers who see their officials
scrambling to cover costs with reduced
tax revenues.

The San Jose City Council decided to
funnel nearly half of the $8 million in
general and automobile liability loss re-
serves into the 1982 fiscal budget, but
didn't touch the $12 million workers com-
pensation loss fund.

"The city's elected officials saw a large
pool of money sitting idly by and no tan-
gible sacrifice to be made by drawing on
it," says Edward J.L. Stevens, San Jose's
risk manager since January.

Self-insured loss reserves are under

heavy pressure in California public agen-

INSIDE: Page 2

Congress OKs tax deductions
for pension contributions

cies as city officials search for ways to
make ends meet since the state's Proposi-
tion 13 drastically reduced tax revenues.
It's the first time self-insured reserves

have been diverted for general budget
use, say risk managers in other California
public agencies, but they aren't surprised
by the San Jose council's action.

Mr. Stevens, however, was especially
disturbed that the council moved so

quickly that he had no chance to pur-
chase aggregate stop-loss insurance or to
investigate the possibility of retroactive
insurance, for which his broker says there
is a market.

The $8 million reserve for self-assumed
general liability losses has accumulated
over eight years through appropriations
by the city. Since the mid-19705, San Jose
has steadily increased its self-insured re-
tention levels to $950,000 per claim under
$25 million of layered excess insurance.

"It would not take many large settle-
ments to wipe out the $4 million remain-

Continued on page 25

No wedding bells
for A&A and Sedgwick

Page 3
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-update: 3 Court says drug makers
$50 million added to fund
Continued from previous page
surers pay 75% of liabilities costs and McDonnell-Douglas' insurers don't have to warn public
pay 25%, according to one of the reinsurers of the American policy
(BI, May 4)

Insurers for McDonnell-Douglas won't pay in this time under the By JERRY GEISEL ers' duty to warn the consumer, he added
terms of the settlement Plaintiffs attorney Jane M Grote of Dismore,

American's direct insurers have been asked to put up letters of COLUMBUS, Ohio-Makers of prescription drugs Shohl, Coates & Deupree of Cincinnati is disappointed
credit for $50 million instead of pouring cash into the fund set up at need only warn a doctor, not the patient, of risks asso- with the decision "We feel a drug company should
Citibank in New York However, some reinsurers have been asked ciated with their products, the Ohio Supreme Court directly warn consumers of possible risks," she said
to pay in cash, but they've been assured that they will receive has ruled. "This would offer more pro-

interest on their money until insurers cover their letters of credit In a case involving a manu- tection to consumers "

Some 130 of the 275 claims in the case have been settled facturer's responsibility to The case dates back to 1968

provide product warnings, the

Cayman Re, Muir sued state's high court also said Seley received a prescription
there must be a link between

NEW YORK-Cayman islands Reinsurance Corp, the only pub- the failure to warn and the

when 21-year-old Angela

from her Belleville, Ill, gyne-

--7-9
cologist for Ovulen, a birth

hcly held reinsurance company in Cayman, and John Muir & Co, specific inlury as it dismissed a control pill made by Searle

Cayman Re's stock underwriter, have been accused of scheming to $2 million product liability f.oco©Coon< Later that year, Mrs Seley

3hartesinunned iesnrrtet'en by Muir$48 million public offering to buy gialtag:Ds tSpearale&Colco //f 2 <3 0 0000 0  Die, Pa , where another phys-and her husband moved to

The suit, filed by Nancy Spector, a Cayman Re shareholder, con- Skokie, Ill ician renewed her Ovulen

tends that the firms violated securities laws by issuing a'false and In overturning an appellate £ 1 0 0 00009 1 prescription

misleading prospectus and by employing devices to defraud court decision, the court said a In February 1970, Mrs

Proceeds from Cayman Re's stock offering were invested in sev- manufacturer of prescription J Seley stopped taking Ovulen
eral companies underwritten by John Muir, including Basic Earth drugs satisfies its duty to warn
Science Systems Inc, Security America Corp, Brady Energy Corp of risks associated with the

and became pregnant The
same year, the Seleys moved

and Aneco Reinsurance Co product by providing warn- to Tulsa, Okla

Cayman Re, Muir and Federated Reinsurance Co recently were ings to doctors and not to con- During her pregnancy, Mrs
Illustration Leslie Gignilliat

sued by Aneco Re, a reinsurer based in Bermuda and a Muir client sunners Seley developed toxemia or
(BI, July 20) The suit claimed the three companies plotted to ac- "This is a very important decision," said Searle at- blood poisoning, a condition that can cause the blood
quire Aneco torney David Greer of Bieser, Greer & Landis in Day- pressure to soar Mrs Seley received medication and

Ms Spector's suit claims that Cayman Re's offering was condi- ton Manufacturers' liability would have been substan- her blood pressure returned to normal.
tioned on its agreement to purchase other securities brought to tially increased if the Supreme Court had not reversed In 1972, a year after giving birth to a boy, Mrs Seley
market by Muir an appeals court decision increasing the manufactur- Continued on page 7

17 more Hyatt claims filed
KANSAS CITY, Mo -Seventeen additional lawsuits have been 68,000 to share Chrysler profits

filed in federal and state courts since July 23 in connection with the
July 17 Hyatt Regency Hotel disaster (BI, July 27) Chryslen Corp last month re- lion, which will be shared by the rate of $1.50 for each $1 share

Two new suits were filed in U S District Court in Kansas City A ported its first quarterly profit in eligible employees Employees will not receive cash

$2 million suit was filed on July 23 by the wife and two children of several years, and employees are An employee must work during as part of the plan, the spokesman
William Longmoor, who was killed in the disaster On July 24, the hoping the automaker keeps up the at least 13 pay periods in 1982 to said, and it has not yet been deter-
wife and children of Roger Grigsby filed a $10 million suit good work qualify The more he works, said mined whether the employee will

A total of five suits have been filed in federal court as of July 29 Some 68,000 United Auto Work- the spokesman, the greater share be able to cash in the stock
Fifteen additional suits have been filed in Jackson County Cir- ers members employed by of the profits he will earn Chrysler also maintains an Em-

cuit Court since July 23, bringing to 20 the number of actions filed Chrysler in the United States and Employees will receive their ployee Stock Ownership Plan for
in that court since the catastrophe Canada will participate in a new profit-sharing compensation in the its union and non-union employ-

profit-sharing plan They will re- form of Chrysler stock or as a ees The spokesman did not know

Biannual COLA increases cut ceive a 350 payment on Oct 16 as credit toward the purchase of a if the two plans would be coordin-
the first step in the plan U S or Canadian vehicle at the ated .

WASHINGTON-The biannual cost-of-living increases added to The plan, which must be ap-
the pension benefits of retired federal employees and military per- proved by the federal Chrysler
sonnel will be cut to once a year, under legislation approved by Loan Guarantee Board, will pro-
House-Senate conferees. The cutback is expected to save the fed- vide compensation to qualified em- Pension tax write-offs OK'd
eral government more than $1 billion in retirement costs. ployees in 1983 based on the com-

pany's 1982 profits By JERRY GEISEL

Fremont sued by former exec Eligible employees will share an
amount equal to 15% of Chrysler's WASHINGTON-Employers will be able to encourage employees

LOS ANGELES-F Nelson Chaffin, a former executive of Fre- 1982 profits in excess of 10% of the more to share in the cost of retirement benefits now that Congress

 mont General Corp., is suing the insurance holding company, company's net worth in 1982 has approved tax deductions for employee pension contributions.
2 claiming it defrauded some association policyholders out of workers A UAW spokesman provided the As part of the massive tax-cut legislation, both the House and the

compensation premium dividends following example of how the for- Senate voted last week to give employees covered by pension plans
Mr Chaffin alleges he was fired for attempting to investigate a mula works, based on an assump- a choice, beginning Jan. 1, of receiving a tax deduction for volun-

company policy of withholding dividends from group policyholders tion that, Chrysler makes a $200 tary contributions to a corporate plan or to an Individual Retire-

that switch insurers The suit, filed in Los Angeles Superior Court, million profit this year and ends up ment Account.

seeks $100,000 in general and $2 million m punitive damages with a net worth of $800 million· Under the current law, an employee covered by a corporate pen-
• Chrysler profits in excess of sion plan is not allowed to set up an IRA. In addition, tax deductions

Asbestos trials may start soon 10% of net worth would equal $120 are not allowed for employee contributions to employer-sponsored j
million Cont:nued on page 30

SAN FRANCISCO-California Supreme Court Justice Rose Bird • 15% of that figure is $18 mil- 1

will appoint a trial Judge in the next three weeksto hear four
coordinated asbestos cases, predicts Victor B Levit, attorney for
The Travelers Insurance Co (BI, April 13) Court says stress benefitsThe court also is expected to rule on alignment of parties, a
crucial decision m coordinated cases Most of the parties in these
cases, involving disputed claims liability, favor a division pitting
insurance companies against policyholders

Both sides may file challenges to the appointment of the coordi- apply only to job pressure
nation trial Judge, according to rules set by the court A final selec-
tion iS expected before September with pretrial hearings likely to By CAROL G. BLITZER
begin 30 days thereafter and EILEEN NORRIS . f'rl •

PORTLAND, Ore -Workers in Oregon seeking compensation
r&.4

index for Job stress now will have to prove their disability was caused , du.8
by pressures they wouldn't ordinarily encounter off the job t'& '. Zf.

A state Supreme Court decision earlier this year established a
new standard for determining eligibility for stress-related work-

Action line 18 Perspectives 19 ers compensation benefits under the state's occupational disease 19 4 Y. 2 4,

Around the states 6 Products & services 22 statute

Benefit beat 4 Washington 12 Now, the state Workers Compensation Board must apply the
BI ticker 31 Worldwide 14 new standard in six cases remanded back by the high Court in its
Classifieds 28 Vol 15 , No 31 -Bustnbss In- decision. The first decisions are expected within two months. salb*A 4*t
Comings& goings: buyers 13 surance (ISSN 0007-6864) 18 pub- The effect of the standard established by the court decis on, 54"U/*'2£f

4

Comings&goings: industry 24 lished weekly at 740 Rush St , employers and insurers say, will be to dismiss frivolous occupa-
Datebook 21 Chicago, Ill 60611 Second-class tional disease claims involving stress that may have been gen-
Editorial opinions 8 postage is paid at Chicago, Ill, and erated or compounded at home or outside the workplace Oregon
Info 23 at additional mailing offices Post-

----now has the highest workers compensation rates in the nat on -

Insurance services guide 30 master Send address changes to Some sources say the Jan 20 Supreme Court decision doesn't
Legal briefs 20 Business Insurance, circulation establish a new standard but merely reaffirms the intent of a
Letters 8 department, 740 Rush St, Chi- statute that had been liberalized and misinterpreted in earlier Y*r
London line 18 cago, Ill, 60611 Copyright 1981 by decisions

Markets 15 Crain Communications Inc The major case cited in the court's_ decision was Dianne L.
- - » -Cont:nued on page 29 Illustration John Sandford
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Ban on cost containment City jumps
won't stop Blues efforts into trouble

By JOHN MAES stated that Blue Cross breached its contract with safety bag :with the hospitals by unilaterally imple-
CINCINNATI-Blue Cross/Blue Shield of- menting the cost-saving programs in No-

.

ficials say its cost-containment programs vember 1980 By EILEEN NORRIS
around the country will not be threatened by However, BC/BS attorneys in Chicago said + 1'' 4
a court ruling that ordered one of its plans to the situation was "peculiar to Ohio" and does MOLINE, Ill -Sometimes it doesn't
suspend five such programs in 86 Ohio hospi- not pose a threat to cost-containment efforts pay to Jump into things feet first
tals elsewhere Consider the 50-year-old secretary who

Hospital Care Corp, a Blue Cross plan The plans have not unilaterally set up pro- works for this city of fewer than 50,000
based in Cincinnati, has withdrawn the dis- grams in any states other than Ohio, they people who, along with about 400 others,
puted programs and will pay some $200,000 said volunteered to test Jump into an inflatable
in denied reimbursements to the hospitals Jewish and Bethesda Hospitals in Cincin- rescue bag the city had purchased for fire
after a court ruled the programs were a con- nati filed the lawsuits challenging the Ohio emergencies The woman, said to be an
tract violation prograrns athletic type, fractured her spine and -

Blue Cross, which said it was operating The cost-containment measures included ankle in several places
1.

under a 1976 mandate of the Ohio Legisla- denial of payment for room and board for Apparently, Mayor Robert W Ander-
ture to show good faith in health care cost plan members admitted to hospitals on son's temporary secretary was overly
containment, will attempt to negotiate van- weekends unless doctors could show why the concerned with keeping her dress intact
ous cost-containment programs separately weekend admission was necessary Reim- as she took the test plunge from the The Answer
with the hospitals bursement for dental care admissions also third-story roof of the city's Emergency

The court ruling, handed down this spring was eliminated Center

in Hamilton County Common Pleas Court, Continued on page 26 Instead of Jumping, as instructed, with marshmallow-like bag, and three other
her legs straight out in front of her to employees reported slight sprains, Mr
make a sit-down landing, she "jumped Wieck said

A&A, Sedgwick cancel feet first with her toes pointed," said the The neighboring city of Rock Island,
city's risk manager, Michael Wieck which was to show off the rescue bag at

As a result, Moline has ended up with a its Summerfest celebration, had to cancel
workers compensation claim, which will those plans after the owner of the build-

their plan to join forces be covered under its $150,000 self-insured ing from which the Jumpers were to leap
retention, he said heard of Moline's potential hablity prob-

Even though the woman was a tem- lems
porary employee, she had previously The air bag, which was purchased as a
served full-time as the city administra- loss-prevention measure to aid residents

By KATHRYN J. McINTYRE tor's secretary and remained on the pay- who could be trapped by fire in the city's
roll to fill in on a part-time basis, he said several high-rises or tall hotels, has given

As royal wedding bells were chiming and the The city decided it would approve her the city of Moline a whole lot of bad pub-

f
champagne poured in London for the marriage of medical bills, but it might be facing a few licity and a "black eye," Mr Wieck said
Prince Charles and Lady Diana, Alexander & Alex- other medical claims as well But he is instituting more loss control
ander Services Inc and Sedgwick Group Ltd broke Sir members of the city police and fire A handy list of air bag "dos and don'ts"
off their engagement to become equal partners in a departments have filed accident reports has been prepared for the city's fire-

4,
"megabroker" marriage stemming from their test Jumps Two men fighters and police officers They will be

Tax problems came between the second-largest broke their eyeglasses when they rolled the only ones allowed to practice jump
U S broker and London's largest broker, leaving over on the spectacles, which were stored into the rescue bag

\ A&A as one of the few leading U.S brokers without in their pockets, as they got off the rescue "It's something we should have done
' a financial partner in the London market (See re- bag before " Mr Wieck said of the instruction

lated story, page 30) One employee reported a friction burn list, "but I still think the bag is a fantastic
The split was not unexpected A&A President from a rough landing in the 10-foot-deep, safety device "

John A Bogardus Jr hinted last month that tax
it ., problems could stop the planned merger (BI, June

29) And Sedgwick Chairman Neil Mills made it
clear that only a merger of equals and not a take-

JOHN BOGARDUS over would satisfy his company Florida regulator wants
A&A wouldn't say if it would look for another

merger or acquisition candidate in London, noting
the end of the merger talks will not affect current
joint ventures between A&A and Sedgwick or 15.6 % comp rate cut
Sedgwick's service of A&A accounts in the London
market By STEVE SHERWOOD make a decision on refiling in about six

Most stock analysts-whose reaction to the news weeks

ranged from disappointment to relief-say that TALLAHASSEE, Fla -Florida employers Besides requesting a 28% rate reduction,
A&A must pursue the international insurance mar- can look forward to a workers compensation the NCCI also proposed a change in the
ket to compete for multinational clients and to grow rate reduction of almost 16% if Insurance workers compensation premium discount
in the 1980s Commissioner Bill Gunter gets his way plan Under the proposal, the discount sys-

The end of the 21/2-year courtship between A&A Mr Gunter last week ordered the National tem would be expanded to Include any em-
and Sedgwick announced last Thursday would have Council on Compensation Insurance to refile ployers who pay at least $1,000 in premium a
been announced Wednesday if London hadn't been for a 15 6% rate reduction after he rejected year Now the cutoff is $5,000
closed for business to celebrate the royal wedding the rating bureau's proposed 28% rate cut Mr Gunter was highly critical of the

The two brokers had to call it quits on their The commissioner's office says he will not NCCI's filing in his announcement
4* * merger when their financial advisers decided that compromise on the size of the reduction The "The NCCI underestimated the impact of

6.:

the tax penalties on the proposed structure of the NCCI has 30 days to refile for a rate reduc- investment income" in coming up with its
new company were too onerous tion of 156% or more, or withdraw its filing, proposed fihng and "largely ignored down-

"There was no way we could put together a finan- the commissioner's office said ward trends in loss estimates," he announced
cial deal that would have been good for both com- If the commissioner's request is heeded, lt July 28 Mr Gunter also found that the
panies," conceded Frank R Wieczynski, A&A Ser- would be retroactive to July 1 NCCI gave insufficient weight to recent data
vices Inc vp and secretary "Once you took out for The NCCI says its classification and rate reflecting Florida's improved loss experience
taxes what was necessary, there weren't enough committee, which includes worker compen- under its wage-loss law and that the quality
pieces of the pie left " sation insurers and NCCI staffers, will study of data was below acceptable standards

Continued on page 30 the insurance commissioner's order and Continued on page 27

States switching negligence doctrines
By STEPHEN TARNOFF comparative negligence for appor- April 17 It currently is law in defendants according to their rela- desirable distribution of loss, is de-

tion damages in liability cases, the nearly 40 states Most have adopted tive percentages of fault Under a manded by today's society," the
CHICAGO-In mid-July, a Cook truck driver's family got 75% of it in the last decade contributory negligence system, if court said

County Circuit Court Jury awarded what the Jury thought the damages Besides Illinois, New Mexico the plaintiff is even the slightest "We cannot continue to ignore
$1125 million to the family of an were adopted comparative negligence in degree at fault, he could not re- the plight of plaintiffs who, be-
Illinois truck driver who was If the doctrine of contributory February while a Colorado statute cover anything cause of some negligence on their
killed by a train as he drove across negligence had been applied, the applying the doctrine to product 11- And while Juries often circum- part, are forced to bear the entire
railroad tracks Jury might not have awarded any ability cases went into effect July vented the contributory negligence burden of their injuries "

The jury, convinced that the damages because the truck driver 1 rule to prevent harsh ludgments Illinois adopted a "pure" com-
train was going too fast and that was found partly at fault for the against the plaintiffs, deserving parative negligence doctrine that
there was inadequate crossing pro- accident Not everyone is in favor of the plaintiffs were often left without allows a plaintiff to recover dam-
tection, awarded the money even Plaintiff's attorney Joseph A movement, however, and lt lS too any recovery ages even if he was 99% negligent
though it also believed the victim Power Jr conceded that without early to tell how this shift will af- It was such "harsh and unjust re- Most states have adopted variations
had a clear view of the train comparative negligence, the case feet litigation and, ultimately, in- sults" that the Illinois Supreme of a "modified" form Wisconsin,

Six months ago, the family would have been tougher to win surance rates, observers say Court addressed in its decision for example, bars recovery if the
might not have received anything "There's no doubt about that " Under the doctrine of compara- "We believe that the concept of plaintiff is more than 50% negh-
But because the Illinois Supreme Illinois became the latest state to tive negligence, a jury may appor- comparative negligence, which gent
Court has adopted the doctrine of adopt comparative negligence on tion damages among plaintiffs and produces a more Just and socially Continued on page 28
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Du Pont dental plan now covers retirees
Du Pont Corp. has extended its

prepaid dental coverage to include
an assistance plan for eligible pen-
sioners, survivors and dependents.
The new coverage is identical to
that provided DuPont employees.

Covered expenses under the as-
sistance plan, which became effec-
tive June 1, include routine oral
examinations and cleaning, dental
X-rays, restorations, extractions
and oral surgery, endodontic treat-
ment, periodontal treatment,
prosthodontics and orthodontics.

The plan includes a $750 per
person annual limit for services
other than orthodontics, which has
a $500 per person lifetime limit.

The plan is administered by
Connecticut General Life Insur-

ance Co. Claims for pensioners and
survivors will be handled by Con-
necticut General's Wilmington,

Del., office.

benefit beat

Sporting goods
Employee benefits are becoming

increasingly important in attract-
ing and keeping good employees in
the sporting goods industry, espe-
cially for large companies that are
able to afford a variety of benefits,
an industry publication says.

Large sporting goods stores with
annual volumes of more than $1
million tend to offer better benefits

to employees, according to a study
by The Sporting Goods Dealer.

Sixty-four percent of all sporting
goods retailers with sales of $1 mil-
lion or more said they found bene-

fits were more important in at-
tracting good help, while mly 45%
of retailers with sales of $300,000 or
less thought benefits were impor-
tant in luring workers.

The most important benefits, ac-
cording to the survey, are em-
ployee merchandise di:counts,
which are offered by 921 of the
sporting goods retailers polled.
Paid vacations were ranked second

in importance by the retailers,
with medical insurance aid profit-
sharing following.

Cost of benefits

Basic employee benefits-such as
pensions and group medical and

life insurance plans-are costing
U.S. companies an average of 12%
of total payroll, according a Wil-
liam M. Mercer Inc. survey.

Among the industry groups sur-
veyed, the average cost of basic
benefits is highest for the utility in-
dustry at 13.8% of payroll and
lowest for retail and wholesale

merchandisers at 5.7%.

Companies in the Northeast
have the highest average benefit
cost at 11.2% of payroll, while com-
panies in the South Central region
have the lowest figure at 8.7%.

The survey also indicated that
the average cost of employee ben-
fits approaches 18% of payroll if
employers' Social Security costs
are added.

The Mercer study was based on
the responses of more than 400
U.S. companies.

What aboutDental?

It's come to be a common

question "What about

Dental?" An entire
case may depend on your
answer, so you want to
get it right.

Fortunately, 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 flouride

treatment and then add

Restorative Services like

fillings and extractions.
Many firms will also want
to include Major
Restorative Services

such as crowns and

bridges and then complete
their coverage with
Orthodontics for children.

These clients may choose
benefits on either a

scheduled or Reasonable

and Customary basis.

Firms with 10 or more

employees can include
one of several available

Dental Plans along with

*CROWN
LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

an¥ Health Plan other
than Weekly Income in the .
Crown Employee Benefit
Packages.

Ask us about Dental.

Contact your local Crown
Life Group Office, or
sirrply fill in the coupon
below.

Crown Life Insurance Co.,

Group Marketing Dept,
120 Bloor St East,

To-onto, Ontario M4W 188

NEme

Ccmpany

Acdress

City
State Zip

Ptone
Bl 3/8/810

Post-retirement work

New Labor Department regula-
tions may prohibit employers from
permanently withholding monthly
pension benefits from employees
who work past retirement age or
return to work -for the company
after retirement.

Companies are permitted to sus-
pend monthly pension benefits for
such employees, but the new regu-
lations, which became effective

Aug. 1, require companies to reim-
burse them unless they fall into a
special category.

Robert Schnitzer, vp and man-
ager of retirement benefits prac-
tices for Olanie Hurst & Hemrich

in Los Angeles, said companies
with non-contributory plans may
permanently withhold employees'
monthly pension benefit only
when they work at least 40 hours
in a calendar month after either

reaching retirement age or return-
ing to work after retiring. They
must work for their pre-retirement
employer, or in the case of a mul-
tiemployer plan, an employer in
the same industry, craft or geogra-
phical location.

If an employee does not meet
these criteria, Mr. Schnitzer said,

the pension benefits may be tem-
porarily withheld but not forfeited.

Upon subsequent retirement, he
said, the employee must receive ei-
ther a lump-sum payment equal to
the omitted payments plus interest
or an actuarial adjustment to his
previously accrued retirement ben-
efit.

The same rule applies to contrib-
utory pension plans in which the
employee makes a mandatory con-
tribution, Mr. Schnitzer said. In

such cases, the employer must pro-
vide a lump-sum payment or actu-
arial adjustment to the employee-
provided benefit upon subsequent
retirement.

Up until now, he said, few if any
companies have tried to make up
retirement benefits that an em-

ployee misses by working past re-
tirement age or by returning to
work after retirement.

"Nobody is doing that now," he
said.

The regulations also includes de-
tailed notification requirements for
affected employees.

Mr. Schnitzer said he bases his

anaylsis on an "interpretation" of
the regulations. While other con-
sulting firms may have different
assessments, Mr. Schnitzer said he
is "very confident" that his inter-
pretation is correct. .

23 catastrophes
cost $589 million

NEW YORK-Property/ca-
sualty companies paid out $589
million in property damage claims
during the first half of 1981 as a
result of 23 catastrophes, accerding
to the American Insurance Assn.

That figure was equal to the
amount paid out in the first half of
1980 for 31 such occurrences.

The Insurance Information Insti-

tute defines a catastrophe as any
occurrence where the expected in-
sured loss is likely to exceed $1
million. That figure will be in-
creased to $5 million on Jan 1.

The most severe catastrophe in
the first half of the year took place
May 7-10 when wind, hail and
tronadoes in Texas, Oklahoma,
Kansas and Louisiana resulted in

property damage of more than
$200 million.

The largest non-weather catas-
trophe occurred Feb. 10 when a
fire at the Las Vegas Hilton hotel
resulted in insured property dam-
age of $30 million. .



Reinsurance
funds flow
overseas

WASHINGTON-U.S. insurers

netted $922.1 million in reinsur-
ance premiums for coverage sold
in foreign countries in 1980, but
still failed to equal what U.S. in-
surers paid to foreign reinsurers.

U.S. firms reinsuring foreign
risks received net premiums of
$922.1 million, paid out $671.1 mil-
lion in losses and had net receipts
of $251 million, according to the
U.S. Commerce Department's Bu-
reau of Economic Analysis.

But at the same time, U.S. insur-

ers paid out more than $2.1 billion
in net premiums (premiums minus
commissions) to foreign reinsurers
in 1980, the largest amount in the
department's reporting history.

Most of these payments, $751
million, went to Bermuda rein-
surers, while British reinsurance
companies received $636.9 million
in net premiums, according to the
department.

U.S. insurers recovered $1.136
billion in losses on the $2.1 billion
in net premiums they paid to for-
eign reinsurers, resulting in U.S.
payments of $966 million for rein-
surance of U.S. risks accepted
abroad.

The Commerce Department cau-
tions that the reinsurance payment
results are meant to show the ef-

feet of reinsurance transactions on

the·nation's balance of payments.
rhey are not meant to indicate the
underwriting results of the report-
ing companies.

Comparing the net U.S. re-
ceipts of $251 million with the net
U.S. payments of $966 million, the
effect of all 1980 international re-

insurance transactions was a net

outflow of $715 million to foreign
reinsurers.

The Commerce Department in-
surance statistics indicate long-
term trends in underwriting, with
the growth of U.S. reinsurance
payments outstripping receipts.

In 1950, the first year for which
figures are available, foreign insur-
ers received $129.7 million for
reinsuring risks of U.S. companies.
By contrast, the U.S. insurers re-
ceived only $17.5 million for rein-
suring the risks of foreign un-
derwriters.

The Commerce Department
breaks down the payments and re-
ceipts from abroad to show trans-
actions with the European Eco-
nomic Community, the United
Kingdom, Canada, Japan, Switzer-
land, Latin American republics,
Bermuda and other Western Hemi-

sphere countries.
The statistics in this year's study

are preliminary and will not be
finalized until next year's report is
released in June or July. i

Insurance college
registration set

NEW YORK-Registration for
the fall semester at The College of
Insurance will be Sept. 8-10.

Classes in insurance, business
administration and liberal arts will

begin the week of Sept. 14 and end
by Dec. 23. The college offers eve-
ning division classes that are held
during lunch hours and after 5
p.m. for those who continue to
work while attending classes.

The college offers programs
leading to associate, bachelor's and
master's degrees and a professional
certificate program. The college
also offers special courses for
agents and brokers, acutuarial ex-
aminations and CPCU and CLU

programs.
Registration will be held from

11:30 a.m. to 2 p.m. and from 4:30
to 6 p.m. on the college's campus,
123 William Street in New York. •

Brokers deny insurance certificates
By LEN STRAZEWSKI

NEW YORK-A disclaimer ad in this

week's Business Insurance caps seven months
of investigations into allegedly phony insur-
ance certificates naming Lloyd's of London as
the insurer of substandard property in New
York.

Although only one claim for about $4,000 is
outstanding, according to Lloyd's U.S. general
counsel, LeBoeuf, Lamb, Leiby & McRae,
Lloyd's, Lloyd's broker Alexander Howden
Insurance Brokers Ltd. and a Howden subsidi-

ary are denying all certificates issued by the
Commander Agency Ltd.; Stuart Bernbach,
Commander's principal; and New Jersey sur-
plus lines brokerage Louden-French Ltd.,
which allegedly provided Commander with
the certificates.

Richard Marshall, president of Louden-
French, along with four other brokers, pre-
viously was charged with fraud in New York

for his role in placing substandard property
risks with the Sasse Syndicate at Lloyd's. The
indictment cited him as Richard Mammarella,
not using the Marshall alias, according to the
U.S. Attorney's office (BI. May 18).

Louden-French, which is no longer in busi-
ness, also was the broker for Interpool Ltd., a
New York container-leasing firm that was
sued by The Home Insurance Co. over policies
placed by Louden-French. The Home charged
Interpool and Louden-French with fraud and
misrepresentation of the loss history of some
containers and denied coverage.

Interpool countersued and no criminal
charges were brought against any participant
(BI, May 11).

This latest round of denied coverages and
conflicting stories came to light early this
year, according to Lloyd's attorneys. A mort-
gagee of commercial property in the Bronx
contacted the LeBoeuf, Lamb to verify cover-
age allegedly held by Lloyd's and brokered by

Halford, Shead & Co., a division of Alexander
Howden that formerly marketed jewelers
block coverage.

The certificate was issued by the Com-
mander Agency.

Halford, Shead denied that coverage and
several other certificates later presented to
LeBoeuf, Lamb.

By April, more certificates labeled "Com-
panies Collective Policies" and naming
Lloyd's underwriters were uncovered. They
also were denied.

Also that month, as part of an ongoing in-
vestigation into the Commander Agency, the
New York Insurance Department ordered Mr.
Bernbach, Commander's principal, to cease
and desist from operating as an excess/surplus
broker since he was not then a licensed broker

in New York nor was he licensed when the

certificates were delivered.

Mr. Bernbach told investigators that Lou-
den-French brokered the policies.
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Number one administrator for

prescription drug claims.
Hundreds of the World's largest

organizations, public and private,
provide the PCS Card for 6 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

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

major insurance companies, Health
& Welfare Funds, and employers of
all kinds and sizes.

PCS is the number one adminis-

trator of prescription drug benefit
programs; and, has been for more
than a decade. There are several

reasons. One is the growing net-
work of42,000 + member pharma-
cies in the U.S., Canada, Puerto

Rico and the Virgin Islands. And, in
spite of the literally millions of claims

The Number One Centralized Administrator

for Prescription Drug Claims Everywhere

PCS
PHARMACEUTICAL CARD SYSTEM, INC.

a Foremost-McKesson Company

Mail to:

Robert W. Field. CLU

Vice President. Sales and Marketing

Pharmaceutical Card System. Inc.
2005 North Central Avenue

Phoenix, AZ 85004

constantly flowing from these phar-
macies, PCS has never missed a

payment to its member pharmacies.
The Bottom Line is simply this:

PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan

offers simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 t6day.
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E] I'd like to get the complete PCS Story. 81-1 
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Pennsylvania revises black lung rates
HARRISBURG, Pa.-The Penn-

sylvania Insurance Department
has revised its rates for black lung
occupational disease insurance
purchased by anthracite and bitu-
minous coal mine operators.

The changes include a rate dif-
ferential between the anthracite

and bituminous coal mining opera-
tions. The insurance industry
sought to rate anthracite and bitu-
minous mines separately because
of the higher frequency of black
lung insurance claims from anthra-
cite coal miners.

The overall effect of the new

rates will be to reduce annual pre-
miums for black lung insurance by
more than 12%.

Fire regulations
NEW ROCHELLE, N.Y.- Gov.

around the states
Hugh Carey has signed a bill re-
quiring communities to adopt state
fire and building codes.

The legislation requires all New
York municipalities to adopt the
state building construction and fire
prevention codes by March 1, 1982.
The bill also creates a 17-member

council to develop a stricter state
fire code to go into effect in 1984.

The law also requires state ap-
proval of any retroactive regula-
tions, such as installation of sprin-
klers in existing buildings or the
removal from buildings of con-
struction materials thought to be
flammable.

The governor signed the bill
near Stouffer's Inn in Westchester

County, the site of a flash fire Dec.
4 that killed 26 executives.

Blue Shield rate hike
HARRISBURG, Pa.-The Penn-

sylvania Insurance Department
has approved a $32.2 million rate
hike covering Pennsylvania Blue
Shield's community-rated medical
and surgical group and non-group
plans.

However, the department denied
a request by the company to in-
crease rates for its 65-Special Plan.

Rates for the medical and surgi-
cal plans will rise an average of
24% for some 1.7 miLion subscrib-

ers. The department said the in-

D

crease was justified by rising medi-
cal costs and increased use by sub-
scribers. The amount approved is
$12.5 million less than that origi-
nally sought by Blue Shield.

Deputy named
SACRAMENTO, Calif.-Frank

L. Damon has been appointed Cali-
fornia's chief deputy insurance
commissioner.

Mr. Damon, 37, was most re-

cently assistant corporate counsel
of Mission Insurance Group.

Mr. Damon, who assumed his
new duties late last month, will
head the department's Los Angeles
office.

Conversion plans
ALBANY, N.Y.-Gov. Hugh

Sure.

Because we do it right
the First time.

So you can doyour job in lesstime and spend
more time doing the things you like.

We have a three-decade reputation for quality
and service. Policyholders like the professional
way we meet their needs-in our specialties of
Workers' Compensation and Hospital Liability,
and in our other lines of coverage. They like the
security of Argonaut's experience. We're a carrier
clients come back to.

Our agents and brokers like what they find at
Argonaut, too: unusually responsive people and
fast answers. They get the kind of service that
makes their work easier and helps them finish
faster.

Need time for the other important things in your
life? Find it with help from Argonaut.

Vrgonaut.
Where people take your business serusly.
National Specialists in Worke·s' Compensation and Hospital Liability.
250 Middlefield Rd., Menlo Park, CA 94025 (415) 326-0900

Carey has signed a pair of bills
authorizing the conversion of cer-
tain mutual insurers into domestic

stock insurers.

The legislation permits the con-
version of mutual casualty, surety,
fire or marine insurance com-

panies. A conversion plan, if ap-
proved by the state superintendent
of insurance, must be adopted by a
two-thirds vote of the company's
policyholders to become effective.

The measures provide safe-
guards to assure the integrity of
new stock insurers, including a
prohibition against redomestication
outside the state for 10 years.

Retirement study
HARRISBURG, Pa.-Gov. Ri-

chard Thornburgh has signed leg-
islation that will establish a com-

mission to study all public em-
ployee retirement systems in the
state.

Commission responsibilities in-
clude:

• Recommending a recovery
program to shore up financially
ailing municipal pension systems.

• Monitoring and evaluating the
financial condition of public pen-
sion plans.

• Monitoring and evaluating
existing Pennsylvania retirement
laws.

"Liabilities facing municipal
pension funds, especially in many
of our cities, are very serious,"
Gov. Thornburgh said.

"Unless remedial action is taken

soon, the fiscal solvency of these
communities could be under-
minded, and a default in the obli-

gation to pay benefits may well
occur."

Fire relief fund
TOPEKA, Kan.-More than 400

paid and volunteer fire depart-
ments in Kansas and the Kansas

State Fire Fighters Assn. Inc. will
soon receive more than $2 million
as part of the state's 85th annual
distribution of firefighters' relief
tax funds.

The fund is collected from insur-

ance companies licensed to operate
in Kansas and is based on the fire

premium written on property
within the corporate limits of qual-
ified cities, townships, counties and
fire districts, according to state
Commissioner of Insurance

Fletcher Bell.

Fire departments receiving
money from the fund can use it for
payments to firefighters injured in
the course of duty.

A portion allocated to the fire-
fighters association finances re-
gional fire, special hazard and
arson schools conducted by the as-
sociaton.

Work comp fees
SACRAMENTO, Calif.-Physic-

ians' fees for treatment of injured
workers in California will increase

an average of 33% next year, based
on medical fee revisions adopted
by the state Division of Industrial
Accidents.

The revised Official Medical Fee
Schedule will cover medical treat-

ment beginning Jan. 1. Workers
compensation benefit increases and
insurance rate revisions also will

go into effect on that date.
The new schedule will increase

payments by insurers to physicians
by an estimated $130 million over
1980 payments and increase em-
ployers' compensation costs an av-
erage 6.8%, according to the state
Workers Compensation Insurance
Rating Bureau. However, the total
cost to most employers is not ex-
pected to rise that much because of
an expected overall decrease in
premium rates on Jan. 1. •
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Program aims to trim health care costs
By WILLIAM BOOTH

NEW YORK-In an effort to

control the escalating cost of health
care premiums for its group policy-
holders, Connecticut General Corp.
is offering employers a new cost-
containment program.

Connecticut General's pilot pro-
gram dubbed REMEDI rigorously
monitors hospital stays and pays
for only those services approved.

Besides using hospital utilization
review committees to monitor hos-

pital stays, REMEDI employs sec-
ond surgical opinions, pre-admis-
sion testing and more thorough
health education in an effort to cut

hospital costs before they occur.
"The need for a multifaceted ap-

proach to holding the line on
health care costs has become pain-
fully obvious," says Jack Sinton,

Drugmakers
need not warn

consumers
Continued from page 2
and her husband moved to Cincin-

nati where her new gynecologist
renewed her prescription for Ovu-
len.

On Jan. 27, 1973, Mrs. Seley suf-
fered a stroke that left her left side

numb and partially paralyzed.
The Seleys sued Searle charging

that the manufacturer's warnings
that accompany Ovulen are defi-
cient because they fail to warn that
women with a history of toxemia
during pregnancy are more likely
to have a stroke if they used birth
control pills.

But Mrs. Seley's Cincinnati gyn-
ecologist testified during the trial
that she never told him that she

had had toxemia.

Without that knowledge, Mrs.
Seley's gynecologist could not have
warned her of the risks even if

Searle had provided the type of a
product warning the Seleys said
was necessary, the court said.

"Where, as here, an adequate
warning would have made no dif-
ference in the physician's decision
as to whether to prescribe a
drug... the required proximate
cause between the warning and the
ingestion of the drug is lacking,"
the court said.

Mrs. Seley also testified that
she had received a Searle-prepared
pamphlet containing warnings and
instructions for Ovulen. The pam-
phlet was written in easy-to-read
language and was distributed to
users of the pill.

Having voluntarily provided
such warnings, Searle could be
held liable if the warnings did not
provide a full explanation of the
risks of taking Ovulen and if Mrs.
Seley relied on those warnings, the
appellate court ruled.

But the state Supreme Court re-
jected the appellate court argu-
ment. "The voluntary duty doc-
trine, however, has no application
to cases based on failure to provide
adequate warnings with prescrip-
tion drugs," the court said.

This rule, the court noted, is

based on the theory that a phys-
ician acts as a "learned interme-

diary" between the manufacturer
and the consumer.

The patient is expected to place
primary reliance on the physician's
judgment and to follow his advice
and instructions on using a pre-
scription drug, the court said.

Although the brochures are
designed to benefit consumers, a
prescription drug manufacturer
that voluntarily prepares such
pamphlets does not extend the
scope of its duty to warn, the court
said. i

manager of Connecticut General's
Seattle group office.

Health care claim costs and

group health insurance rates con-
tinue to rise despite employer and
insurer efforts to control them. The

Connecticut General plan, called
REMEDI as the acronym for Re-
ducing Excessive Medical Expenses
Through Direct Involvement, pulls
together in one program the tactics
to fight rising health care costs re-
commended in the past by many
health care experts.

Connecticut General will use

existing professional standards re-
view organizations to determine if
a hospital admission is necessary, if
the length of the patient's stay is
appropriate and if the extent of the
hospital services rendered are cor-
rect, explains Ronald Whalec,

director of health care programs
for Connecticut General.

If a patient remains in the hospi-
tal longer than the stay recom-
mended by the PSRO without suf-
ficient medical cause, both the pa-
tient and his physician are advised
that the additional costs may notbe
covered by Connecticut General.

Mr. Whalec says each case is
considered separately and an ap-
peal process exists. "The thing isn't
designed to throw people out of the
hospital," he says. "It's designed to
stop people from checking in on
Friday for elective surgery that
won't happen until Monday morn-
ing. It's to stop abuses."

Although the American Medical
Assn. intially opposed the creation
of hospital utilization reviews some
years ago, an AMA spokesman says
the organization has no complaints

as long as the review process is
being handled by physicians.

Under second surgical opinion
programs, a patient seeks the opin-
ion of another doctor before un-

dergoing recommended surgery.
Under pre-admission testing pro-
grams, hospital patients are admin-
istered testson an outpatient basis
when possible to reduce the costly
hospital stays.

The effectiveness of any one of
these measures is still uncertain,

but risk and benefit managers in-
volved with the pilot program say
they are optimistic it will help con-
trol health care costs.

"Up until now, group insurance
has been a blank check for the

medical industry," says Morton
Vogel, director of risk manage-
ment for Avnet Inc. in New York

5
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MR. R. G. WILLIAMS, GENERAL MANAGER, MEDIBANK.

City. The company joined the
REMEDI program five months
ago to cut claims costs.

Mr. Vogel says he supports sec-
ond surgical opinions and the hos-
pital review system. "Hospitals are
one of the only places where no
one will ask the price," he says.

When Florida Coast Banks Inc.

found its claims costs increasing, it
gave its support to the REMEDI
program in the hopes of teaching
its employees about medical care
alternatives that offer cost savings.

After just three months in the
program, Personnel Vp Edward
Binkerd says, "It's like an advertis-
ing campaign. It's difficult to estab-
lish what part of your cost reduc-
tions can be attributed to the pro-
gram. But we feel positive about it.
It appears we are starting to suc-
ceed." •
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How well does CAS *

handle Health Claims?

Ask a professional.

A year ago, Australia's
Medibank Private ** chose

CAS to serve its 3,000,000
members. When the system first
went online, Mr. R. G. Williams,
the General Manager, wrote:
"We went live with CAS today
and it is working without a
hitch."

But what does he think of

CAS now? After 12 months

on-line "A success like this

gives me deep satisfaction,"
reports Mr. Williams today. And
his distinguished career includes
such achievements as setting up
Australia's first computerized
social security system in the
60's and building a $350 million
business in health insurance

from scratch in less than 4

years.

He continues: "Compared to the
previous computer system used

*CLAIMS ADMINISTRATION SYSTEM

* *THE AUSTRALIAN HEALTH

INSURANCE COMMISSION

by Medibank Private for health
claims, CAS is better, more effi-
cient, and far easier to work
with. Thanks to our own and

SDC® personnel the implementa-
tion was smooth as silk; our ser-
vice to members is fast, efficient
and accurate; and our 180

offices throughout Australia dur-
ing this past year have received
many compliments as a result.

It's been my business to find
and install the best possible
system in Australia; I believe -
CAS is the best !"

Over 30 of the largest U.S. com-
panies have long relied on CAS.
Shouldn't you get the facts on
how you can slash your com-
pany's health claims administra-
tion costs while achieving com-
puter speed and accuracy in
settling your employees' claims?

For more information, clip this
coupon to your business card or
letterhead and mail to nearest .
CAS office. Or, call direct.

r To: System Development Corporation
1 (Claims Administration System)
 • 2500 Colorado Avenue
1 Santa Monica, CA 90406
 (213)820-4111
1 • 122 East 42nd Street

New York, NY 10017

(212) 697-4227

• 18 W. 100 22nd Street, Suite 102

Oakbrook Terrace, IL 60181

(312) 620-8288

Please send me your brochure giv-
ing full details of the CAS technique
of automating medical and dental

claims administration for large
organizations.

NAME

 TITLE
1
 MAIL STOP

SOC
System Development Corporation
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Business Insurance welcomes letters from its readers Please keep your com-
ments as brtef as possible We reserve the nght to edit Zetters for clanty or

A worthwhile P.R. job space Please send your comments to Letters to the Editor, Business Insurance,
740 N Rush St, Chicago, Ill 60611

ANYONE IN CHARGE of workers com- a lawyer instead of you. Siver's i destructive' result...
pensation insurance for a company has We don't need to remind you that workers

some internal public relations work to do. compensation insurance, or benefits if you To the editor The most destructive result of Edward Siver's June
29 article "Independent agents may be overrated" may be that his

Researchers for Fireman's Fund Insurance self-fund, are very expensive. Take the time to remarks have been taken seriously by your readers
Cos. found that eight out of 10 employees have explain the system to employees so they ap- I think there is a more realistic and balanced view of the inde-

some knowledge about how workers compen- preciate that you are paying the bills-and so pendent agent and broker in response to his "counterpoints"• "Prospecting and salesmanship are a lost art in the Indepen-
sation works or what lt does for them, but the they know what they can expect if they are dent Agency System " For how many years was it also true that
knowledge is limited and in too many cases is hurt on the job selling wasn't necessary in the property/casualty professionO Now it
111-founded. The information could be incorporated in is The catching up is being done Direct writers increased commer-

cial lines market share in Ilhnois in 1980 a negligible 1 3%.
Consider that fewer than 50% of the employ- the company employee benefit communica- • "The independent agent largely serves himself first " The costs

ees know that their employers foot the bill for tions effort. In companies where the same per- involved for an agent to properly review every account in his office
workers compensation benefits. Employers are son handles benefits and workers compensa- and fully market it at least annually are underestimated It can't bedone on today's commissions Computerization won't come quickly
missing a great opportunity to give employees tion, it will be easy to do In companies where enough Until we have multi-company computer interface, the in-
another reason to work safely and reduce acci- the duties are split between two departments, dependent agent will continue to come up short in trying to do the
dents: to increase corporate profits and their some cooperation will be needed. proper kind of marketing Job

• "The bulk of independent agents doesn't measure up to either
share of them. The result could well be worth the effort in definition of a professional " His efficiency suffers from 1nade-

Employees know that the amount of their increased employee attention to Job safety. quate insurance company service At the same time, he is bom-
next raise, improvements in the group benefit barded by change The agent is responsible for expertise in his own

field and for at least a current working knowledge in the fields of
plans and their share of a profit-sharing plan
depend on the company's profits. Explain to

Look before... each of his customers As a result, the impacts of technological.
economic and social changes are applied to him geometrically The

them that every workplace accident reduces sooner the agent stops telling his clients how "professional" he is
and starts telling them how good a Job he can do for them getting

company profits not only by reducing produc- POOR MOLINE, Ill The city's investment things done, the better off he'll be
tivity but also by increasing corporate over- Mr Siver could have made a contribution to the agency systemin a life-saving device is going to end up
head for workers compnesation benefits that costing it some worKers compensation losses with some good suggestions on how an agent might position himselfto adjust to change His criticism without suggestions was destruc-
must be paid because testing the device went awry tive

Granted, the self-preservation instinct in- As reported in this issue, the city invited its Jerry W. O'Kane

duces most individuals to be cautious in their employees to try out a new inflatable bag used Manager/secretary

own work habits, but it may not compel them to rescue people Jumping from the higher
Chicago Board of Underwriters

Chicago

to suggest to their fellow workers that they be floors of burning buildings. Unfortunately,
careful, too An employee who sees his next one volunteer didn't jump properly and was . . . May not be all that harmful
raise or bonus or benefit improvement go up injured and a few other would-be stuntmen To the editor Every so often, lt lS good for an independent agent/
in the scream of an ambulance for a fellow have filed some minor claims. broker who considers himself or herself a professional to take stock,
employee will feel more than empathy for the Now the city has a list of do's and don'ts for so to speak, and see how he or she measures up to real professionalstandards

injured worker using the bag, and only firefighters and police That is why I enjoyed the article by Edward W Siver in the June
Employees also need to understand how the officers can practice jumps into the bag. 29 issue of Business Insurance

workers compensation system works Almost The extent of injury and the cost of the loss Although on first reading some adverse emotional reaction was
felt (understandable'), on rereading I felt there was little to disagree

half of the employees surveyed by Fireman's for the city under ltS self-insured retention with Mr Siver, I believe, is right on target, and I wish the article
Fund didn't know injured workers receive re- aren't devastating, but every risk manager would be distributed to all members of agency associations
imbursement for all medical bills for work-re- should note the circumstances. As Moline risk

S.J. Davidian

Hallmark Insurance Associates

lated accidents, and about half didn't under- manager Michael Wieck says of the new re- Fresno, Calif

stand the disability benefit system and what it strictions on the use of the bags, "It's some-
pays These ill-informed employees will be thing we should have done before.
very worried workers if they are ever hurt on Isn't that always the case with loss preven- It' s still a pretty long bridge

.

the Job And the first thing they may do is call tion and control? Think ahead.
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Nobody responds to fire insurance better than we do.

Our underwriters come on like a house
on fire.

Because instead of wading through
bureaucratic gobbledegook, an American
Home/National Union underwriter has the
authority to make decisions.

This extra flexibility is also what
makes our Commercial Multi Peril cover-

age so interesting.
For example, everyone claims they

can tailor-make a policy for you. But if
they don't offer a wide range of under-
writing approaches and services, how can
they offer a wide range of tailoring?

A Member Company of American Intkmational Group.

We can.

We also offer workers compensation
and commercial auto along with our
Commercial Multi Peril Package.

Best of all, American Home/National
Union can wrap up packages that other
companies couldn't even begin to tie.

Which is one of the reasons the AIG

companies are the fastest-growing major
Commercial Multi Peril market in the U.S.

So whether you need fire or Multi
Peril, call American Home/National Union.

You'll find the speed of our response
positively alarming.

For more information about Fire &

Commercial Multi Peril Insurance, write:
The AIG Companies,Dept.A,70 Pine Street,
New York, N.Y. 10005.

Name/Title
Company
Address

City State

Zip Telephone
BIB/3

The AIGCompanies.
Let us take the risks.



There's a quiet revolution taking place in Group Life.
Where more and more buyers and sellers of group life
policies are rallying to the bright light that shines on
their future. Unionmutual.

Last year, we wrote more group life policies than
ever before in our history. And there were reasons.

We determined your needs, then
answered them.

Last year, we introduced higher non-medical maxi-
mums for all businesses, and even higher maximums for
banks and law firms. We announced discounts up to
30% for selected industries. We provided up to $600,000

©1981 Unionmutual

in life and AD&D benefits to qualified individuals. And
offered desired features like triple indemnity, depen-
dent life coverage, special conversion privileges and
more. As well as our innovative group life Quick
Quote service.

And look what we've got this year.
Now, Unionmutual will write an incredible $1.75

million on any individual who qualifies, based on his or
her company's schedule of insurance. And in addition to
the higher maximums we instituted last year, we're now
writing up to $150,000 for accounting firms, regardless
of size.

A wide variety of Group and Individual Life Insurance, Disability Income and Retirement Plans are available through:
Union Mutual Life Insurance Company, Portland, Maine 04122 Unionmutual Stock Life Insurance Co. of America, Portland, Maine 04122

Unionmutual Stock Life Insurance Company of New York, Elmsford, New York 10523



New also this year: Better rates for excess life
insurance beyond our already higher maximums. A I
competitively priced weekly income coverage featuring |
$500 per week indemnity. Plus new advertising and |
merchandising support.

See the light.
Join the ranks of those who've already seen what

a superior group life product can do for them. Send for ,our free brochure which details our newest innovations
and features.

Unionmutual. We're putting group life insurance
in a whole new light.

Unionmutual
Putting your future in

a whole new light. L

MORE AND MORE
PEOPLE ARE
PUTTI NG THEIR
JOHN HANCOCKS
ON UNIONMUTUAL
GROUP LIFE
POLICIES.

SEE THE UGHL
Yes, send me your free brochure.
I want to see the light.

Name

Title

Company

Address

City

Phone

State 7ip

Zelda Lipton, Director
Group Life and Medical Products
Unionmutual Stock Life Insurance Co. of America,
2211 Congress Street, Portland, Maine 04122.
Or call: (207) 780-2363

818/3

1
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Securities firms may be violating ERISA
By JERRY GEISEL

WASHINGTON-Many securi-
ties firms ir. the Los Angeles area
that provice investment aiv:ce
and broke-Ue services to em-
ployee bendi: plans may be inad-
vertently riolating the pension re-
form law. the Labor Department
says.

Under a 30'Cia- exemption :o the
Employee Ret rement Income Se-
curity Act, seckirities broker-
dealers wno alsc are plan lieu-
ciaries may ergage in securities

washington
transactions for the employee ben-
efit plans if they meet certain con-
ditions.

Such conditions include obtain-

ing written authorization from the
plan authorizing the transactions
and furnishing the independent
plan fiduciary with a quarterly re-
port of securities transactions and
charges.

But a Labor Department investi-

gation of 12 Los Angeles broker-
dealers found that six firms had
nct made all the disclosures re-
quired under the special ERISA
exemption.

As a result, those firms violated
ERISA's conflict-of-interest provi-
sions, the Labor Department says.
The department is now determin-
ing what penalties, if any, will be
in.posed.

Social Security
House and Senate cinferees

have agreed to abolish the mini-
mum Social Security be-efit next
March.

The minimum benefit of $122 a
month, or more in some cases, goes
to people who did not contribute
enough to the program while
working to earn that much in
monthly benefits.

Elimination cf the minimum
benefit, which 3 millic n people
now receive, would save Social Se-
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curity about $1 billion next year
and $7 billion over the next five
years.

OPIC authority
The House Foreign Affairs Com-

mittee has approved legislation to
extend and broaden the under-

writing authority of the Overseas
Private Investment Corp. to Sept.
30,1985.

OPIC is the federal agency that
provides political risk insurance to
employers investing in underde-
veloped countries.

The measure, H.R. 3136, would
allow OPIC to provide a full range
of political risk insurance policies
to employers investing in countries
with a per capita income of up to
$2,900 in 1979 dollars.

Under OPIC's current authority,
which expires Sept. 30, it is res-
tricted to operation in countries
with a per capita income of $1,000
or less.

The Senate Foreign Relations
Committee earlier approved simi-
lar legislation, S. 993, to renew the
corporation's mandate (BI, July
20).

Full House and Senate approval
is expected by fall.

Mine rescue teams

All underground mines must
have rescue teams available in the

event of an emergency, according
to a government safety rule that
went into effect last month.

The new rule requires operators
of underground mines to establish
two rescue teams, each composed
of five members and one alternate
member.

These teams, which may be es-
tablished independently or
through a cooperative arrange-
ment, must be available when
miners are underground.

In addition, the regulation, is-
sued by the Mine Safety and
Health Administration, requires
that rescue team members must be

physically fit, properly trained and
appropriately equipped.

Auto safety rules
The National Highway Trans-

portation Safety Administration
has changed its mind and decided
not to propose special safety stan-
dards for plastic automobile fuel
tanks.

The NHTSA first considered the

issue after a Ford Motor Co. peti-
tion said plastic fuel tanks would
become more common in the fu-
ture.

The agency published a proposal
and sought technical information.
A majority of those commenting on
the NHTSA proposal said that reg-
ulation of plastic tanks "is not war-
ranted."

NHTSA studies show that only
2% of the cars on the road are

equipped with non-metallic tanks
and that there is no evidence link-

ing plastic tanks with gasoline
fires.

Black lung claims
The number of black lung dis-

ability claims approved by the
Labor Department has dropped by
two-thirds over the last 16 months,
but there are still problems with
the program, the General Account-
ing Office says.

Morton Henig, a senior associate
director of the GAO, told a House
Ways and Means subcommittee
that the number of approved
claims had dropped from 45% to
15%, due to stricter eligibility stan-
dards.

But the standards still do not en-
sure that benefits go to miners who
actually have black lung, Mr.
Henig said. •



Republic Steel Corp.
promotes Cline, Julien

comings &
goings: buyers

Republic Steel Corp. of Cleve-
land has promoted Joseph I. Cline
Jr. to the newly created position of
director of risk management and
insurance operations and Denis A.
Julien to corporate risk manager.
[n his new posi-

ton, Mr. Cline 
will be responsi-
ble for corporate
risk manage- * A
ment policy and

the operations of 42:*
Republic's insur-
ance brokerage
and under-

writing subsi-
diaries. As cor- Cline

porate risk man-
ager, Mr. Julien
will be responsi-
ble for imple-
menting and ad-
ministering risk .
management ac-
tivities at Re- -r

public and its . "-""
subsidiary corn-
panies.

Mr. Cline Julien

joined Republic
in 1975 as assistant manager of the
insurance division after several

years in insurance administration
and risk management. He was pro-
moted to risk manager in 1976 and
was named director of risk manage-
ment in 1979. He has also served as

officer of Republic's insurance hold-
ing company, Republic Steel Ser-
vices Group Inc. A native of Vir-
ginia, Mr. Cline holds a bachelor's
degree in business administration
from Bridgewater College in Brid-
gewater, Va. He also attended the
graduate schools of business at both
Virginia Commonwealth University
in Richmond and Cleveland State

University. He has associate degrees
in general insurance, insurance loss
and claims adjusting and risk man-
agement from the Insurance Insti-
tute of America.

Mr. Julien joined Republic in
August 1979 as supervisor of insur-
ance claims. Before that he worked

as a multiline claims adjuster with
AMICA Mutual Insurance Com-

pany in Atlanta. He received his
bachelor's degree from Rhode Is-
land College and a master's degree
in risk management and insurance
from Georgia State University. He
holds associate degrees in claims
and loss control management from
the Insurance Institute of America

and is a Chartered Property Ca-
sualty Underwtriter.

***

Richard F. Ronston was pro-
moted to manager of benefits and
insurance at American District

Telegraph Co. In the newly created
position, Mr. Ronston will be re-
sponsible for ADT's employee ben-
efits and risk insurance programs.

***

Leslie J. Abel has been named

manager of claims and risk analy-
sis at PepsiCo Inc. in Purchase,
N.Y. Mr. Abel will be responsible
for the coordination of claims, loss
control and captive activities with
corporate and divisional manage-
ment. He reports to Phillip J.
Baecker, director of corporate risk
management and insurance. Mr.
Abel was formerly employed by
AIG Risk Management in New
York as secretary and metropoli-
tan manager.

***

William 0. Brewer has been

named director of insurance of

Moore McCormack Lines Inc., the
)cean shipping subsidiary of Moore
McCormack Resources Inc. Mr.

3rewer joined the company in 1978
is assistant to the insurance direc-

or and was named acting insur-
Ince director in January. He
vorked at Johnson & Higgins from

1972 to 1978. Mr. Brewer graduated
from St. Lawrence University with
a bachelor's degree in 1968. He has
an master's of business administra-

tion degree from the University of
San Francisco.

We'd like to report on staff changes
in your Tisk management or em-
ployee benefits department. Just drop
a note to Stephen Tarnoff, Business
Insurance, 740 N. Rush, Chicago, Ill.
60611 or Call 312-649-5482. We'd also

like to receive pictures.
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J Check us out . . .
94 Alarm Company Liability (including Errors & Omissions).
[* Security Guard Liability.
[* Police Professional Liability.
[* Municipal General Liability.
[* Public Officials Errors & Omissions.

1-800·531.7205 • 1-800.531.7224 • 1.800.292.5721 (Texas only)

Bayly, Martin & Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

Nationwide asks:

Are youagrgupbroker
with competitive clout?

e

We call competitive clout
the ability to answer any
questions about group
insurance quickly.

And that's just where
Nationwide Group
Insurance Specialists can
help you. Their only busi-
ness is helping you construct tailored
Nationwide Group Plans. What's more,
they are never farther away than your
phone. Ready to answer your questions.
Ready to ask you any questions which
you may have overlooked.

Working together, you can develop a
truly complete, professional combination
of plans to cover your clients' needs.

Nationwide Group Plans can include
Vision and Dental coverage and up to
$1,000,000 Major Medical with $500

-) NATIONWIDE
J*_ INSURANCE
vIe Nationwide is on your side

Nationwide Mutual Insurance Company
Nationwide Mutual Fire Insurance Company

Nationwide Life Insurance Company
An equal opportunity employer.

-  Stop Loss benefits (after
deductible is satisfied).
Plus the Nationwide

Excess Interest Annuity
Contract and a variety of
funding options, like our
Common Stock Fund,
our General Market

Bond Fund,- our Money Market Fund
and our Guaranteed Fund, all of which
can provide a high-interest return for
your clients' pension plans.

Your professionat Nationwide Group
Specialist can help make you a group
broker with competitive clout.

Just send us this coupon and we'll tell
you how. It's one more way Nationwide
is on your side.

1 Nationwide Insurance I
1 One Nationwide Plaza I
1 P.O. Box 738 1
1 Columbus, OH 43216 1

1 Please give me detailed information on i
1 Nationwide's Group Insurance Plans.* 1

 Name 1

1

1 Company Namp 1
1 1
1 Acirlress 1

 City C.nlinty 1

1

1 Srnre 7ip I
1 *Available in most states. 81.83 |
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Arab nations enter reinsurance market
MANAMA, Bahrain-The Arab

Reinsurance and Insurance Group,
the new $3 billion Arab venture
into the world insurance market,
has opened for business.

The venture, owned jointly by
by Kuwait, Libya and the United
Arab Emirates, initially will limit
itself to reinsurance but could be-

come a major force in the world
insurance market over time, ob-
servers predict.

An official of the insurer re-

cently said in London that initial
sales efforts will be centered in
Southeast Asia, but plans call for
expansion into the European and
American markets.

The company has advertised in
the United States for insurance
professionals to staff the operation,
but it has yet to select an executive
director.

Excess coverage
TOKYO-U.S. firms operating

in Japan should carry employers
liability insurance as a form of ex-
cess coverage for claims exceeding
the benefits paid by the govern-
mental workers compensation
commission, according to Johnson
& Higgins International.

The coverage protects multina-
tionals when the governmental
commission denies a claim that is

then approved by local govern-
mental authorities. In those cases,
employers must pay the full bene-
fits.

Pension deductions
WASHINGTON-The IRS will

now allow companies to deduct
pension plan expenses for foreign
retirement plans.

The ruling, explained in IRS An-
nouncennent 81-114, expands the
boundaries of IRS C6de Section
404A and allows firms to apply its
provisions for deductions and tax
credits to qualified plans in foreign
countries.

If it has not compiled all the nec-
essary information to properly use
the new procedure, a company can
apply the rule without claiming
specific tax deductions or credits
by attaching a statement to its cor-
porate tax return.

Companies considering use of
the provision should decide
whether its use should be retroac-

tive to prior tax years and the
amount of U.S. deductions or cred-

its to be claimed, according to an
information release from consul-
tant A.S. Hansen.

Australian work comp
SYDNEY, Australia-Increasing

claims, along with higher medical
and legal service charges, will
force an increase in Australian
workers compensation rates and in
benefits, a newletter predicts.

The increase is forecast in a

newsletter published by Sedgwick
Forbes Bland Payne of Australia.

Proposed amendments to work-
ers compensation legislation are
calling for a 31% increase in bene-
fits for certain types of injuries.

For example, compensation for
loss of a limb or sight would rise
31% over the $31,000 now paid.

Benefits for husbands of women

employees, which are currently
not awarded, would also be paid.

The proposal also would expand
employers' liability for workers
who become deaf to all employers
for whom the person worked dur-
ing the previous five years. Cur-
rently, only the last "noisy em-
ployer" is liable.

Shipping safety
OSLO, Norway-Blast barriers

to protect massive oil and ore tank-
ers have been recommended by a

worldwide

Norwegian inquiry commission,
which has been studying the 16sses
of the Berge Istrs and Berge Vange
iii 1975 and 1979.

The two catastrophes cost the
marine insurance market more

than $50 million and led to calls for
further safety measures.

Both tankers exploded while
carrying iron ore from Brazil to
Japan. They sank so suddenly that
only two crew members were
saved from the Berge Istrs and
none were rescued from the Berge
Vange.

Marine experts in Norway,
under the supervision of its mari-
time directorate, suggest that a
kind of cofferdam should be built

between the ship's bottom and the
crew quarters to protect crew
members.

Such a barrer would minimize

the effects of the explosion long
enough to give the crew a chance
to get off the ship, even if it sank
rapidly, the experts say.

Investment cover
OTTAWA-The Export Devel-

opment Corp. has approved $11.5
million in foreign investment in-
surance for a variety of business
ventures in 14 nations.

The insurance will cover such

ventures as exploration for hydro-
carbons, wood pulp industries,

spare parts for engines and equip-
ment and offshore drilling rigs.

The countries are the United

States, Great Britain, Algeria, Aus-
tria, Belguim, France, Germany,
Greece, Guyana, Indonesia, Israel,
the Netherlands, the Philippines
and Switzerland.

The EDC is a Canadian national
corporation that provides wide-
ranging insurance and bank guar-
antee services to Canadian export-
ers and arranges credit for foreign
buyers as a means of developing
Canada's export business.

Spanish risks
NEW YORK-Basque separatists

and other extremist organizations
currently make Spain a risky place
for multinational companies to do
business, according to a Frost &

Sullivan political risk survey.
"Democracy has only a tenuous

position in Spain, mainly because
of the actions of aggressive terror-
ist oganizations (particularly the
Basque separatists) matched
against the military," the report
said.

"The military has provisionally
remained behind the scenes in

pressuring the civilian government
for tougher anti-terrorist policies;
but, as the aborted coup of Febru-
ary 1981 showed, the military also
included many members willing to
take political power into their own
hands in an attempt to quell politi-
cal violence."

A seizure of power by an ex-
tremist group would diminish the
spirit of cooperation in other coun-
tries toward the regime, the con-
sultants said. .

What's theBenefit
ofthe GMD

Multinational
BenefitProgram?

You Get
Worldwide Control.



Chinese engineers backed by AIG
PALO ALTO, Calif.-A Chinese engineering company's second

U.S. project will again be backed up with a performance bond is-
sued by American Home Assurance Co., a member of the American
International Group.

Outbidding its U.S. rivals, Oriental Supply & Engineering Co., a
marketing arm of China National Machinery & Equipment Import
& Export Corp. (CMEC), landed a $230,570 contract to build a tur-
bine generator unit for the Placer County Water Agency.

Broker Rollins Burdick Hunter of Northern California arranged
the required performance bond priced at an estimated $1,700, only
the second time such a bond has been executed for a Chinese con-

tractor, according to David Svendsen, an RBH vp.
The initial bond was executed last December when CMEC

clinched a similar but larger contract for another Northern Califor-
nia utility company (BI, Jan. 12).

Because Chinese companies do not prepare financial reports such
as those required by the Securities and Exchange Commission, they
pose an underwriting dilemma to U.S. insurers. American Interna-
tional Group was willing to write the bond without a letter of credit,
based on the recommendation of the People's Insurance Co. of
China.

To expedite execution of U.S. performance bonds for CMEC in
the future, RBH is asking China-America to extend a $5 million line
of credit to the engineering company.

We're the Group Management Division (GMD)
of American International Group. And we've a
big story to tell large and small companies when
it comes to benefit programs, domestic or
multinational. Our story originates from our
uniqueness as an organization. A uniqueness that
can mean lower costs and convenience. And

greater control for you.

Wholly-Owned Affiliated Companies
We're the only organization in the country
offering multinational benefit programs through
wholly-owned or wholly-managed international
facilities. Our overseas personnel are nationals in
their countries. But they work for and report to
us. Not an unrelated "network. partner". That
allows us to exercise greater control on your
behalf, whether you've hundreds of employees
overseas or as few as ten employees spread out
around the globe.

You get worldwide control. Because we have
worldwide control.

Lower Cost

Working with GMD as your single source means
your premium coversa broader range of risks
and, therefore, lowers costs. And with a broader

premium base a greater spread of risk is achieved,
stabilizing rates. And our single source concept
allows participation in positive claims experience
since your worldwide experience rating can result
in a positive dollar picture, giving you the oppor-
tunity to obtain more dividends from local
currency contracts.

M
A Division of American International Group
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New P&1 association formed

to cover Western shippers
The Pan American Club, a new

protection and indemnity club, has
been formed for shipowners and
operators in the Western Hemi-
sphere.

The club is part of PACINDAT
Mutual Protection and Indemnity
Assn. Ltd.

"The domestic fleets in the

Americas, especially Latin
America, have become a signifi-
cant force in world shipping," said
Sir. Edwin Leather, vp of the asso-
ciation and former governor of
Bermuda. "And for some time ob-

servers have commented upon the
need for greater recognition of this
fact by the P&I associations."

The new club is registered in
Bermuda, but the day-to-day man-

markets
agement will be through offices in
New York and London. The rein-

surance program is placed with
Lloyd's of London and others.

The club's offices are at Pan

American Ship Mutual Manage-
ment Inc., 127 John St., New York,
N.Y. 10038; 212-363-2551, and at
Pan American P&I Consultants

Ltd., Plantation House, Fenchurch
Street, London EC3.

Consulting firm
Robert Courtney Inc., a consult-

ing firm specializing in risk assess-

That's a benefit strategy calledpooling. It can
mean lower costs for you as the result of direct
control. Control available from no other organiza-
tion in the world.

Import More Dollars. If You Want.
Our organization can pay virtually all your expe-
rience rating dividends to your home office in
U.S. currency. Not just "second stage' Because
we can return all those dividends from 3 out of 4

countries in which we're located. Or, if you
choose, we can pay them locally, in local
currency, in whole or in part.

By dealing with GMD for your multinational
pooling we can provide you with special flexibility.

And we can help you gain control. Worldwide.

GMD. The Convenient Single Source.
GMD is a single source of expertise for all
brokers, employers and consultants. And, as a
division of American International Group, we
provide our over 5,000 domestic and international
accounts with the most responsive service in the
world. And the highest degree of worldwide
benefit program control.

If you'd like to get more control of your multi-
national benefit program, call Mr. C.C. Gamwell
III, Vice President at (212) 770-5060 or (212)
770-7407. Or send him the coupon below.

American International Group
Group Management.Division
70 Pine Street

New York, New York 10270

Please send me more information on Multinational

Benefits.

I'm interested in:[J Group Life Il Group Medical
0 International Pension Plans 0 Kidnap and
Ransom, Government Detention Coverages
O Overseas Personal Liability Il Third Country
National Coverages Il Multinational Pooling

Name Title

Company

Address

City

State Zip
B

ment, contingency planning, data
processing security and internal
controls, was established on July 1.

The company plans to offer elec-
tronic data processing project man-
agement and communications
planning soon. Contact Robert
Courtney Inc., Box 836, Port Ewen,
N.Y. 12466; 914-338-2525.

New division

ComCo Management Inc. is a
newly created division of D.W.
White & Co. Inc., specializing in
the administration of self-insured

workers compensation programs.
Offices are at 660 Newport Cen-

ter Drive, Newport Beach, Calif.
92660; 714-644-4124.

New reinsurer

The Kansa Group of insurance
companies, a Finnish firm, has es-
tablished a new. Panamanian sub-

sidiary, Kansa Reinsurance (Latin
America), S.A.

The new firm, to be known as

KANLA, will be used to develop
Latin American business for the

Kanda Group. The reinsurers has
an authorized capitalization of $20
million.

KANLA's offices will be at

ECSSA House, Calle 50-A Este Es-
quina Ave., Panama City, Panama.

New offices

Toplis & Harding Inc., adjust-
ers and surveyors, have opened a
new office at 3445 Peachtree Road

N.E., Atlanta, Ga. 30326.
Towers, Perrin, Forster &

Crosby, management consultants,
has opened a new office at One
Landmark Square, Stamford,
Conn. 066901.

American Mutual Insurance

Cos. has moved its Charlotte, N.C.,
office to 1221 E. Morehead St., P.O.
Box 35069, Charlotte, N.C. 28235.

Geo. F. Brown & Sons Inc. is

moving its Atlanta branch to 1140
Hammond Drive, Suite 910, At-
lanta, Ga., 404-396-7620.

Marsh & McLennan Inc. has

opened a new office at 2645 N.
Third St., Harrisburg, Pa. 17105;
717-236-3866. M&M also restruc-

tured its offices in Buffalo, Syra-
cuse and Rochester, N.Y., into one
operation. The broker will still
have offices in each city.

Poe & Associates Inc. has

moved its corporate headquarters
to the TECO Plaza Building at 700
N. Franklin, Tampa, Fla. The com-
pany's mailing address and phone
number remain unchanged at P.O.
Box 1348, Tampa, Fla. 33601; 813-
228-7361.

Johns Eastern Co. Inc. has

moved its Pinellas County, Fla., of-
fices to 3700 Ul·merton Road,
Clearwater, Fla.

MacCready & Gutmann Insur
ance Services Inc. has moved to

185 Post St., San Francisco, Calif.
Biles & Cook Administrators

Inc. and Total Health Care Ser

vices Corp., Los Angeles-based
employee benefit administrators,
have opened new California offices
in Oakland, Tustin and San Diego.

Horan, Goldman Cos. has relo-

cated its Maryland office to the
Clark Building, Suite 301, 5565
Sterrett Place, Columbia, Md. 1044.

Acquisitions
Marsh & McLennan Inc. has

merged with Howse Insurance
Agency of Wichita, Kan.

Booke & Co.. consultants and
actuaries, have acquired Merwyn
A. Hayes and Associates Inc., a
management consulting and train-
ing firm located in Winston-Salem



Can the insurance industry
med the needs of Amerids drive

for energy independence?
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he transition from imported oil to
new domestic energy sources is cre-
ating enormous challenges-social,

political, technological, and commercial. Not
the least ofthese is the challenge to insurance
brokers with clients in the business ofprovid-
ing energy. It will cost at least $100 billion in
current dollars to equip the domestic syn-
fuels industry, according to a leading energy
company executive. But unless the risks can
be managed, the investments will not be
made. "We are notgoingto expose assets that
are uninsured," the same executive said.

This $100 billion investment will be an
additional burden. Existing capital expendi-
ture programs are already running at $75
billion a year to meet the demand for new oil
exploration, enhanced recovery systems,
and new refinery capacity for heavy crudes.

Energy companies and their risk man-
agers look primarily to the insurance broker
to help with this enormous and unprece-
dented increase in the value of assets at risk.
The broker must provide energy companies
with all ofthe risk-management alternatives,
including the transfer of risks to insurance
markets. The broker's most important func-
tions will be threefold: developing and pro-
viding access to new insurance capacity,
developing new coverages to attract that
capacity, and providing loss-control and
environmental-protection services which
will be essential to minimize risks and make
those coverages available.

T insurance capacitycrunch

Where are the new sources of capital
to provide the huge catastrophic coverages
that will be needed? Captive insurance com-
panies and association insurers will play a
role. New American insurance exchanges
will also make a contribution later in this
decade if regulatory impediments are re-
moved. But the most important source of all
will be the international insurance markets.
American capital will not be sufficient to
build a vast new industry and to insure it, too.

08 Energy executives are well aware of this.
"We view the broker primarily as a source of
entrance into the world insurance market-
place," one of them recently commented.

Brokers must therefore have strong re-
lationships with the worldwide underwriting
community in order to reach the sources of

too r , capital and introduce the new coverages that
will be required. New organization and new

0 concepts will have to be developed, but the
4 brokerage industry has met such challenges

before. The needs of the nuclear-power in-
f - dustry led to the creation of special insurance

syndicates, reciprocal self-insurance pools,
3 + and industry-owned mutual insurance corn-

- panies, all through the efforts of brokers.
2 underwriters, and industry. Today, the nu-
1 clear industry needs insurance capacity in

still greater amounts and in forms responsive
toits particular technological characteristics.

Merely finding new capital sources is
only the beginning. Completely new cover-
ages will have to be designed to attract this
capital into the markets at acceptable pre-
miums. This will require informed risk anal-
ysis of all types of new energy installations.
Obviously, processes as diverse as coal gasifi-
cation, coal liquefaction, and direct combus-
tion cannot be lumped togethen The
exposures they create vary enormously. 'Ihr
sands and oil shale also present different
problems, as do solar installations, solid
waste conversion, biomass processing, and
tidal and wind-powered systems. To serve

Risk management in the
eighties: an exploratory review

by Marsh & McLennan
This message is the first in a series dealing
with major issues likely to affect the risk-
management process in the 19805. Vast and
rapid changes are taking place in our eco-
nomic, political, social, and technological
environment. We plan to focus on the impli-
cations of these changes for risk-
management clients and on the specific role
of the insurance broker. Our purpose is to
provoke constructive debate. We have solie-
ited and received opinions from a number of
corporations and underwriters on these
subjects which we intend to share with you
in this series. If you would like to send us
your views, we will be pleased to add them
to the comments we already have.

Write to: Mr. Philip J. Brown, Jn,
Executive Vice President, Marsh &
MeLennan, Incorporated, RO. Box 839,
Radio City Station, New York, N.Y. 10101.

their clients in these areas, brokers will have
a greater need for loss-control and risk-
management talent than ever before.

Insurance capacity alone will not be

he growing need for special-
ized talent

enough. Unless it is available to energy com-
panies at premiums compatible with profit-
ability, the huge investments needed for
energy independence will not be made. Loss-
control engineering is therefore a sine qua
non. Risk-management specialists will have
to be involved at the earliest possible stages
when new installations are beingplanned and
designed.

Implementing the risk-management ap-
proach in any field calls for the broker to have
strongteams of specialists in many engineer-
ing disciplines. 'Ib meet the future needs of
clients in the energy industry, these teams
will have to be enlarged and strengthened, so

Marsh &
Mci ennan

that risk-analysis and loss-control specialists
can evaluate any new installation, operation,
or process as a whole, rather than as a series
of disconnected technical problems.

Brokers will therefore have to make
important investments in the training of spe-
cialists to provide the risk-management and
technical services which their clients will
require. It will be more necessary than ever
that we "speak our clients' language," and
this effort will have to be made at a time when
shortage of technical talent will be aggra-
vated by the increased planning and opera-
tional demands ofthe entire energy industry.

nvironmental concerns
Asset-protection, though vital, is
only one of the insurance problems

posed by the drive for energy independence.
The inevitable environmental impact will
also place heavy demands on insurance ca-
pacity, new coverage development, and loss-
control resources.

Certain forms of environmental liability
insurance are dependent on engineering sur-
veys conducted before coverage is provided.
But energy companies and their publics must
be assured that the environmental risks can
be managed, or the installations will not be
built. So input from brokers with extensive
environmental engineering experience will
be essential through all the stages of design-
ingand planningany new energy installation.

The increased need for risk-analysis,
loss-control, and insurance-brokerage skills
will have an impact on every field of energy
industry activity, from ocean floor to outer
space. New marine coverages will have to be
developed for tidal and ocean-thermal sys-
tems. Oil-rig "life insurance" is also a proba-
bility Energy-collection by satellite will pose
totally different problems.

Summary: the challenge for
the insurance broker
To solve the risk-management prob-

lems of this energy transition era, a broker
must have, and must continue to develop,
certain major strengths in serving its clients:
• Broad access to international insurance
markets to obtain the needed capacity.
• chnical capabilities: both to develop new
insurance coverages and to provide loss-
control services.

• Environmental knowledge and experience.
• Depth of professional talent to meet the
challenges that lie ahead.

Recognizing these needs is a first step.
Meeting them will take imagination, careful
planning, and sustained effort. At Marsh &
MeLennan, we are confident that both the
talent and the resources will be found.

0 1981 Marsh & McLennan, Incorporated
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Police to pay only part of riot damage
By STACY SHAPIRO

LONDON-Damages from last
month's rioting in Britain will total
tens of millions of pouncs, but the
Riot Act of 1886 will pay only
about 30% of the losses, accarding
to a Lloyd's broker.

The act, which allows insurance

companies, businesses an i individ-
uals to file damage claims with
local police within 14 days cf the
riot, does not require pol.ce t) pay
business interruption losses, ac-
cording to a Bain Dawes Ltd. re-
port. The act also contains several
other exclusions.

"As a result, it is estimated that

on average people receive only
about 30% of what they have
claimed and settlemen: takes a

long time," the report say:
For example, the Bristol police

london line
have settled only 12 of 30 claims
arising from rioting last year.

In Brixton, a section of London
where some of the fiercest battles

took place last month, 270 claims
btaling 6.5 million pounds have
teen submitted to police. Officials
there are becoming alarmed at the
limitations of the act.

Businesses that have riot cover-

age built into their property and
fire policies don't have to worry
about the inadequacies of the Riot
Damages Act, the report says.

Reference guide
A reference guide to the British

insurance market will be released

next March by City Financial Busi-
ness Publications Ltd.

The Insurance Register will con-
tain information on 600 insurance

and reinsurance companies ap-
proved by the Department of
Trade, 200 Lloyd's and non-Lloyd's
brokers, more than 100 contact of-
fices and underwriting agents and
250 loss adjusters and assessors.

Financial data, share and loan

capital and a list of large share-
holders will be included for most

companies, along with a guide to
directors, senior management and
major British subsidiaries.

The book will cost about 50

pounds ($100), plus 10 pounds ($20)
for packing and shipping. For in-

formation contact Ian McDonal

Wood, City Financial Busines Pub-
lications Ltd., Orient House, 42/45
New Broad St., London EC2M 1OY.

New office in Ulster

LONDON-Opening an office in
Northern Ireland is a big risk, but
the Sedgwick Group thinks the re-
wards of helping insurance clients
and.generating new ones will be
worth it.

"I -ust moved to Belfast," said

A.B. Fleming, general manager of
Sedgwick Northern Ireland Ltd.,
which opened its doors late June.
"The people are very pleasant,
very kind. Of course, there are
troops around, but I walk around
as freely as I can."

And Mr. Fleming said there's no
fear cf losing money insuring risks

CS ONLINE
1,.tpa.

1BERFE---
'f*f- j .1# -fcANX./*-- - 3/ ,

CLAIMS

ADMINISTRATOR
Claims Administrators arise! CS ONLINE can free you from the chains

of routi,e paper wo-k. The world's largest and most advanced risk
informa-ion network, CS ONLINE increases the efficiency of claims
administratbn, eliminates duplication of effort, and reduces claim costs.
This fu ly automated clzims administration system gives you instant and

complete access lo your entire claims file, any time! Here's what it can
do for iou, :utomatically:

• Reco-d, index and lile compensation claims for instant retrieval on

CRT or hardcopy print-out
• Calalate process. and write compensation checks to meet all state

laws and benefit requirements
• Process medical and expense payments daily, issue consolidated bi-

monthly checks to providers for reduced accounting costs and better
cash flow

• Procuce :late repc Its, OSHA records, safety statistics, reserve analy·
sisad al accounting reports

• Cut jour time and cost of claim payment administration. Free your
staff to irr prove relations with injured employees

Don'- sette for less than the most advanced in risk information tech-

nology. Find OuT what CS ONLINE can do for you. Call toll free in the

U.S. and Ca-,ada, (800; 858-4351 or (806) 376-4223 in Texas. Or send
the couson below cnIngrate

systems
Leadership in Risk Information Technology

Tell me more about CS ONLINE, Corporate Systems' new technological advance in
risk management communication.

Name

Company

Arlfiress

Cit\,

Position

Stalp 74 - Phone( )

Mall to:

CSONLINE

Corporate Systems
P. O.Box 31780

Amarillo, Texas 79120 CA

in Northern Ireland, even if they
are destroyed by terrorists.

"All insurers have a terrorist ex-

clusion clause on fire policies," he
said. "Therefore, insurance com-
panies are not paying off (losses) in
those instances so fire rates are

quite soft, as in the rest of Britain.
"Rates for liability are high be-

cause awards are made by the jury
and are, therefore, invariably
higher," Mr. Fleming said.

Sedgwick has been doing busi-
ness in Northern Ireland for some

time, but this is its first move to
establish a base here.

"The new office can now service

existing Northern Irish and mul-
tinational companies without the
extra expense to the client of fly-
ing to and from England," Mr.
Fleming said. "Now we can help
the client even more." i

( action line
'Open rating'
stumps reader

Action Line:

Many articles concerning
"open rating" have appeared in
Business Insurance and other

publications recently.
The trouble is that they offer

no definition of "open rating."
Is it a system of insurance ra-

temaking without regulation
and requiring no filings with a
regulatory body?

Is it a system of "no prior aIr
proval" of rates that eventually
must be filed?

There is a vast difference be-

tween the two systems and un-
less the reader is made aware of

what the author has in mind, the
articles have little meaning.

Daniel P. Roth

The Roth Agencies
New York, N.Y.

Mr. Roth: We have been using
the term open rating regarding
workers compensation insurance
when reporting on the debate
among insurance regulators over
the use of rating bureaus. Some
regulators believe each insurer
should file its own workers com-

pensation insurance rates instead
of using uniform rates filed by rat-
ing bureaus such as the National
Council on Compensation Insur-
ance. The proponents of this kind
of open rating say it will increase
competition on rates among work-
ers compensation insurers.

Regarding the regulation of
these individually filed rates, Min-
nesota, the first state to pass open
rating for workers compensation
effective in 1983, will regulate
rates by allowing insurers to file
and use them subject to state Insur-
ance Department approval. But
they do not have to be approved
before use.

Illinois Insurance Director Philip
R O'Connor, who advocates open
rating for his state, also wants to
regulate workers compensation in-
surance rates under the use-and-

file system.

Address requests:
In response to numerous re-

guests, the address to contact the
New York Business Group on
Health (BI, June 8) is 200 Madison
Ave., Third Floor, New York, N.Y.
10016; 212-561-2051. The organiza-
tion of New York businesses, in-
surers and health care providers
started earlier this year to teach
the business community about
health care cost-control techniques
and to provide a platform for busi-
ness to speak with a unified voice
on health care issues. •



UUM#Caa 6,6*U,U,Ke nugual 0, LJoi / 10

..-: / f,-i' 0.»-2-,4-VI#Ar' I.0,12*.= 4

''.,$0,-1 9 , - 4: 4 2 '%.4,4,:taifY>8'2,,'. *f, Lr lt#.,-" . 1 d

--f y,f»'
''1 1 1, 1

. ;*- N)';4'4'..in:·f>t:,4,v:. :' 5>.., . 1 11+ 1 1'>ily'l ''--
11'1 1,11 I -

r

/- 1 1=19
--

IL
LL

/ .

1 -1

5 F
L

,.t'8,141 +AA 4 14't

. -1

"5; - 1, i' 1*1"[»r it
.C:t .4 411,if> 1 lili, , l, I 5-

R ,*B »·9'' 1.;':,i '' 1 t
K

1

1 i Ff" 1 '
11' 7  7,

111
, ht'&4 I . 8 / '64*
4 ... *23

f€ i U:.. 5. 4 l/4 f" , 1I

44 h -,
1 4 '.

- % , 1 1, 1
' 'i .,5,- 3Urff#144419 3,&4'6 tl ' .r, 1 : . 86-0-man

r' -» 1 i 111.-

. T
. d.

. 14.¥.
' 8 =63(,fA®,4 r

4 .SL- 11| r

: ,-S' 14 -
. 3. 9 4:$%f.\

I -'4I <tiffilf , X##44,>
1,[a 4

2' PMAH
f1 155 571 4%* ,-g O-

-0/5
'4

417 £,1 11

1 ,

Illustration Scott Gustafson

Employee input
By Carson E. Beadle Let workers assess benefit programs

7[7 NOWING HOW employees perceive benefits. It also n-eeded to determine what It was management's plan, based on the management was shocked
litheir current benefits can be the key hang-ups existed, what misconceptions messages it had received, to provide Analysis revealed that while the plan
to achieving maximum impact from were smoldering, which benefit programs feedback to employees on what the and staff training had been particularly
benefit plan changes. Such information is, were most favored and what regional company planned to do in the area of effective at the outset, there was no

very useful in determining which changes differences existed. benefits As a result, it was possible to ongoing training Transfers, promotions
are likely to be popular. Futhermore, Thus, Climate Review was born. create a feeling among the employees that and departures had seriously eroded the
employee participation in assessing Climate Review would encompass a their views were important base of knowledgeable people in the field.
income security needs goes a long way cross-section of salaried employees Because there were no agenda and no The resulting lack of information about it
toward selling these changes through 40 interviews involving 10 to 12 prepared questions or answers, discussion was interpreted as a lack of emphasis on

An employee survey process called employees each centered on issues raised by the group. At the program.
Climate Review has been developed that the end of each meeting, the interviewer
eliminates pre-conditioned responses and Tnterviews were to be given with no completed a personal survey sheet that
the risk of arousing expectations that 1superiors or subordinates present identified every subject raised by Employee responses to interviewers

were consistently frank and to the
frequently accompany written attitude Group discussions would be held with participants, quantified the interest and point Participants were frequently

surveys employees representing a broad spectrum quality of discussion on a scale of zero to colorful in articulating issues of special
Here's an example how it works. of age, job grade, sex and geography. five and made notes of issues of particular concern
A company was about to consider Those employees who were to attend were interest Their comments and the ratings

several traditional, but important, benefit selected at random from computer listings The results of 40 surveys took the shape described above added important
changes that it thought comcided with of peer groups. They were told of the - of a huge matrix that identified and rated credibility m supporting proposed changes
employee wishes As it turned out, meeting only a day or two in advance and all the issues raised Ultimately, there and in obtaining management approval
however, the company's information had were not asked to prepare for it One were three matrices arranged according to Upon completion of this study, the
been distorted by the perceptions of objective was to assess as accurately as Job grade, age and geographical data president wrote to all employees telling
various managers possible how employees really felt about This way, the most important general them the results and informing them of

With millions of dollars involved in benefit issues issues, along with the grade, age or what changes would be made and those
benefit plan improvements, a highly At the session, the interviewer geographical groups most interested in that could not A listing of changes was
reliable survey of employee attitudes was explained that workers were being asked them, were identified. It should be noted developed in order of priorities
deemed necessary. At first, a standard to give their views about benefits and that there were few issues raised about While companies have succeeded
written attitude survey was considered compensation but the company would which management did not already know without Climate Review, the greater
But the reliability of a written survey probably not be able to do everything What distinguished this survey was that it accuracy and timeliness of this type of
would be limited to the replies to the workers thought it should However, quantified information and established mformation is of considerable help
issues the survey draftsman identified efforts would be directed toward areas priorities in a most precise manner First-hand information coming through

A more reliable survey technique was suggested by the employees An interesting anecdote concerned the a third-party monitor 15 most useful in
needed, one that could determine Just how The employees knew that their only issue that was given a top-rating of 5 establishing priorities and in clearing the
employees really felt about their comments would get back to management out of 70 issues covered in the 40 air of nagging issues that a company may
company, their compensation and but that their anonymity would be interviews a moving allowance entitling never have intended to address

preserved employees to be transferred back to their Feedback to employees on important
In almost every meeting employees original place of employment Those most findings of a climate review and the steps

hesitated, at first, to speak their minds interested in the benefit were head office taken are essential and present an unusual
Carson E Beadle ks the After they had become acclimated, some executives over age 50 opportunity for constructive
regional director of employees were emotional about issues of Employees were also annoyed by a communications with employees

4
Wilham M Mercer Inc special concern Without exception, perceived lack of company interest about Third-party involvement ensures that
in New York.

however, the meetings fell into a pattern a salary administration program Since findings are objective and, more-
of calm discussion of the areas of greatest the company prided itself on the program importantly, are perceived to be that way

A



Sleuthing
Risk manager turns Sherlock Holmes...

By Theodore Kolb

RISK MANAGERS wear many hats. Inone context they act similarly to air
traffic controllers. Their job is to scan the
horizon for exposures that could lead the
corporate ship into a catastrophe and
guide the ship safely out of danger.

In another capacity, the risk manager
acts as an aide to law enforcement, using
techniques designed to prevent attacks on
corporate assets from inside and out.

Here's a case study about how a risk
manager managed to guide his company's
ship through such a storm:

In April 1979, an employee in the
consumer credit department of a bank
noticed an unusual amount of loan
activity at one of its small branches. The
computer report indicated that some 35
new unsecured loans, each for $5,000, had
been approved by the branch manager
during a three-week period. All were to
people residing outside of the trading area
of this community bank in a somewhat
rural area.

The employee called the matter to the
attention of his supervisor, who in turn
called the bank's auditing department. An
investigation of the credit applications
revealed that the branch manager had
done little or no credit checking before
approving the loans. Further delving into
the branch records showed that most of

the proceeds from these loans had been
endorsed over to a single depositor who
had recently been turned down for a large
loan.

Armed with this information, the

bank's auditors questioned the branch
manager about the unusual circumstances
surrounding this series of loans. The
manager, a woman in her late 40s, had
been with the bank some 15 years, rising
from clerk-typist to secretary to assistant
branch manager and, less than a year
earlier, to branch manager.

She acknowledged that she had failed to
follow the bank's credit-checking
procedures in a few cases, but

legal. briefs
i

emphatically denied any wrongdoing
Asked about her relationship with the
unsuccessful loan applicant, she said only
that he was a customer whom she had

tried to help with a loan for development
of a modular housing project in the area.
She knew he had been denied the loan by
the main office.

Under federal regulations for national
banks, the bank was obligated to report
the situation as a "possible or suspected
fraud" to the FBI, the office of the
Comptroller of the Currency and the
bank's bonding company.

The FBI, on reviewing the case,
immediately recognized the man as a
former used-car dealer who was known to

have attempted swindling several banks
in a confidence game, arranging for
branch managers to lend only to people he
brought in, none of whom had acceptable
credit ratings.

He apparently had been able to
convince the managers that he would see
to it that the loans were repaid out of the
venture that the loans were funding. The
borrowers, it was discovered, were paid a
small cash fee for signing the notes, with
assurance that he would see to their

repayment. The suspected confidence man
had twice been under investigation for
fraud but never convicted.

The FBI felt that this time they might
be able to stop him. They questioned the
branch manager with little success. She
admitted knowing that the people were
brought in for loans and that the money
was somehow going back to the suspect,
but declared that she was acting within
the scope of her authority to bring loan
business into the bank. She firmly
rejected any inference of complicity in the
scheme or that she was benefitting
financially from this arrangement.

The bank asked for her resignation for
violation of bank rules, but it made no
other accusations against her.

At this point the risk manager was first
made aware of this alleged scheme, which
the auditors then assessed to be a

./
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potential loss of about $175,000. The
risk manager was faced with the
following obstacles to recovery for
this loss

• The Banker's Blanket Bond Form

24 specifically defines employee
dishonesty as "the manifest intent by
an employee to defraud the
bank " It appeared highly ..35
unlikely that the dismissed -%4
manager would admit to intending to
defraud the bank, and in the absence of
her cooperation it would be difficult to
prove that she acted with deliberate
intent

• The bond also requires proof that the
employee received financial gain and/or
that she conspired with a non-employee to
cause the loss, thereby benefitting the
third party. Unless the
FBI brought charges

against both parties, it ...
did not appear that
sufficient evidence

could be presented to
collect from insurers.

• The bond requires a fully
documented proof of loss to be filed
within six months of discovery.

To complicate matters further, the FBI
agent who originally handled the case
resigned in June 1979. It was nearly a year
before a new agent was assigned and
actually working on the case. The risk
manager applied for three extensions of
time for filing the proof of loss, all of
which were granted. As of July 1980,
however, he realized that the best chance
of recovery was not to depend on the FBI
but to present a completly documented
case to the insurer based on the evidence
contained in bank records.

The risk manager enlisted the aid of the
employee who had first noticed the
unusual loans. Working with internal
documents including the loan applications
and collection files, they constructed a full
dossier on each of the 35 borrowers. They
tracked down non-existent employment
references, false addresses and phone

and solves fraud

Waiver of premium clause ambiguous
WAIVER OF PREMIUM clause inthe event of disability in a group life
insurance policy was found to be ambigu-
ous by a North Carolina appellate court.
Thus, the court allowed a widow to re-
cover benefits against an insurer.

John Gatewood was covered under the

policy issued to his employer by Nation-
wide Insurance Co. Under a waiver of

premium clause, insurance continued for a
totally disabled insured if satisfactory
proof was furnished within one year after
he became totally disabled. If death oc-
curred during disability, the policy pro-
vided that Nationwide would pay the life
insurance benefits if notice of death was

given it within a year of death.
Mr. Gatewood became disabled from a

work-related accident in 1973 and re-

cieved workers compensation. His em-
ployment was terminated in August 1974.
Although his employer knew of his dis-
ability, no notice of disability was filed
with Nationwide. Mr. Gatewood died in
December 1975 and notice of his death dis-

ability was given to the insurer in January
1976. Nationwide declined coverage. A
trial court awarded the widow benefits.

The appellate court rejected Nation-
wide's contention that the waiver of pre-
mium clause created a condition precedent
to Nationwide's liability-that it required

the insured to furnish proof of disability to
the home office within the specified time.
The court was satisfied that the intent of

the parties was that employees were to
deal exclusively with the employer.

Thus the court concluded that the clause

as to requirements for initial notice of dis-
ability was ambiguous and should be in-
terpreted in favor of the insured. First Na-
tional Bank, etc. us. Nationwide Insurance
Co., Court of Appeals of North Carolina,
Nov. 4, 1980 (BI/05/Ju.-$5).

A copy of the decision may be obtained by
sending $5 to Cases Unlimited, Business
Insurance, 740 N. Rush St., Chicago, Ill.
60611. Please list the case number.

numbers and other pieces of evidence that
led to the conclusion that this was a

deliberately planned operation.
In November 1980, the risk manager

presented to the insurer a fully
documented proof of loss. He also
provided the identical documents to the
local U.S. attorney.

With the help of the FBI and the
evidence in these files, charges of
conspiracy to defraud the bank were
brought against the suspect, the branch
manager and a third person who allegedly
acted as a go-between.

All three were scheduled for trial in

March 1981. Some weeks before the trial

commenced, the insurer agreed to pay the
full loss to the bank, exactly as submitted,
less the applicable deductible.

The ring leader and his non-bank
accomplice pleaded guilty, and both were
ordered to serve prison terms. The branch
manager pleaded not guilty, claiming she
was pressured to make loans in order to
keep her job. But the prosecution
introduced several witnesses who

obtained loans from her. She changed her
plea and was given a suspended sentence.

As a classic case of bank loan fraud, this
gambit has been tried many times. The
outcome of this case was favorable to the

bank, thanks to its own efforts to
document the evidence in compliance
with the terms of its coverage.

For risk managers, a word of advice:
Know your policy and its conditions,
especially those relating to exclusions,
requirements in case of loss and time
limits. Do not expect any help in filing
your claim, either from your insurer or
the government. .

Theodore Kolb is

assistant up of Rhode
Island Hospital Trust
National Bank in Providence, R.I.



datebook
SEPT 15-17. Financial Analysts for Risk Man-
agement Decisions seminar in Chicago, spon-
sored by Cozzolino Associates Inc.; $685, plus $50
registration fee for each company. Carol L. Coz-
zolino, Cozzolino Associates Inc., 12 Chippenham
Drive, W. Berlin, N.J. 08091; 609-784-7105.

SEPT. 21-22. Life Safety Code Revisions work-
shop in Denver, sponsored by the division for
continuing education of the National Fire Protec-
tion Assn.; NFPA members, $185; non-members,
$210. Also Sept. 24-25 in San Francisco. National
Fire Protection Assn., Batterymarch Park,
Quincy, Mass. 02269; 617-328-9290.

SEPT. 21-24. Fundamentals of Reinsurance se-

minar in Irving, Tex., sponsored by the Univer-
sity of Dallas Risk Management Institute; $395.
Prof. Bruce D. Evans, University of Dallas, Risk
Management Institute, International Center,
Univ. of Dallas Station, Irving, Texas 75061; 214-
579-5360/579-5299.

SEPT. 24-25. Captives and Pools conference in
Warren, Vt., sponsored by the Risk Planning
Group. $550 per person, $475 for each additional
participant from same firm. Risk Planning Group
Inc., Conference on Captives and Pools, 722 Post
Road, Darien, Conn. 06820; 203-655-9791.

SEPT. 30-OCT. 1. Key Issues in Asian Insur
ance meeting in Hong Kong, sponsored by the
[nstitute for International Research; $495; two or
more attendants from same company, $460. Ms.-
Mariam Mohamed, I.I.R. Ltd, 6/F, Sincere Insur-
ance Bldg., 6 Hennessy Road, Hong Kong.

OCT. 1-2. First Annual Self-Insurance Insti-

tute of American conference in New Orleans,
sponsored by the Self-Insurance Institute of
America. Cost of conference depends on business
of participant. SIIA, 1700 E. Dyer Road, Suite 165,
Santa Ana, Calif. 92705; 714-979-6318.

OCT. 4-9. Financial Managers Development
program in Bloomingdale, Ill., sponsored by the
College of Commerce and Business Administra-
tion, University of Illinois; $1,050. Mary R. Strack,
Program manager, Executive Development Cen-
ter, 205 David Kinley Hall, 1407 W. Gregory
Drive, University of Illinois, Urbana, Ill. 61801;
217-333-4552.

OCT. 11-14. Health Care Cost Containment se-

minar in Palm Springs, Calif., sponsored by the
International Foundation of Employee Benefit
Plans. Members, $440; non-members, $515. Inter-
national Foundation of Employee Benefit Plans,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

OCT. 1145. 1981 CPOU Annual Meeting in New
Orleans, sponsored by the Society of Chartered
Property & Casualty Underwriters; $185, for
members & CPCU designees only. Joan S. Keys,
Director of Public Relations, Society of CPCU,
Kahler Hall, Providence Road (CB#9), Malvern,
Pa. 19355; 215-648-0440.

OCT. 12-14. International Risk Management
conference in Monte Carlo, Monaco, sponsored by
the Risk & Insurance Management Society and
the Association Europeenne des Assure de L'In-
dustrie. Risk managers, $675; other insurance in-
dustry personnel, $775. RIMS, 205 E. 42nd St.,
New York, N.Y. 10017; 212-286-9292.

OCT. 12-16. Lloyd's World of Shipping confer-
ence in Hong Kong, sponsored by Lloyd's of Lon-
don Press. For further information and cost, con-

tact Roy Bake, Conference Division, Lloyd's of
London Press Ltd., 16/ 17 Bride Lane, London,
EC4Y 8EB, England; 01-353-1000, ext 30.

DCT. 19-22. 69th National Safety Congress in
Chicago, sponsored by the National Safety Coun-
:il. Members, $60; non-members, $80 in advance.
Congress Planning, National Safety Council, 444
N. Michigan Ave., Chicago, Ill. 60611; 312-527-
1800.

OCT. 21-24. International Benefits seminar in

Montreal, sponsored by the International Founda-
.ion of Employee Benefit Plans; members, $440;
gon-members, $515. IFEBP, 18700 West Blue-

nound Road, Brookfield, Wisconsin 53005; 414-
186-6700.

OCT. 22-23. 4th Annual Aviation Law/Insur

ince symposium in Orlando, Fla., sponsored by
Embry-Riddle Aeronautical University, $225. Mr.
Bob Whempner, E-RAU, Star Route Box 540,

Bunnell, Fla. 32010; 904-672-3439.

OCT. 22-24. 34th Annual Profit Sharing Coun-
:il conference in Atlanta, sponsored by the Profit
Sharing Council of America. Merl Douglas,
Director of Public Relations and Communica-

ions, PSCA, 20 N. Wacker Drive, Chicago, Ill.
30606 312-372-3411.

OCT. 23-24. Hospital Liability and Risk Man-
igement seminar in New York, sponsored by the
Practising Law Institute; $275. Also Nov. »21 in
Miami. Practising Law Institute, Dept. SWC, 810
Seventh Ave., New York, N.Y. 10019; 212-765-

OCT. 25-28. 1981 Corporate Benefits Manage-
ment conference in San Francisco, sponsored by
the International Foundation of Employee Bene-
lit Plans. Members, $440; non-members, $515.
FEBP, 18700 W. Bluemound Road, P.O. Box 69,
Brookfield, Wis. 53005; 414-786-6700.

OCT. 26-27. Eighth Annual Environment and
Safety Briefing sessions in Washington, D.C.,
;ponsored by the Bureau of National Affairs Inc.;

;250. Environment Conference Secretary, BNA
Education Systems, Suite S-602, 1231 25th St.
N.W., Washington, D.C. 20037; 800-424-9890; 202-
152-4420.

NOV. 11-14. 1981 Public Employees conference
in Williamsburg, Va., sponsored by the Interns-
tional Foundation of Employee Benefit Plans;

members, $360; non-members, $435. IFEBP, 18700
W. Bluemound Road, Brookfield, Wis. 53005; 414-
786-6700.

NOV. 15-21. Security Trainers seminar in Win-
chester, Va., sponsored by the Academy of Secu-
rity Educators and Trainers Inc.; $1,400. Dr. Jo-
seph J. Grau, Dept. of Criminal Justice, Long Is-
land University, Greenvale, N.Y. 11548; 516-299-
2467.

NOV. 1547. Business insurance Communicat-

ing Employee Benefits Conference in Chicagc,,
sponsored by Business Insurance. The latest tips
and techniques to effec tively communicate bene-
f:ts to employees. Registration fee includes Nov.
16 awards dinner honoring winners of the BI
Benefits Communicat: ons competition. Valerie
Adams, Crain Educational Division, 740 N. Rush
St., Ill. 60611; 1-800-621-6877; in Illinois,Chicago,
312-649-5242. .
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Study says sprinklers are effective
HARTFORD, Conn.-Automatic

sprinkler systems have an enviable
record in controlling fires and li-
miting losses caused by fires, ac-
cording to a study by Industrial
Risk Insurers.

IRI recently analyzed 1,076 fire
Losses and concluded that the aver-

age loss in pr©perties without
sprinklers is four times greater
:hat the average loss in areas
equipped with sprinklers.

For 313 fires that occurred in

areas wi=hout sprinklers, the loss
Sigure averaged $160,839, while the
763 properties that were equipped

with :prinklers had an average loss
of $42,575.

Sometimes, though, areas with
sprinklers are heavily damaged by
fire. When an aitomatic sprinkler
system fails :o do its job, it is gen-
erally due to one or a combination
of the follow.ng

• Sprinkler protection was not
fully provided

• Sprinkler Tro:ection was im-
paired.

• Sprinkler Trorection was im-
properly designed.

• Sprinkler protection. water
supplies were inadequate.

• Sprinkler protection was
overcome by external exposure.

To fully protect property, the IRI
report suggests that all combustible
areas should be equipped with
sprinklers, not just those with an
obvious fire danger. In fact, IRI
recommends that non-combustible

areas should also have sprinkler
protection.

IRI, an association of 45 leading
insurance companies, underwrites
some 40.000 risks in all industries,
including service and institutional
risks. Insurance in force exceeds

$500 billion in 60 nations. .
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Health policy to cover foreign travelers
A new health insurance program

may be a big help to Americans
who are injured or become ill
while traveling outside the United
States.

Sometimes, even the
best-designed group health insur-
ance plan may be of little immedi-
ate help for someone who must be
hospitalized in a foreign country.

"People think: 'I have insurance.
I'm covered.' But then they need
money on the spot to pay a hospital
bill and then they can't collect,"
says Eric Rohtla, an international
insurance consultant in New York.

Mr. Rohtla and Parkington Asso-
ciates, a McLean, Va., wholesale
insurance broker, have teamed up
to create the new policy, which
will provide fast reimbursement
for people who are hospitalized
abroad.

The policy, which was unveiled
this month at a meeting of trade
association executives in Washing-
ton, is initially aimed at trade
groups that sponsor conferences in
foreign countries.

The policy, which will be issued
by Continental Corp., would pro-
vide up to $300 a day in cash to
cover medical and hospitalization
expenses outside the United States.

It's unclear whether divisions of

products & services
Continental or INA Corp., two
companies with dozens of offices
abroad, will administer the pro-
gram. Mr. Rohtla said the program
will be designed to get cash to in-
jured or sick people within 24
hours of a claim.

A standard policy that would
provide coverage for an illness that
occurred during a seven-day pe-
riod would cost $14, including
$50,000 of life insurance. A 14-day
policy would cost $28.

The policy would cover all acci-
dents and injuries except treatment
for an illness for which the insured

was hospitalized up to six months
before the policy was bought.

Lawrence Willoughby, president
of Parkington Associates, said the
premium could be included as part
of the registration fee a trade asso-
ciation charges for an overseas
conference.

Mr. Rohtla came up with the
idea of an overseas reimbursement

health insurance policy for trade
association members after hearing
complaints from officials of the
European Economic Community
who had trouble paying hospital

bills when they got sick outside
their home countries.

"A Dane with the EEC got sick
in Switzerland," Mr. Rohtla ex-
plained. "The Swiss hospital de-
manded $2,000 before they would
admit him. The kind of insurance
the man had didn't matter. The
hospital wanted cash on the barrel-
head."

Mr. Rohtla and Mr. Willoughby
said they aren't sure how large a
premium flow the program could
develop, but they believe demand
for the policy could rise as the
number of trade associations that
hold conferences outside the
United States increases.

Sinkhole coverage
Gordon B. Phillips & Co. Inc. of

Orlando, Fla., now offers insurance
for land lost to sinkholes.

The policy will carry limits up to
$1 million for a single parcel of
land. Premiums are based on the
frequency of sinkholes in an area.
Coverage is underwritten by
Lloyd's of London, St. Paul Sur-
plus Lines Insurance Co., Zurich

Continental Underwriters, LEd., offers coverage for any marine-related risk, domestic and
abroad, large or small. conventional or complex, for a clientele ranging from multi-national
corporations to fishing boat operators.

Our new special division extends onshore as well as offshore coverage to the oil and
natural gas drilling industries for rig physical damage, cost of control, Toss of earnings,
seepage and pollution, drilling and re-drilling and comprehensive general liability.

Continental Underwriters, Ltd., has built a solid reputation for fair, competitive rates and
for experience and capability in insuring a broad variety of risks. Whatever your risk, we can
undeiwrite it competently, thoroughly with complete protection for you.

Call or write for a copy of our brochure - Continental Underwriters, Ltd., "Who We Are,
What We Can Do For You.'

Continental Undetwriters, Ltd.b
419 Decatur St. New Orleans, LA 70130

Telephone (504) 581-7493 · Tele[: 58-318 · 266052 CUOD

Correspondents at Lloyds of London

American Insurance Co. of Illinois,
Great Southwest Fire Insurance
Co. and others.

For more information contact

Gordon B. Phillips, Gordon B.
Phillips & Co. Inc., 3113 Lawton
Road, Suite 130, Orlando, Fla.
32803; 305-866-4991; in Florida,
80C-432-4875.

Gas detector
Heath Consultants has developed

a new lightweight, hand-held
Flame Icnization gas detector, the
Porta-FID.

The Porta-FID has three ranges
extending from 10 particles per mi-
nute to 1,000 ppm, full-scale. The
battery-powered instrument sam-
ples up to 375 cubic centimeters of
air per minute with a visual read-
out, pulsating leak alarm and con-
tinuous audible flame-out alarm.

The Porta-FID field kit includes

carrying case, battery charger, air
Silters, sampling probe, spare hy-
drogen/ nitrogen fuel cylinder,
transfiller for refilling portable
bottles and full instructions.

Write Heath Consultants Inc.,
100 Tosca Drive, Stoughton, Mass.
02072; 617-344-1400.

Safety treads
Flex-Tred is a safety tread from

Wcoster Products. Flex-Tred has a
pressure-sensitive adhesive back-
ing that sticks to many surfaces.

Sizes of Flex-Tred range from %
by 24 inches up to 3 by 36 inches.
Cartons contain 50 pieces of a sin-
gle size. Sixty-foot rolls of various
sizes are also available.

For information contact Charles

:. Hess, Sales and Marketing Man-
ager, Wcoster Products Inc., 1000
Spruce St., Wooster, Ohio 44691;
800-321-4936; in Ohio, 216-264-2844.

New policy
The Continental Insurance Cos.

have introduced a new business in-

surance package policy, Business
Owners Xtra. The policy was de-
veloped especially for small com-
mercial businesses.

The policy includes single blan-
ket property coverage for building
and personal property, comprehen-
sive business income protect.on
and $1 million in liability limits.
Property insurance deductibles are
optional, along with extra coverage
for plate glass and signs.

Business Owners Xtra will be

available Aug. 1, according to :he
company.

For information contact William
S. Cooper or William J. Killen, The
Continental Insurance Cos., 80
Maiden Lane, New York, N.Y.
10038; 212-440-2280.

Rent a manager
Growing companies now c an

"rent" risk and insurance manag-
ers from imaginAction Inc.

Personnel from imaginAct:on
can provide total management ser-
vices from finance and treasury
functions to systems analysis :nd
risk management. Then, as a client
fills a vacancy or assigns staff, ima-
ginAction helps smooth the transi-
tion using their own employees full
time.

To receive more information

write imaginAction Inc., 133
Lawrence Expressway, P.O. Box
2959, Santa Clara, Calif. 95055; 408-
248-3006.

Security control
Western Security Products has

developed a new premise control
device, the model WSP-214.

The WSP-214 rings a bell, oper-
ates an 18-volt siren driver and a

30-watt speaker. The audible signal
has an automatic turnoff and reset.

A regulated power supply keeps a
gel cell ready for emergency use.

Up to four remote key switches
with LEDs can be used in the

panel. A 24-hour supervised emer-
gency circuit is reset with the same
key switch to avoid confusing sepa-
rate switches.

For more details on the WSP-214
contact Tony Ciaccio, Western Se-
curity Products Inc., 210 W. Wal-
nut St., Compton, Calif. 90220; 213-
774-2395. •

DON'T TAKE A CllANCE

No crime insurance 7

Your broker should

have called SAEX '

CALLSAIX.
THE SAEX GROUP - UNDERWRITING OFFICE

474 APPLETON STREET, HOLYOKE, MA 01040 TELEPHONE (413} 538-8261

OUTSIDE THE 413 AREA. 1 -800-332«3847 OUT OF STATE, 1 ·800-628-8906

TELEX. 95-5494 CABLE, SAEXINS-HLKE
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• The 18th edition of Statutes

Affecting Liability Insurance,
prepared by the American Insur-
ance Assn., is available. Last issued
in March 1977, the pamphlet con-
tains digests of state statutes on
negligence suits and liability insur-
ance coverage. All state laws en-
acted before Jan. 1 are included,
along with the time limitations on
personal injury, property damage,
wrongful death and medical mal-
practice actions. The pamphlet is
available for $8 to association
members and $10 to non-members,
plus applicable sales tax. The cost
includes future supplements. Write
Publications Department, Ameri-
can Insurance Assn., 85 John St.,
New York, N.Y. 10038.

• International Benefit

Guidelines 1981, a new reference
book providing abbreviated infor-
mation on employee benefits in 42
countries, has been published by
William M. Mercer International, a
division of William M. Mercer Inc.

Information on each country in-
cludes government-mandated ben-
efits, pension legislation, health
plans and financing programs. The
book groups countries into five re-
gions with a general overview that
describes the impact of economic,
political and social factors on bene-
fit programs in each region. For a
free copy write William M. Mercer
International, 1211 Ave. of the
Americas, New York, N.Y. 10036.

• A leading member of Con-
gress and top insurance industry
officials share their views on key
workers compensation issues on
a videotape available to insurance
producers and corporate officials.
Prepared by the National Council
on Compensation Insurance, the
tape features selections from an ad-
dress by Rep. John Erlenborn, R-
Ill., and a roundtable discussion by
top insurance company executives
on various workers compensation
issues including federal program
costs, occupational disease, open
competition and self-insurance.
Participants in the discussion in-
clude William 0. Bailey, president
and director, Aetna Life & Ca-

sualty Co.; Melvin B. Bradshaw,
president and chief executive offi-
cer, Liberty Mutual Insurance Cos.;
and John A. Schoneman, president
and chief executive officer, Wau-
sau Insurance Cos. The videotape,
which is edited, is available in M-
inch and 9-inch formats and costs

$50. To order contact the Public
Affairs Department, National
Council on Compensation Insur-
ance, One Penn Plaza, New York,
N.Y. 10019.

• A new directory of employee
benefit terminology is available
from the International Benefits

Reasearch Associates Inc. Entitled

Employee Benefit Terminology
in the United States of America,
the directory defines and explains
more than 300 terms that have spe-
cial application to the employee
welfare and retirement plan design
and financing. The directory costs
$7.50. Contact International Bene-
fits Research Associates Inc., Box
241, Old Greenwich, Conn. 06870.

• A new 12-page employee edu-
cation folder, Your Personal
Backache Prevention Wall

Chart, is available from Dray Pub-
lications Inc. The folder opens up
into a daily check-off chart featur-
ing four basic stretching exercises
designed to "recharge" your pos-
ture. A catalog of safety training
materials, that includes ordering
information and prices, is available
from Dray Publications Inc., Route
5, Deerfield, Mass. 01342.

• Also available from Dray
Publications is a life-size fire-

righting poster, part of a 1981 fire

prevention program, "Stop Fire."
Other material includes a picture
booklet showing step-by-step how
most home fires start, a two-part
fire escape folder covering both
high-rise and home-escape proce- 1
dures and a coloring cutout kit for
kids. Samples and ordering infor-
mation are available from Dray
Publications Inc., Route 5, Deer-
field, Mass. 01342.

.

Haue a new repon, booklet or pro-
motional brochure you'd like to send
to buyers of insurance? Business In-
:urance will descrite your material
as an editorial service in the weekly

Info for Buyers column. Simply send
us a short description of the material
to be offered, along with a cost and
mailing address. Address all contri-
butions to Info foT Buyers, Business
Insurance, 740 N. Rush St., Chicago,
m. 60611.

Our editors make it their business
to know your business.

BUSINESS INSURANCE, the national newsweekly of loss prevention, risk financing and benefit
management offers an exclusive index to all articles published in Bl beginning January 1981.
Subscriberstothe Editorial Index willieceivethree quarterlyindexes and onecumulativeannual
index... all prepared in an easy-to-read, integrated format
by subject, persons quoted and companies mentioned.

If you need access to news and information vital to making
sound decisions that could have a major impact on your
corporate profit and loss statement, make the decision to-
day to subscribe to the new Bl EDITORIAL INDEX.

1981 Editorial Index ...$ 60*

1981 & 1982 Editorial Index ... $110*
'Foreign postage addit:onal

To order your copy of the Bl Editorial Index write to:
0/:*-'.

Ms. Ronnie Drachman                           -

BUSINESS INSURANCE                                -

Editorial Index --.BrF-
220 E. 42nd St.

New York, NY 10017 Iffti,0.--.ill......
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Burch resigns as James' chief executive
William E. Burch, Eresident of

Fred S. James. & Co. Ir-c., is resign-
ing as a member of Jan-s' office of
the chief executive.

Chairman Charles 1 0'Malley
is now the sole chief executive offi-
cer of the firm. The action formal-
izes Mr. Burch's preiiously an-
nounced plans to relir.quish serior
management responsibilities and to
focus his attention or the pod-
uction of business from the office
he is establishing in Los Angeles.

He will continue as president

comings & goings: industry
and a member of the executive
connnnittee.

Other agent/broker changes:
Edward J. Lunney named pres-

ident and chief executive officer of
Rollins Burdick Hunter of Penn-
sylvania. He was previously senior
vp of RBH's Pennsylvania subsidi-
ary and manager of its Hershey of-
fice.

WHY ITS GOOD BUSINESS TO HA/ERANGER'S
SPECIALIZED PROTECTION

Our kind of

specialization means a
more knowledgeable

handling ofour customers'
insurance needs.

The dictionary says thai to specialize is"to concentrate one's
efforts in a spec.at activr:y or field..." That's just what we
have been doing for many years - providing specialized

products and services to our customers on the best possible
basis at all times.

** RANGER
.. INSURANCE COMPANY

A Subsidiary of

A
Anclerson Clayton

Atlanta · 404-457 7211 (RO. Box 105028) 30348
Denver • 303-779-8383 (RO. Box 3195) 80111
Houston• 713-622-6500(RO. Box 2807) 77001

Kansas City • 913·649-5500 (RO. Box 8650) 64114

THE SPECIALISTS

.

h

Robert M. Cheverton elected
president of Bayly, Martin & Fay
of San Diego. Milton R. Chever
ton, who had been president, be-
comes chairman.

John L. Goodyear named man-
aging vp of the Bloomfield, N.J.,
office of Alexander & Alexander
Services Inc. William D. Boyle
has joined A&A's Bostcn office as a
vp and producer.

Ralph L. Gremmel appointed
director of risk management for
Fred S. James & Co's Southwest-
ern region.

Christopher G. Drivas ap-
pointed vp of the Naticnal Boiler &
Machinery Division of Fred S.
James & Co. He will be located in
Los Angeles.

Michael N.

 Brown pro-
-- moted to senior
-, 7// vpof Corroon &

_ 1 Black/Kessler-
 Bodenheimer
I i - 1 Inc.

Donald A.

, Gemming,
-i- John S.

Childress, S.
Brown Hobart Lock-

ett, Raymond
S. Guidos, Charles Sabatino,
David M. Santi and Walter S. To-
menson Jr. named senior vps of
Marsh & McLennan, Inc. Anthony
F. Fauerbach named vp.

Lawrence E. Gilbert promoted
to vp in the property/casualty de-
partment of Corroon & Black Co.
of New York Inc.

Charles Proctor named mar-

keting and risk management ser-
vices manager of Marsh & McLen-
nan Inc.'s Washington, D.C., office.

John P. Gallagher and Stephen
J. Weiss appointed assistant vps of
Johnson & Higgins of Ohio Inc. in
Cleveland.

William E. Morrow joined
Bayly, Martin & Fay's Los Angeles
division as senior average adjuster
and marine executive.

Ruth Goodenough promoted to
account executive at Fred S. James
of Texas.

Mary Donna Doyle named an
associate of Barney & Barney in

INLAND MARINE RISKS?
We offer producers facilities for
insuring all classes, capacity to cover
all sizes, expertise to make sure their
clients are properly protected and enjoy
competitive rates.

NewYorkMarine Managers,Inc.
Underwriters and Managers representing American
Companies for MARINE INSURANCE-ALL CLASSES
123 William Street, New York, N.Y 10038
Phone: 212-349-1600 Telex: 129200NYMM NYK

Producer inquiries invited. Contact Bill Tap.

San Diego. Also joining that firm
was Michael T. Walsh.

Jerome Aparton elected senior
vp of Clifton & Co., headquartered
in San Francisco. Thomas P. Bar
rett and Sandra J. Miller were
elected vps, while Rebecca A.
Breedlove, Gregory M. Doherty,
Leland R. Lewis, Terry L. Mur
ray and Edward M. Troy were
named assistant vps.

John K. Handel appointed resi-
dent vp of Markel Service Inc., a
general insurance agency in
Tampa, Fla.

Charles L. Kaufmann, Kevin
J. MeGreevy and Jerome J. Rear
don made partners of Thomas
McGee & Sons Insurance Agency
in Kansas City, Mo.

Hebert Friedlander, Timothy
Gaffney and Frank Wheeler ap-
pointed vps of Seitlin & Co. in
Miami.

Insurers
Robert D. Nunes and Bruce E.

Mackenzie promoted to executive
vps of UniCare Insurance Co., a
workers compensation insurer in
Orange County, Calif.

Underwriters Salvage Co. set up
a new regional alignment of its sal-
vage division. The regional manag-
ers are: H. Frank Lively, South-
east; John C. Richmann, North-
east; F. Jack Garvin, Midwest;
and Herman C. Peters, West.

Philadelphia Manufacturers Mu-
tual Insurance Co. in Valley Forge,
Pa., elected four vps: Daniel F.
Downey, vp of boiler and ma-
chinery underwriting; John A.
Kukulka, vp and treasurer; Ro-
bert W. Speers, vp of boiler and
machinery engineering; and Paul
E. Towhey, vp and controller.

Kenneth A. Jones named to the
post of director of fire, claims and
data entry systems at Nationwide
Insurance of Columbus, Ohio. Gay-
lord E. Smith named director of
management information system
development and George A. Lett
named reinsurance officer at the
same company.

Harold R. Hopkins elected vp
of group pension services for Pru-
dential Insurance Co.'s Group Pen-
sion Office Florham Park, N.J.

David A. Cairns appointed resi-
dent vp of INA Underwriters In-
surance Co. and its subsidiary, Pa-
cific Employers Insurance Co.

The New Hampshire Insurance
Group appointed Edward S. Col-
burn director of the marine de-

partment. The New Hampshire In-
surance Group is a subsidiary of
American International Group Inc.

Joseph P. McGrath elected vp
of excess and special risk under-
writing for the U.S. Insurance
Group, a Crum & Forster subsidi-
ary.

William C. Alexander II pro-
moted to second vp of the claims
division for the Maryland Casualty
Co. in Baltimore.

American International Cos. an-

nounced a number of promotions
at various subsidiaries. At Ameri-
can Home Assurance Co., Ernest
J. Briesch named Midwest re-
gional property manager; Jill
Wendorf promoted to Chicago ca-
sualty manager; Sylvia Wilson
promoted to Chicago programs
manager; and Elizabeth Peterson
named Detroit property manager.
Claudia Jursenas promoted to
Chicago manager of North Ameri-
can Managers. John Holler ap-
pointed Midwest regional manager
for American International Adjust-
ment Co. Lowell M. Turner
named AIG's Indianapolis repre-
sentative.

Raymond D. Calgi appointed
president for Armco Financial Ser-
vices-Latin America, a new posi-
tion. Mr. Calgi will be located in
the Coral Gables, Fla. office, su-
pervising and developing Armeo's

financial
services

businesses :

throughout J
Lati n

America.

J. Wil-
liam Lee

named vp (,t
of under- 4
writing for Calgi 1,the Re-
liance Insurance Co.

Roger A. Quigley assumed n
responsibility for U.S. Insur-
ance Group's casualty under-
writing department. Mr. Quig-
ley previously was vp of ex-
cess/special risk underwriting 9-
for USIG.

INA Underwriters Insur- ys
ance Co. and the subsidiary, y.
Pacific Employers Insurance 9-
Co., elected Jon M. Livers ex- 1
ecutive vp.

Thomas A. Friedberg
joined The Reliance Cos. as it.
senior vp in charge of Re- in
liance Risk Management Inc., id
Reliance Special Risk Inc., re- 1
insurance and the specialty
companies, including the life f
companies, Reliance Standard ds
Life Insurance Co. and United
Pacific Life Insurance Co. -

e

Excess/surplus Pie

American Excess Un- .th
derwriters Inc. announced •

three promotions: Paul Cook-
sey named president, Jerry
Fox named vp of under-
writing and Tom Ryan
named vp of finance.

John T. Bogart named sen-
ior vp of Falcon Insurance Co., '
the surplus lines subsidiary of 
Commercial Union.

Talbot, Bird & Co. Inc,, an re
underwriting management -g
company, elected Joseph F. et
O'Doherty a vp. ttS

ce

Other suppliers
Barry Clipsham joined '

Professional Insurance Con-

sultants Inc. as manager of the :
special risk/ocean marine de- i
partment. Mr. Clipsham pre- 3
viously was a Lloyd's ocean -

marine underwriter.

Stephen M. Solomon t
named president of Seitlin
Planning Corp., a Miami firm
specializing , ____.-__
in estate ,

planning 
and em- 1«»
ployee ben-
efits.

Alan

Cantor,
formerly of
Marsh &

McLennan, \
joined War- Solomon

ren,

MeVeigh & Griffin of New-
port Beach, Calif. as a senior
consultant, a new position.

INSCO Insurance Services

appointed G.K. "Skip" Soder
as manager of its San Fran-
cisco branch.

Thomas M. Maloof ap-
pointed senior consultant at A.S.
Hansen Inc. in its international
office in New York City.

Reinsurers

Anson W. Clough joined
North American Reinsurance

Corp. as vp of the treaty divi-
sion.

National Reinsurance Corp.
has promoted Carl Zuanelli
to vp and casualty facultative
manager.

Glenn Bailey has joined
Booth, Potter, Sea & Co. as vp
with the facultative depart-
ment. •

a
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. Personal lines ,
You may not see matchbook ads            -
soon, but brokers are increasingly 077* 0 £4,1
interested in personal coverages.

4 '1 1

Nationals choose different paths
By DAVE GALANTI

CHICAGO-The personal lines departments
in the commercial insurance brokerage pow-
erhouses pale when compared with the per-
sonal lines efficiencies of a State Farm agent
or even many independent agents.

This may be changing, however, as big bro-
kers re-evaluate their roles in selling personal
lines coverages.

Some brokers, like many offices of Johnson
& Higgins, almost shun personal lines busi-
ness. Others continue to offer only "accommo-
dation" business for executives of their large
commercial clients.

A third group, though, appears to be aggres-
sively entering the personal lines market-at
least in restricted areas. Marsh & McLennan,
for instance, is working with Chubb & Son,

Inc. to streamline its complicated, carriage-
trade personal lines coverages through a joint
office and may actively market the plan (see
accompanying story).

It's an age-old question: Can a commercially
oriented broker professionally recommend
and service personal lines at a profit? Few are
organized to handle the large numbers of poli-
cies and amounts of data on a low

cost-per-policy basis.
Some brokers, like Frank B. Hall & Co.,

have devised ways to segregate certain per-
sonal lines business, such as offering employ-
ees of designated corporations a chance to buy
personal lines coverages through payroll de-
ductions. Others plug into association groups
to sell coverages.

The majority of national houses, however,
are still pondering just what their corporate

personal lines thrust will be. Reed Stenhouse,
for example, still decides how much personal
lines to write on an office-to-office basis. How-

ever, its New York corporate office is working
to give a broker-wide flair to those goals.

"Some offices feel we shouldn't be involved
in personal lines at all. Others have been for-
tunate in personal lines," says Financial Vp
Phillip Goodman. "Right now, we are wres-
tling with the problem at a corporate level.
We want to see if we can be competitive in
price and still provide the needed services-
today and five years from now."

The answer may depend on future com-
puter purchases, Mr. Goodman adds. "In the
short run, our small commercial needs may
push personal lines to the back burner. But we
just don't know yet."

Continued on Dage 248

Illustration: Milt Priggee

M&M aims

new plan
at the elite

NEW YORK-Marsh & McLen-
nan officials haven't decided

whether there's a big market for its
carriage-trade personal lines pro-
gram with Chubb & Son.

However, M&M's John Murphy
says the program already has been
successful for the nation's largest
broker. The joint M&M-Chubb of-
fice in Roseland, N.J., has been
able to consolidate much of
Marsh's carriage-trade coverages
and reduce the opportunity for
embarrassing errors.

The program is one of Marsh &
McLennan's answers to the prob-
lem of handling personal lines. It
wanted to consolidate the business
rather than sell personal lines as a
loss leader or accommodation.

The program is aimed at sophis-
ticated personal lines buyers who
are willing to pay for risk manage-
ment services similar to those of-

fered commercial clients.

"If we were going to offer per-
sonal lines coverages, we had to
move them to the front lines where

we could do a competent job for
all," Mr. Murphy says.

To do that, M&M decided it had
to streamline the policy distribu-
tion system, improve service and
create career paths that would put
qualified people in personal lines
slots.

Most importantly, however,
M&M officials felt they had to
limit the number of insurers they,
would use.

"We felt at that time that if we

could find one company that saw
the need for more innovative prod-
ucts, we could work together to de-
cide what was offered. Our goals
couldn't be achieved by working
with 200 insurers," he says. "With
that in mind, we talked to the ex-
ecutives at Chubb and established

Continued on page 24B
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Personal

lines: j«»

Continued from page 24A
Reed executives also are exa-

mining what other Reed com-
panies have done worldwide. In
Australia, for example, the broker
has simplified personal lines
through the use of computers and
other means to the point where it
is very good business, he says.

Alexander & Alexander also

sells personal lines on an office-by-
office basis. A&A, however, is
looking for ways to consolidate the
business into manageable hunks.
On the horizon is a program that
will offer employees of A&A cli-
ents supplemental life insurance
and savings plans.

Under the plan, a supplemental
personal lines program would be
designed based on the A&A client's
benefit package. Then employees
would be offered the extra insur-

ance through payroll deduction.
"Take an example," says Tom

Burbank, vp-national life for A&A.

"Suppose an employee works at an
firm that offers a benefit plan
where the life insurance drops to
zero after retirement at age 65.

"What we might sell in that case
is a payroll deduction plan where
we would offer current life insur-

ance at competitive rates that could
be converted to paid-off life insur-
ance at retirement. Maybe we
would attach a savings plan to the
package. The benefit to the em-
ployee is that the package would
be portable-he or she would be
able to leave the company and still
be billed at the new location. The
benefits wouldn't end."

This idea isn't a new one, Mr.
Burbank says. However, A&A only
recently found the insurers with
competitive products to make it
feasible. It had to offer a better

deal than competitors and it
needed insurers that would service

accounts nationwide to handle em-

AUTO DEALERS ONLY

Brokers' solutions vary
ployees who moved.

Someday, the package might be
expanded to cover disability in-
come insurance. However, A&A is

having trouble finding the prod-
ucts it needs, Mr. Burbank says.

Another big-broker approach is
to offer a wide-range of personal
lines coverages to corporate client
employees through a separate of-
fice. Frank B. Hall of Georgia in
Atlanta, for instance, acvises and
sells insurance to employees of
Delta Air Lines (A/BT, May 4).

In the Atlanta setup, a 30-em-
ployee office works exclusively on
payroll deduction personal lines
coverages. The Hall office is tied to
all Delta offices nationwide by tel-
ephone, and employees are en-
couraged to use the service during
the working day.

The primary insurer is The Tra-
velers Insurance Co., and Hall
prices the insurance as any other
broker or agent normal: y would.
The firm takes a standarc commis-

sion from each policy.
But not every broker: ge office

wants to sell personal lir.es at all.
For example, while Johnson &
Higgins executives say there is no
corporate policy on personal lines,
several profit centers have opted to
sell off their entire personal-lines
books to smaller agencies.

In New York, for example, J&H
even eliminated many n)n-group
coverages for its executives, says
vp Seth Faison.

"We're set up differently than
some brokers. We've concentrated

on medium-to-large commercial
accounts and aren't the giant con-
glomeration of smaller agencies
that some brokers are," he says.
"Therefore, we haven't had as

Salesmanship + Product = A Sale
I We Have the PRODUCT.

0 We Have the SERVICE.

I We Have the KNOW-HOW
• DO YOU NEED US?

Call orwrite: Randy R. Foster. Sales Manager.

21535 Hawthorne Blvd. Suite 322. Torrance. CA 90503 213 540-9221

GET OFF
YOUR HIGH HORSE.

If you're having a hard time placing Work-
ers' Compensation Insurance for your clients
who are employers in any horse-related op-
eration, Rhulen promises to make things
easier at rates that are more competitive.

We're the largest agency in North America
that specializes in Workers' Compensation

and Liability Insurance for people whosejob
involves handling or exercising control of
horses. And, our specialists know as much
about horses as they do about insurance.

For immediate service call Lisa Garn-

Madnick, Brokerage Manager, And find out
how easy a hard thing can be.

 RHULEN AGENCY INC -A
Equine Insurance Specialists

CALL TOLLFREE ANYWHERE IN THE U.S. (800)431-1270
59 -Inlin Street. Neu· York. N.Y. 10038(212) 924-1950

217 Broadway, Monticelll), N.Y. 12.701(914)794-8000 • TWX 510-240-8385

much personal lines business.
"In New York, we handled per-

sonal lines as more or less of an

accommodation," he adds. "After
you have been in New York for a
decade, you find you're insuring
the grandson of a former treasurer
of a former company. It's no longer
valid accommodation business.

"We had to decide whether we

should take up valuable floor space
with personal lines business. When
the space crunch comes, that may
be one thing you can eliminate. In
New York, we decided it wasn't as
profitable as the floor space de-
manded. We aren't snooty about
doing small business, but it's just
too costly to do in New York."

Personal lines also doesn't have

much of a booming future at Ryan
Services Corp., says president
Harold H. Hines.

"The handling of paper for the
run-of-the-mill personal lines busi-
ness is just not supported by the
kind of organization most large
brokers have," Mr. Ryan says. "I
wouldn't want to set up that kind
of system because the market is al-
ready effectively served.

"Payroll deduction isn't, in my
opinion, a growth area for anybody
because employers are concerned
that unions will come to demand it.

Brokers can do it well and give
very good service. But I think it
demands a lot of a risk manager to

undertake it as a corporate servic,
Accommodation business grow
with corporate business, but als:
isn't booming."

Neither is Mr. Hines bullish o'

so-called carriage-trade business.
"Advertising for carriage trai

business will generate business tht,
needs enormous amounts of pe
sonal service. This type of servi.
doesn't lead to careful attention t

profit margins," says Mr. Hine
"In addition, this type of perso:
wants to do business with friend:

and that's where the independen
agent plays a role. It will be hard t
move those accounts."

Fred S. James & Co. is more 0,

timistic about personal lines.
"We actively look for it," sa:

executive vp Timothy Mahone
"We claim to be a full-service br

ker and to be that you have
offer personal lines. We think it
a cost of doing business.

"We try to do a good job of ,
Our clients want more service th:

a direct writer can give them ar
that's what we try to provide. A.
you can be profitable with it."

James is against consolidation,
personal lines into one office, adr
executive vp Charles Keller.

"What we have to sell is the pe
sonal touch," Mr. Keller says. "W
can keep that touch only by kee,
ing control of the business in t}
various offices. We're happy wj
that approach."

M&M, Chubb offer
customized policies
Continued from page 24A
the program."

The joint office isn't set up to
offer homeowners a HO-5 policy.
Difficult personal lines projects get
the combined M&M risk manage-
ment techniques and Chubb's ex-
perience.

"We can never compete with the
direct writers on coverages and we
don't intend to," Mr. Murphy says.
"But we can serve people who are
concerned about their coverages
and need counseling. Premium size
isn't as important as the client's
perspective-we could be looking
at a home worth $100,000 or $3
million. Anybody can deliver a
HO-5 policy; we're looking for the
person who wants more."

"We've always written a large
share of personal lines business
with Marsh," says Dick Stewart,
senior vp and director of Chubb &
Son. "We also always have written
a great number of policies for the
type of people we are talking about
-clients with complicated expo-
sures such as jewelry or fine arts."

The Roseland office is designed
like an "L," says Mr. Stewart, with
M&M employees sitting in one
wing, Chubb staff on the other.
Primary underwriting authority
remains with Chubb, and the in-
surer provides claims work out of
its individual U.S. branch offices.

M&M employees do much of the
up-front work, such as inputting
policy or application data into a
computer. Once that work is per-
formed, it is sent around the corner
to the Chubb employees for under-
writing, Mr. Stewart says.

M&M's Mr. Murphy says about
65% to 75% of its eligible personal
lines business is now under the

plan. The centralization assures
M&M that those coverages, often
written for important commercial
clients, are not shoved under the
table.

"We have to be in the position of
controlling these coverages our-
selves," he says. "We no longer
want to run the risk of being only

one producer in an insurer's offit
where 40 others are competii,
with us. If we are going to mark,
products to our commercial cliet
or to the person who sees insuram
as a financial service, we can't tur.
around and tell them that their pc
licies are in a computer in For
Wayne and we can't get them out.

Mr. Murphy says M&M is tryin,
to soothe the effects of the progran
on its other insurers by offerint
them a quarter-share of the pro
gram's reinsurance.

"We want to be fair, but we jus,
can't work with 120 primary insur-
ers and still be competitive," Mr.
Murphy says.

Many times, an insurance pro-
gram is established to fill a certain
need. In this case, Mr. Murphy and
Mr. Stewart aren't sure a big mar-
ket exists outside of Marsh's pres-
ent clients. They hope so, however.

"We're working on a marketing
plan right now," says M&M's Mr.
Murphy. "The first phase of this
program was to become confident
in the products we deliver. The
second will be how to market it.

"I think you can safely say that
major brokers don't do much mar-
keting of personal lines. We think
we can do it."

The program has given Chubb
an increased share of Marsh busi-

ness, but it is too early to tell
whether the insurer will gain sub-
stantial new business beyond that.

"The factual answer is that we

don't know if there is a large new
market for this type of coverage
yet," Mr. Stewart says. "So far,
we're working to take the program
Marsh offices countrywide.

"However, we both think there
are people out there with substan-
tial things to insure who want
careful coverage and to be treated
honorably. They don't want to get
banged around by their insurance
company. We think there are
enough out there to keep the pro-
gram alive. In any case, we're
going to find out." •



WE STAND BEHIND HARDHIATS.
And hundreds of thousands of other workers, too. That's because

Continental Special Risk Underwriters (CSRU) specializes in meet-
ing the casualty needs of large risks.

At Dresser Industries, for example, we provide comprehensive
coverage-general liability, worker's compensation and commercial
auto. At Louisiana State University, we handle their general liability
and worker's compensation protection. And whatever your needs,
our experts can provide tailor-made coverage on a primary, umbrella
or excess basis.

As part of our casualty insurance program, you cancall on us for
financial and cash management plans that help insure a sounder
future. And if you're interested, we also offer risk management
services for captive insurance companies.
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And if that's not enough, standing behind us is The Continental
Corporation with all its vast resources. Ready to augment our
coverages with everything from claims services to loss control and
industrial hygiene.

So when you're looking at a large casualty risk, look into CSRU's
expertise. We bet you'll want us to stand behind you, too.

For more information, contact your nearest CSRU representa- ,
tive. Forhis name, write: R.H. Dorgan, Vice President,
Continental Special Risk Underwriters (CSRU),
83 Maiden Lane, New York, NY 10038.

Take a look at the risks we take. CSRU-q,M i ICC 1962

Continental Special Risk Underwriters

83 Maiden Lane. New York. N.Y. 10038

A facility Of The Continental Insurance Companies: subsidiaries of The Continental Corporation
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Professional Liability Division
1700 Commerce Drive
Atlanta, Georgia 30318
(404) 355-9400
Telex: 804309
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IIR, ACORD unite
to standardize links

WHITE PLAINS, N.Y.-The In-
surance Institute for Research and

ACORD Corp. have joined forces
to help bring ACORD's work on
paper forms to agency minicom-
puter screens.

A joint standards committee of
the two organizations has been
formed to continue working to-
ward an effective, widespread link
between agency and insurer corn-
puters, says John W. Folk, IIR's
president.

"As we researched what needed

to be done in automation, we found

it is extremely difficult to create an
interface system between insurers
and agents when the size and the
manufacturers of those computers
vary so greatly," Mr. Folk says.

WE TAKE PRIDE
IN LISTENING
Toyoul

Do you need to be heard?
Gaines professionals are great listeners.
We want to hear your ideas for Special Package

Programs. Large Mono-Line Properly Programs,
and Incidental Professional Liability Programs.

We act on what we hear. We can assist you
with our broad range of coverages:
Property Limits up to $10,000,000, DIC includ-
ing Quake and Flood, Packages for Stan-
dard and Surplus Lines Risks, Products,
CGL, Umbrella Limits up to $5,000,000. In-
House, Excess, Inland Marine, Builders
Risk, Specialty Coverages (D. & 0., E. & 0.)
and Ocean Marine Cargo.

We take pride in listening to you, acting
on what we hear, and meeting the needs
of your clients. We want to aiscuss your
large Property and Casualty accounts with
you. Con»act our office nearest you:
Akron, OH WATS.                   . (800) 362-9688
Outside OH . .(800) 321-9475
Atlanta, GA WATS . . (800) 282-6532
Outside GA . . . (800) 241-2046
San Mateo. CA WATS . . (800) 632-2721
Outside CA . (415) 572-1881
Seattle, WA . . (206} 624-3785
Sioux Falls, SD WATS . (800) 952-2351
Outside SD. . (800) 843-7982

J. GORDON GAINES

INCORPORATED
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"For instance, there are more than
50 different vendors on the agency
side of things. With the insurance
companies, there is primarily one
(IBM), but the company computers
are much larger than the agency
ones.

"Therefore, we concluded there

were two things we could do. One
was to build a translator facility,
which used to be called the 'black

box,' to separate all the different
signals and pass them along. The
other was to help vendors make
changes in their systems that could
avoid the use of that translator," he
says.

The latter probably will be
adopted, Mr. Folk says.

"Once they are established, more
and more vendors will agree to use
the standards," he says. "By the
end of the decade, there may be
little use for the black box as the

computers grow more and more
alike. In any industry of this sort,
at first vendors experiment with
many different plans, then narrow
their lines as the best ideas win out

over the poor ones.
"It's somewhat like the history of

the telephone. At one time there
were 50,000 telephone companies
in the United States. Today there is
primarily the Bell System."

The communication standards

were the first to be established by
the joint committee, Mr. Folk says.

The vendors will be asked to
build these standards into their

systenns.
The committee will also work on

a data dictionary to standardize
common terms, then start on trans-
action standards that will turn

ACORD paper forms into elec-
tronic forms.

He says the data dictionary is ex-
pected to be completed by October
and the transaction standards will

be completed by early next year.
After that, the committee will turn
its attention to working on new
forms and maintaining the old
ones.

"We feel that there will always
be the need for a group to stan-
dardize forms and terms, even
after our initial work is com-

pleted," Mr. Folk says. "So this will
be an ongoing project. We'll main-
tain the standards, and when
someone has a new project or new
form to complete, they can come
and work with us to make sure it is

compatible with the industry's
computer systems."

Eventually, the committee might
lead to the merger of ACORD and
IIR, he adds. •

IIAA offers
tape course

Agents interested in the pros and
cons of commercial lines mass

marketing may be able to answer
some of their questions via a new
tape offered by the Independent
Insurance Agents of America.

The tape, "Commercial Mass
Merchandising, Past and Present,"
was developed because the agency
association officials felt that the

concept of mass marketing com-
mercial lines of insurance has

often been confused with personal
lines mass marketing.

The tapes, which cost $9.95 each,
are available from the IIAA, 85
John St., New York, N.Y. 10038 or
call 800-221-7917.
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RECRUITING PRODUCERS
Independent agencies have for years sought efficient ways to
hire new producers. Recently, agency associations and franchise
groups have entered the battle, serving as central recruiting
clearinghouses to reduce the chance of costly hiring errors. As-

sociations in Connecticut, Florida and Wisconsin are going after
college graduates or mature career changers to staff new pro-
ducer positions. The ISU franchise organization has begun a
program to interest college sophomores in insurance sales.

FLORIDA: Upstarts aid FAIA agencies
TALLAHASSEE, Fla.-In the upcoming

year, a lot of insurance agencies and insurers
are going to look closely at 14 Florida "up-
starts."

These 14 college graduates are in a pilot
training program sponsored by The Last
Manifesto and the Florida Assn. of Insurance

Agents. The sponsors hope to show once and
for all whether an agency association or
other industry group can serve as a recruit-
ing clearinghouse for new agency producers.

Their goal is to find an efficient way for
small, independent agents to recruit badly
needed personnel, says Steven C. Goodfel-
low, the FAIA's director of management
programs.

In addition, the FAIA hopes the pilot pro-
gram will yield some yardsticks to measure
the potential success of applicants :so one-
and two-producer agencies can minimize the
chance of making hiring mistakes.

"The project started last summer when I
traveled around Florida speaking to our as-
sociation members," Mr. Goodfellow says.
"They told me they were having a difficult
time finding new personnel. We got The gen-
eral feedback that each individual agency
can't travel around the state or advertise in

every newspaper to find producers The ex-
pense would be enormous.

"At the same time, (FAIA Executive Vp)
Tom Johnson and (FAIA General Counsel)
Frederick Karl were finding that insurers
were also concerned about the situarion," Mr.
Goodfellow adds. "They were worried about
agency perpetuation especially because there
are a lot of agents nearing retirement with
nothing to do with their agencies except
close or sell out. The companies feli it would
help if those small agencies got an influx of
new blood."

The FAIA outlined a pilot project last
November to see if it is possible lo recruit
good new talent and place them in large and
small agencies.

That project was approved in February by
the governing committee of The Last Mani-
festo, a group of 20 insurers and the FAIA
that focuses on problems of interest to both
insurance companies and agents. The organi-
zation agreed to fund nearly 80* of Mr.
Goodfellow's time to arrange the program,
plus travel, organization and tabula.ion fees.

As a result, Mr. Goodfellow says he is
practically a full-time recruiter, sales man-
ager, training coordinator and mother to the
14 finalists, who were selected out of an ini-

tial pool of 218 candidates.
"We started on college campuses," he says.

"I sat in hotel rooms after running ads in
local newspapers asking people to call our
direct line if they were interested in an in-
surance career. We used professional busi-
ness groups to provide us a forum to over-
come the inertia of many young people to
become insurance producers."

After a candidate showed an interest in

the program, he or she was interviewed sev-
eral times. given a personality test and asked
to meet with the agents participating in the
pilot program. The agents foot the bill for
the participants' salaries and progress.

Fourteen men accepted offers to partici-
pate in the program; three women declined.

After being shown off at the FAIA's con-
vention in June, the 14 'upstarts" began
work in early July. Each is under the guid-
ance nct only of agency principals, but also
the FAlA and Mr. Goodfellow, who has pro-
vided each agency with different develop-
ment programs suited to individual goals.
Most common, he says, is a program that
starts in personal lines and finishes with
small commercial lines in about a year.

Of the 14, three have sales experience and
two have experience with property/casualty
insurers. Five have insurance degrees, while

the other four have neither sales nor insur-

ance backgrounds.
They all are aggressive, and they are being

encouraged to become even more so. The 14
upstarts are pitted against each other in a
46-week competition measuring their success
in achieving their individual goals. They also
will be pitted against a group of 14 "seniors,"
agency veterans with one or more years of
experience who will report their sales fig-
ures during the 46-week competition but re-
ceive no guidance from the FAIA.

"The upstarts will be competing on how
far they go toward earning commissions that
equal or better their first year's salary or
draw," Mr. Goodfellow says. "In all, we
think the 14 will bring in $1.5 million in pre-
mium in the first year.

"We have gone to great effort to make
sure those goals are fair," he says, admitting
there is variance in the amount of compen-
sation each of the upstarts is scheduled to
receive. "We took a look at the agency, the
market, premium levels in the area and the
person's experience before coming up with
the goals."

The 14 upstarts and the 14 seniors will re-
port the following achievements weekly to
the FAIA:

Continued on page 246
Steven Goodfellow hopes to prove associa-
tions can recruit new producers.

Football player turns upstart
TALLAHASSEE, Fla.-Keith Jones used to be a football player

for Florida State University. Now he's an upstart for The Last Mani-
festo.

Although his father is the owner of an insurance agency, Mr. Jones
didn't automatically head towards an insurance career.

"My la:her owns an agency, but if anything that should have
driven me away from the business," Mr. Jones says. "People were
always complaining or calling my dad at home. But insurance did
kind of fascinate me.

"Then ] went to Florida State on a football scholarship. FSU also
happens to have a good insurance program and that solidified things.
I decided ro go into insurance."

However, Mr. Jones says he didn't want to work for the family
agency because he was interested in commercial rather than personal
lines sales. When the school's Insurance Day arrived last year, he
talked to a couple of agencies, five or six insurers and an adjusting
bureau. Nothing came of it, until he heard about the Florida Assn. of
Insurance Agents-Last Manifesto pilot program.

Aft€ r interviews, personality testing and talks with three agencies,

he was hired by John E. Hunt & Associates in Tallahassee.
"If I would have gone home, I would have been stymied," he says.

"The agency is primarily personal lines, and my dad works dif-
ferently than I want to. I also wanted to stay in Tallahassee."

Mr. Jones says he has three goals for the future:-to keep learning
(he is enrolled in Chartered Property & Casualty Underwriter and
Accredited Advisor in Insurance courses), devote time to production
rather than paperwork and let hard work keep him and his family a
step ahead of inflation.

Someday, Mr. Jones says, he will obtain some of the control of his
father's agency.

"When that time comes, I would like to be active in it," he says.
"But at the same time, I don't want to be tied to it. I think I am going
to enjoy what I'm doing here."

For now, he's working on his training and discovering the ins and
outs of working with a new agency.

"My goals are not specific," Mr. Jones says. "I don't have a goal to
make so many dollars in so many years. If I work hard, the money
will come. My biggest job today is to meet people and get business." .

WISCONSIN: IIAW recruit plan born

IIAW hopes to recruit mature career-changers for agency producer

MADISON, Wis.-Like many
agency observers, Paul Mast is
concerned that the average princi-
pal spends only 7% of his time sell-
ing. He's also concerned that the
average producer doesn't do much
better at 17%.

The executive director of the In-

dependent Insurance Agents of
Wisconsin says he realizes neither
he nor his association will change
the sales habits of principals or es-
tablished producers. But he and
John A. Popp, the group's educa-
tion and training coordinator, hope
they can create a new wave of
young producers who will spend
more time on sales.

So, like organizations in other
states, the Wisconsin group has es-
tablished a recruiting and training
program for new producers and
other agency personnel.

.

we want to select the persons, place
them and then motivate them to

sell," Mr. Mast says. "It was a pro-
gram we really started about eight
to 10 years ago. But it just hasn't
gotten off the ground as well as we
would have liked."

The resolve and resources to

launch the program now exist. The
association wants to help its mem-
bers avoid mistakes when hiring
new people, he says.

"We don't want to tell people to
hire producers, then give them a
manual and send them out on their

own without much supervision.
That way, if they make it, it will be
in spite of the training, not because
of it. What we want to do is put the
recruiting and education problems
into one program."

No potential producers have
been recruited yet, Mr. Popp says.
The association has just finished

ing new producers that will go to
all its members. The guide outlines
the program and then details what
producers should learn week by
week for one year. Tips on inter-
viewing are also included.

The week-by-week program
lists the supplies and materials that
agencies will need to help their
new producers complete the
weekly goals. Still, the plan can be
adapted by agencies to meet their
individual needs, Mr. Popp says.

"We want to work with the

agencies if they already have a
good training program themselves
or in conjunction with an insur-
ance company," he says. "We'11
take our program and dovetail it
into theirs.

"No matter what the course,

however, in one year the agencies
should benefit from a new multiple
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Connecticut:
Veteran program assists 225 firms

WETHERSFIELD, Conn.-The
Independent Insurance Agents of
Connecticut knows how to recruit

and train producers.
Although many state agency as-

sociations are just starting their re-
cruiting programs, the Connecticut
group has been providing that ser-
vice for seven years.

Nearly 250 new producers have
graduated from its 13-day orienta-
tion school. Graduates have
worked for more than 225 differ-

ent agencies in the state.
The main goal of the project is

perpetuation of agencies, says
Warren C. Ruppar, agency devel-
opment director for the IIAC. Mr.
Ruppar wants to see a continual
stream of new blood flowing into
Connecticut agencies.

"In the past two years, we have
seen more new agencies and faces
want to participate in the program
than ever before," he says. "Many
joined the association because of
the program. It is definitely grow-
ing, and some of the larger agen-
cies have used it more than once."

The association sees its role as a

liaison between agencies and po-
tential producers, Mr. Ruppar says.
Like its Florida counterpart (see
story, page 24E), it wants to reduce
the risk that its agency members
will hire the wrong person.

"Seventy-five percent of our
membership is the one- and two-
producer shop," he says. "These are
really the ones I want to help.
They probably have never hired
someone before, and it's a big gam-
ble for them. That's why we screen
and test as much as possible."

Most of the 250 graduates either
have been first hired by an agency
and sent though the program or
have been referred to the associa-

tion for help by insurance industry
employees. Last year, a new em-
phasis on campus recruiters netted
the program three recent college
graduates.

Mr. Ruppar admits that's not
many, but he hopes for better luck
as the program progresses. He will
continue to tell the prospects that
70% of the programs's 250 gradu-
ates were still in the agency busi-
ness as of last November.

The program often begins with
the agent who wants to hire a new
producer, he says.

"That agent will probably call us,
then we go out to talk about what
his goals are for the agency:
whether perpetuation is a problem,
or he just wants more free time or
to increase sales.

"Then we do a four-page agency
profile that gets into what type of
person the principal would like to
hire. Maybe the principal wants to
hire a young woman or a 40-year-
old man with technical expertise. It
all depends, but the profile gets
them thinking."

Principals are urged to look at
their own employees first. There
may be a bright person already on
staff who could be trained. If not,
the principal goes to the associa-
tion, which begins recruiting. The
association screens candidates and

refers them to likely employers.
"I play the matchmaker role in a

lot of cases," Mr. Ruppar says. "We
test and screen potential producers
and then refer good candidates to
good agencies."

The program has found more
agencies seeking employees than
good potential producers to send
them, he says. A large pool of ap-
plicants might discourage those
waiting, but that won't be the
problem soon, he says.

"Our 13-day basic course is held
every other month and is limited
to 12 people per session," Mr. Rup-

par says. "Right now, we'.e
averaging about eight people per
session. There are only so many
people interested in agency sales
that would do a good job."

Eleven of the 13 days afe spe,t
teaching insurance products, one
day is used for sales training and
another is spent taking the Con-
necticut agent's examination. Mr.
Ruppar says he believes his candi-
dates can be productive to agencies
at that point.

"The agency then has to a 2-
quaint the new producer with the
office structure and the like, but
we think the person is ready :0
start doing the job," he says. "The

rest of the education is pretty
much let to the agency, but we do
offer a system of guidelines as to
wha: to do with the person from
there. Among other things, we may
recommend the new Froducer take
desigr.ation courses or go to a com-
pany school,"

As n sther states, the IIAC rec-

ommendE that principals spend at
least one hour per day with new
trainees to teach, help and ensure
that they stay in the profession.
Most of -.he 30% if the graduates
who are no longer with agencies
quit tecause of bad management,
prcgram )fficials say.

"It's a big investment for any
Cont inueti on page 24L
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The upstarts' graduation picture

Prese ng te
A encan ency
aspromised.

The Promise:
3 'To assist our producers in
. capturing a major portion of the

personal lines market now
controlled by direct wnters."

Lawson L. Sweayingen
CU Chairman & Chief Executive Officer
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Florida agencies hire 14 FAIA upstarts
Zontinued from page 24£

• The number of contacts made, both on the
,hone and in person.

• The number of expiration dates obtained.
e The number of insurance proposals made.
• The number of sales made.
• The dollar value of those sales for which

he agency has received payment.
• The dollar value of the commissions on

hose sales.

The figures will be further broken down into
he amounts of each category that come from
urrent policyholders compared with new pros-
)ects.

Agencies participating in the program had
o sign a contract stipulating that principals
,ould spend at least one hour a day with the
,roducers and send them to FAIA education

essions when required, Mr. Goodfellow sags.
igencies chosen ranged from $500,000 to $55
iillion in annual premium volume.

The results, it's hoped, will indicate whether
such a program can succeed, Mr. Goodfellow
says. "With 14 people we don't expect to get
sound statistics about such a program," Mr.
Goodfellow says. "Still, it will give us indica-
tions. We will start to see whether an outside
force can have an influence over the choice and

development of young producers. We will start
to see whether this type of program can work
for indepedent agents.

"We can also begin to determine whether
agents do better in, say, southern Florida more
than in northern Florida, or whether it is possi-
ble to start untried people directly in commer-
cial lines with any degree of success."

The upstarts will get together four times a
year to share problems and solutions, Mr. Good-
fellow says. They will also be urged to ignore
some of the habits of their older producer peers,
who have come under criticism for not being
sales-minded enough.

"We want the upstarts to stay away from the

System...

bad habits of their predecessors," Mr. Goodfel-
low says. "We have already run into conflicts at
a sales meeting where each producer reported
how many cold calls he made. In the first year,
we require our people to complete about 750
hours of study plus make 20 new phone calls a
day. That's more than many producers are used
to making.

"Fortunately, the reaction of the upstarts
seems to be to wonder how the old guys make a
living," he adds. "They don't want to earn
$18,000 and play golf. They want to earn
$180,000 and play golf. The infection, if it
spreads, will hopefully go in the other direction
-toward the older producers. We tell them not
to do as the boss does."

Mr. Goodfellow would not say how much the
program costs. However, he says such programs
could eventually cost agencies 10% to 20% of the
commission income that the new producers
bring in during their first year.

The
Jo

prv.

CUDAP (Commercial Union's Design for Agency Perpetuation) is the key to a strong offensive,
aimed at the personallines market controlled by direct writers. With CUDAP products and
programs, CU producers will be better able to attract premier business to their agencies.
Here is what CUDAP can offer:

[lie Products
CU's Custom Auto, Superior Homeowners
and Custom Life policies are designed to
give insureds a measure of controlover the
cost of their coverage. These policies are an
effective tool for agents interested in total
account selling.

CU's Custom Auto* policy does away with
rating based on age, sex and marital status.
Annual mileage, use of the vehicle, loss
potential and repairability and past driving
record-these and other factors controlled by
the insured determine the amount of premium
paid and the amount of money saved. . . as
much as 20%.

Superior Homeowners* offers insureds
the chance to save up to 16% on their annual
homeowners insurance if their home is 10
years old or less. If an insured experiences a
loss, the Superior Homeowners policy
replaces it at current market prices, rather
than on the depreciated value.

CU's Custom Life* offers comprehensive
coverage and substantial savings to qualified
insureds. Non-smokers can save up to 40%
with a Custom Life policy.

The Programs
The authority to underwrite personallines
business gives CU's Custom Formula agents
greater control over their futures. An agency
agreement based on mutually agreed upon
goals and objectives, guarantees participating
producers a stable personallines market for
at least three years. The added support of
competitive products, innovative programs
and a generous profit sharing plan provide the
basis for a stronger more profitable alliance
for CU and our agents.

These personallines products and
programsarejustpartofCUDAP-an
advanced collection of services. products and
expertise, offered to help preserve the
American Agency System. CUDAR.. it is
helping to make the CU difference.

*Not available in all states.

C Commercial Union
One Beacon Street, Boston, Mass. 02108

CU Insurance is proud to be the m4jor supporter of the JAM Program.

IIAW plan
to recruit

nears start
Continued from page 24E
lines/personal lines producer."

Although some of the details
have not been finalized, ideally the

tial producers, then test their per-
sonalities against those established
for agency sales. An orientation
would follow to teach the newcom-

mers the basics of the industry.
Then the training and hiring pro-
cesses would begin.

Psychological testing is a big part
of the recruitment process, Mr.
Mast says.

"Experts say that 80% of the peo-
ple in the U.S. are mis-employed,"
he says. "I wouldn't disagree with
that and it's scary. The sooner you
sort out whether you are right for
insurance sales the better, and
these tests can give a good indica-
tion of that."

"In addition, once the in-agency
training period begins, we will use
a four-week review period to see if
the new people are making it," Mr.
Popp says. "Agencies tend to carry
new people too long. With the di-
rect writers, if in three months you
aren't working out, you're out. We
don't want our agencies to make a
$30,000 mistake."

The basic orientation session

will probably last one or two days
on a weekend, Mr. Popp says. Ini-
tial training would be through a
correspondence course so people
could retain current jobs while
waiting to be hired by an agency.
The program will not emphasize
college graduates, he adds.

"The university system is sta-
tewide and we have contacts

there," he says. "But we don't want
to rely on it. The insurance indus-
try hasn't historically been attrac-
tive to those students. And it is

hard for our independents to pay
as much at graduation as graduates
can get elsewhere.

"Recent graduates also aren't
thinking of careers," he adds.
"They're not looking 10 years
down the road. They're looking for
the highest salary available. So
we'll be looking for maturity and a
history of success in a candidate's
present position. Some say 27 is a
good age, but some 23-year-olds are
pretty mature already. We hope we
can romance those people with the
idea of a career path program or
the possibility for more indepen-
dence."

Mr. Popp says he hopes he can
monitor each newcomer's progress
so he can tally successes and adapt
the training as it goes on. He also
hopes the smaller agencies will
participate.

"We're hoping to benefit the
smaller agency. The large agencies,
because they have the money, are
probably already doing the right
things in this area. The small
agents don't have the money, don't
know what to do and don't know

how to evaluate prospects."
Mr. Popp says a few large agen-

cies and a few small agencies have
already indicated an interest in the
program, which he hopes to have
operating by fall. There are five or
six prospects already wanted by in-
dividual agencies who will be the
first through the training aspects of
the program, he adds. Recruiting of
candidates probably won't start
until 1982.

"We have to sell the program,"
Mr. Mast says. "But once it is estab-
lished, we can expect to have good
commitment from the agencies.
Many of these guys are operating
in the dark when it comes to new

producers. We intend to supply
some light." .
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103 Cuttermill Road

Great Neck, N.Y. 11021
(516) 482-7022
Telex: 96-0257

Qwip: (516) 482-1401

AGENCY FACILITIES, LTD.
Representing both admitted and non-admitted
companies noted for their integrity, stability, flexi-
bility and service. Write, telex or call for 48 hour
quotes on:

• Products • Property/S.M.P.s
• General Liability • Primary and Excess

• Residual Value Coverage Commercial Auto

• Custom Prog rams • Liability/Physical
• The Unique . Damage

• Malpractice
45 John Street

NYC, N.Y. 10038
(212) 732-3410
Telex: 12494

opening soon at:
7447 Old York Road

Elkins Park, Pa. 19117

0

If you have a Security Guard Firm
insured or prospect ...

We invite you to
become our partners
in protection!
You'll find your selling job is a lot easier when you offer
tai/ored General Liability coverage and Fidelity
Bonding for guards which is fast becoming required by
the companies they serve. Both are available from
Brownyard America's leading source of protection for
the security guard industry.

And here's another Brownyard exclusive a checklist
for when yo L're providing a survey or quote. It's your's
FREE and it will help you identify dangerous gaps in
coverage. just call or write.

BROWNYARD
\ BROTHERS, INC.

2) Fourth Avenue, Bay Shore, New York 11706
Toll free (800) 645-5820 (except in New York)

In New York (212) 343-3333

r

-r
7 .

I

6 4

ISU:
Franchisor gets interns
a look at agency jobs

SAN FRANCISCO-ISU Cos.

isn't waiting to recruit college
graduates; it s grabbing them at the
undergraduate le, el

The agency franchise organiza-
tion is using some of its fees to
begin a college in:ernship program
for college sophomores and juniors,
says Mary Taylor who is coordin-
ating the project. -Thirteen sopho-
mores are particigating in the first
year of the program at 13 Califor-
nia agencies that are part of the
ISU organizaton.

"The program has both long-
term and short-term goals," Ms.

'2144

4

Taylor says. "In the short run, it's
designed to give sophomores a shot
at looking at the independent
agency business. For the long term,
however, we hope it will be one
solution to bringing new talent into
the business permanently."

Interns are led though a 10-week
program. The first week is spent in
training under the guidance of ISU
at its San Francisco offices. Then
the interns return to their individ-

ual agencies to perform a variety
of tasks, she says.

The 13 were culled from an ini-

tial applicant pool of 56 sopho-
mores, she adds.

"We began searching through
business school or insurance school

contacts at the universities," Ms.
Taylor says. "They did some
screening for us and recommended
people who might be good for the
program. Then those recom-
mended met with our territorial

consultants, who screened them
further. I sorted out the final group
and placed them with agencies."

Most of the applicants either had
a relative in the insurance business

or were looking for "something
that the whole world wasn't into,"
Ms. Taylor says. ISU sought stu-
dents seeking business or insur-
ance degrees because the organiza-
tion felt that indicated the student

wanted a business career.

ISU picked up the recruiting
costs, but the individual agencies
are responsible for salaries and
transportation to and from the
training session. Ms. Taylor says
she recommended pay of $200 to
$250 a week to be competitive with
other jobs and insure that princi-
pals would try to get their money's
worth out of the students.

"We wanted to get these students
committed to the insurance agency
for the long haul," Mr. Taylor says.
"It would be hard for them to do

that if they were doing inconse-
quential work. We wanted to make
sure there was enough agency
commitment to ensure real

progress this summer."
At Ellingson & Jones, one of the

ISU agencies participating in the
program, intern Bob Luttrell has
worked with the agency's com-
puter system and is preparing to go
out in the field to pave the way for
homeowner policy sales.

"Some of the work on the com-

puter, like entering our commer-
cial fleet data, has been cumber-
some and mundane, but he's taken
to it well," says Ellingson & Jones
General Manager Kenneth Brenk.

For the next two months, how-
ever, he will go out into the field to
calculate replacement costs for
homes in the Napa Valley near
where the recent fires destroyed
many homes.

"The homes destoyed there were
in general not insured to their
value, and we've been advertising
a program where we will evaluate
nearby homes," Mr. Brenk says.
"Bob will do that, thereby planting
the seed that may result in us in-
suring the home."

Mr. Brenk says he couldn't be
happier with the program. He has
already offered part-time employ-
ment and a job next summer to his
intern.

"It's been fantastic," he says.
"We've been able to get things
done that we wanted to for 12

months but haven't been able to

assign a person to do it. He's also
got the personality for sales and is
looking forward to getting out into
the field." •
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Seek agency results through and for people
By VINNIE MANAKTALA

Leadership has been described as "getting results
through people." We believe that getting organiza-
tional results though people, while helping get results
for the people at the same time, is not only possible but
must be done if both the people and the organization
are to succeed.

Peter Drucker has described management and lead-
ership as "the lifting of men's vision to higher sights,
the raising of men's performance to a higher standard
and the building of a man's personality beyond his
own imagined limitations."

The role of management in any organization can
frequently be complex, difficult, and frustrating. Yet
effective management responds to the challenge and is
rewarded by continuing organizational success. Unfor-
tunately, we sometimes overemphasize the structure,

Vinnie Manaktala is president of Personal Develop-
ment Services, an Indianapolis consulting firm.

(=/M=) 1 PIA li

.

6

organizational planning
and daily detail of man-
agement. Far too often we
neglect the inescapable
truth that management is,
above all else, the art of
leading and motivating
people. It is these areas of
management concern that
offers the highest returns.

If you are to make
maximum use of the un-

tapped potential of your
people, you must moti-
vate, not manipulate. You
must base your relation-
ship on a fair exchange
Compensation, both tan-
gible and intangible, must
be fair. It must be propor
mance, and this demands a

*BT perspective
tional to employee perfor-
s equitable a means of em-

ployee assessment as you can realistically develop. It is
not idealism but good business to share the success of
your organization with those who make it successful.

The emphasis must be on leading, not dictating; on
persuading and communicating, not coercion; on prin-
ciples, not rules. Trust and delegation must be mas-
tered. Organizational goals are a must, simply because
goals are easier to manage than people. To obtain max-
imum benefits from goal-setting and from the creativ-
ity of your people, they should have reasonable partici-
pation in helping to set the organization's goals.

You cannot "rescue" or do for your employees what
they can do for themselves. You can "help" them grow
by setting the example and showing them how.

This is not soft-minded management; it is strong-
minded management based on establishing specific,
measurable goals and then tracking results. It is a folly
to think that emphasis on people and emphasis on or-
ganizational success are somehow in conflict. People
who achieve make up organizations that achieve.
There is a mutual attraction that benefits both.

Many consider the following list to
constitute the most serious and

common management problems.
They have referred to them as the
"Seven Deadly Sins of Manage-
menC':

• Lack of clearly defined
goals. Failure to adquately estab-
lish and communicate organiza-
tional goals and failure to consider
the impact to personal goals.
• Not realizing the impor-

tance of attitudes. Mistaking
"skill to work" for "will to work,"
"IQ" for "I will."
• Unwillingness to delegate.

Delegation is essential to teamwork
and growth.

• Loss of hearing. People want
recognition. They want to be lis-
tened to.

• Serenity management. The
misconception among agency man-
agers that bliss is synonymous with
growth. All growth in agencies or
brokerages involves action and

) risk.

• Poor time organization. Not
knowing what to do next.
• Procrastination. Knowing

what has to be done but not doing
it.
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"If you hear anything from the claim department,
f,

let me know.

Claim problems may be out of sight but
not necessarily out of mind. So if you're
beleaguered by claim processing hangups,
maybe it's time to check into Bituminous.
Our staff of highly-skilled professional
adjusters handles most claims themselves
for service that is fast, fair, accurate and
with genuine concern for agents and

insureds. Contact Bituminous, the Eull-
line, full-service property/liability com-
panies specializing in business insurance.
We have 24 branch locations ready to
serve you.

U Bituminous INSURANCE

COP,!PANIES

Home Office: Rock Island, Illinois 61201

Branch and Production Offices: Atlanta, Baltimore, Birmingham, Charlotte, Chi'cage, Columbus, Dallas, Denuer,
Des Moines, Indianapolis, Kansas City, Louisville, Memphis, Milwaukee, Minneapolis, Nashville,

New Orleans, Omaha, Philadelphia, Pittsburgh, Richmond, Rock Island, St. Louis, Southfield.

Your job in management is to
help motivate people to use more
of their potential-to help build
more effective, more productive
human beings.

Certainly, it is not always a sim-
ple or easy job. Equally certain is
that management involves not
only great challenges but also great
satisfactions.

Your organization will only real-
ize its potential and success to the
degree that the people that make
up the team can contribute to the
realization of their potential and
the achievement of their goals by
virtue of their association with

YOU.
At Personal Development Ser-

vices in Indianapolis, we are con-
vinced that one of the best and

least expensive ways to increase
organizational productivity is to
enhance the agency management's
effectiveness. This can be accom-

plished by developing the disci-
pline to apply what we already
know about the art of manage-
ment.

We have discovered that the in-

stallation of certain systems, the
consistent practices of the key be-
haviors and the development of
some essential attitudes on the part
of management can help minimize
the degree to which any orgniza-
tion is guilty of the seven deadly
sins.

We have combined current re-
search on the motivational strate-

gies that work, and our experience
in working with more than 100 cli-
ents into a MORE (Managing for
Organizational Effectiveness) man-
agement system.

Some of the aspects of the system
are outlined on the next page.

Take time out to take the test

and see how your agency would
fair on a MORE system. •



Attitudes to remember
For a successful management system, management must adhere to

"essential attitudes," Mr. Manaktala says:
• Top management must be committed to the system and actively

involved in explaining, coordinating and utilizing the system.
• Constant attention must be paid to details.
• Feedback sessions between superior and subordinate must be an

integral part of the system.
• Reinforce indentification with the goals program as "my goals

program" rather than the "company's goals program."
• Problem areas must be anticipated and dealt with as they arise.
• Incentives, both tangible and psychological, must be available to

achieve company goals.
• Constant encouragement should be provided to set personal

goals. Goal-setting and achievement must be experienced at a per-
sonal level for the company goals to be meaningful.

• Remember that the MORE system is not a quick fix for all
organizational problems. It may take two to five years to implement
a successful system.

• During the initial period of implementing the system, produc-
tivity may drop a little as people feel some frustration and inertia
toward new behaviors and methods. Be patient and strict.

• The basic elements of trust, mutual respect, team spirit and clear
communication must be present to give the system a chance to work.

Test your
ability
to manage

The checklist below will help
you judge how effective your man-
agement practices are. Successful
managers can check off most of the
following attributes of a good sys-
tenn.

1. Purpose or mission.
Defined and written.
Communicated to all em-

ployees.
- Displayed where employ-

ees are exposed to it regu-
larly.
All employees can recite it.
Employees know what it
means.

__ Part of the orientation pro-
gram.

2. Long-range goals (1-5 years).
Defined and written for

the overall organization.
Defined and written for

each department and divi-
sion.

Communicated to all em-

ployees.
Employees know what
they mean.
Updated regularly at no
longer than one-year inter-
vals.

__ Specific dates set for goal
reviews.

Continuous involvement

by top management.

3. Short-range goals (0-1 year).
Defined and written for

the overall organization.
Defined and written for

each department, division
or work group.
Detailed plans for each sig-
nificant goal.
Meet the SCRAM criteria:

are specific, consistent, re-
alistic, actualizing and
nneasurable.

__- Communicated to all con-

cerned.

Updated on the following
schedule:

1 year goals-quarterly
review.

3 month goals-monthly
review.

1 month goals-weekly
review.

1 week goals-daily re-
view.

 Specific dates set for goal
reviews.

t. Organizational structure.
Organization chart defined,
fuctional.

Balanced between flexibil-

ity and clear guidelines.
Continued on page 24L

&49# Offer a bettermousetrap!
=FUS@ Find out about our Industry Aimed Programs

supported by Trade Group Sponsorship.

rr  JEWELRY BUSINESS OWNERSTailored Policies

Competitive RatingSafety Dindends on  LADIES/MENS WEARRETAILERS PLAN

Most Plans 3 BOAT DEALER PAKOpen Marketing thru
Any Agent Broker

Profitable Commissions EXPLOSIVE CONTRACTORS
BLASTERS AND Dmj

Prompt Quotations  PLUMBERS ANDSOLAR CONTRACTORS 91
Protected Tenitories on 20-plus other Sponsored Programs
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2060 OAK MOUNTAIN DRIVE • PELHAM, AL 35124

The Group Marketing Pioneers! Call Toll Free: AgencyDept. 1-800-633-6068 forBrokersKits

HowMGIC can be the key
towriting more business
with financial institutions.
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In today's competitive market, writing
more business with financial institutions can
be tough.

That's why more and more independent
agents and brokers are turning to MGIC.

We've been specializing in insurance for
banks and S&L's for over 25 years. So you can
count on our stability in the market, and a
wide range of specialized products with
broad policy coverages specifically for
financial institutions.

We offer the backup to lock in more
business, too. Our national sales and
underwriting network can help you structure
individualized programs. Or assist you with
policy interpretations and board
presentations.

So if you'd like to turn the key that's been

<
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opening up more business for over 3,500
agents and brokers, call MGIC toll-free at
800-558-9900, ext. 6648. Or return the coupon.
A.M. Best rating is A+, XIV.

MGIC Indemnity Corporation
MGIC Plaza, P.O. Box 488

Milwaukee, Wisconsin 53201

Send me more information about your policies for:
O Mortgage Interest O D&0 Liability
O IRA Keogh E&0 O 5&L Fidelity Bond
O Pension Trust Liability O Trust Department E&0

Name/Title

Firm

Address

City State Zip

8183

MGIC
Specialized insurance for financial institutions
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The personal touch in
Property/Casualty Insurance.

Test your aptitude
to manage agency
Continued from page 24K

Employees understand the
structure.

Opportunities for delega-
tion.

Opportunities for social in-
teraction.

Managerial/supervisory
authority and responsibil-
ity in balance.

5. Job descriptions.
Chain of command clear.

Orientation procedures
outlined.

Work relationship spelled
out.

Overall responsibilities de-
fined.

Specific duties or functions

Protect your group clients
from"financial death:

+ 41

A financial death occurs when a

person loses the ability to produce
an income because of a long term
disability. Though physically
alive they are unable to meet the
financial obligations which
continue to occur.

Every worker is susceptible to
rhis possibility if he or she doesn't
haveadequate disabilityincome
protection. Protection which you
can provide through a Pilot Life
Group Long Term Disability plan.

You can offer it separately or
aspartofacomprehensivegroup
program which can include life,
group permanent, major medical,
hospitalization, dental and/or
special risks. We've got the plans

. and we'vegot programsto
help you sell them. Our regional
group service offices can help you
with contracts, information and

personalized local service. They
can put together exactly what you
need, when you need it. For
complete information on Pilot's
Group Long Term Disability, call
or write: Your nearest Pilot Life

Group Office, or Group Division,
Pilot Life Insurance Company,
P.O. Box 20727, Greensboro,
N.C. 27420. (919) 299-4720.

in the top 3% of the world's
leading insurers. Life, Group,
Health, Pensions, Equity
Products.

/r pilot

A Jefferson-Pilot Company

listed.

Expectations of behaviors,
effort and results commun-

icated.

Skills required to do job
listed.

Development plan for
progression outlined.
Communication channels

available.

Job description updated
every year.

6. Performance review.

Specific schedule estab-
lished.

__ Performed at least every
six months; probationary
employees reviewed at
three-month intervals at
least.

Separate performance re-
view from goals review
and salary review.
Objective criterion estab-
lished, both tangible and
intangible.
Both results and effort in-

cluded in the evaluation.

Achievement of goals car-
ries at least 20% of total

weight.
Compensation related to
total performance rating.

7. Mechanics of maintenance.

Graphs displayed and up-
dated regularly.
Priorities set daily and re-
gularly.
Individual, uninterrupted
productivity time meticu-
lously planned, consistent
with goals to be achieved.
Records kept up to date.
Supervisors accessible for
information on goals
achievement, setbacks,
modifications and changes.

 Supervisors have goal
planning sheets from each
subordinate for quarterly
goal review.
Subordinates tell supervi-
sors of next month's goals
by the current month's
end.

Goals subject to negotia-
tion.

Strict accountability en-
forced by supervisors.
Goals-planning sheets re-
viewed by individuals
weekly.
Continuous updating of the
employee's skills. •

Conn. firms

find recruits
Continued from page 24F
agency, and especially for the
small ones," Mr. Ruppar says. "We
work with them for as long as they
want. We have acted as liaison on

occasion, sitting down with both
principal and producer to work out
problems."

Principals also pay most of the
load for the program. If a principal
finds his own prospect, he must
pay the $110 testing fee plus $650
tuition for the orientation school.

IIAC money is available to test
some applicants who have not been
referred to an agency. In rare in-
stances, the association has picked
up the entire tab for a trainee be-
fore referring him to a producer.

"Good people are hard to find,
and we'll try to support the very
good ones if we have to," Mr. Rup-
par says.

"We have got to get people, espe-
cially in the colleges, to realize
we're not bad guys," he says. "We
have got a lot of bad image to con-
quer. We got three last year, but I
would like to have 30.- i



California

city raids
loss fund
Continued from page 1
ing in our reserve," Mr. Stevens
says. Potentially threatening are
antitrust, discrimination and in-
verse condemnation losses that are

not covered by the city's excess in-
surance.

Mr. Stevens is now shopping for
an aggregate stop-loss insurance
policy to go into effect Oct. 1, in
concert with renewed excess liabil-

ity coverage.
Several major brokerage firms

are expected to quote the stop-loss
coverage, as well as curent brokers
Alexander & Alexander and Ham-
ilton Meridian Insurance Associ-

ates.

But the city of San Jose will be
left with only $4 million in re-
serves to pay losses occurring be-
tween July 1 and Oct. 1, according
to Mr. Stevens. "If we had a very
large loss during that period of
time, it could exhaust our reserve

and we would have to dip into the
general fund."

"Many elected officials don't
understand the concept of insur-
ance reserves," says Bob Graham,
assistant county administrator with
risk management responsibilities
for the Riverside County in South-
ern California.

But if a public agency pays as it
goes, without establishing reserves,
large losses come back to haunt
them· in tight budget years, he
adds.

A substantial loss could mean a

cutback in other public services or
the need for a special tax assess-
ment, according to Mr. Graham.

Mr. Stevens in San Jose says the
city's reserves were barely ade-
quate even before the $3.8 million
raid.

In February, reserves for open
claims totaled some $5.1 million
and since then the city has been hit
with a $3 million antitrust lawsuit
for which it does not have cover-

age.

Shortly before the matter came
to a vote in late June, Mr. Stevens

was' asked to make a presentation
before the city council. But he had
very little warning and there was
not enough time to arrange for the
city's consultant to participate in
making the case.

"I knew the council was in-

terested in attaching the reserves
in late May. But I held meetings
with the director of the Office of

Budget and Management and felt
we received support there for the
retention of reserves," Mr. Stevens

5ays.

The judgment and claims fund
established to pay general liability
losses is budgeted annually out of
tax revenues, Mr. Stevens says. It is
not a segregated fund, but is a sep-
arate account within the general
fund.

California law does not prohibit
-aiding of loss reserves by public
entities.

In New York state, however, a

aw was passed two years ago to
irotect the integrity of funded re-
;erves.

The New York statute

imended the general municipal
aw governing self-insurance by
nunicipal corporation, explains
fames 0. Patterson, insurance and

·isk manager for Suffolk County,
1.Y.

The law states that funded re-

erves can only be used to pay
osses for which they were origi-
ially set aside.

Says Mr. Stevens as he looks at
hrinking loss reserves in San Jose,
We could be lucky and escape un-
cathed, but you never know when
hat big claim will come." •

Risk Retention Act heading toward approval
Continued from page 1
Cheek, vp for federal affairs at Crum & For-
ster and a key negotiator bringing the manu-
facturers and insurers together.

The insurance industry's main objection to
the bill was scuttled last year when Sen.
Howard Cannon, D-Nev., amended the bill to
eliminate federal regulation of risk retention
pools. Insurers objected to any federal involve-
ment in insurance, fearing it would be the first
step to federal and not state regulation of the
insurance business.

But the version appeasing the insurance in-
dustry that finally moved out of committees
last year was lost in political maneuvering
over an unrelated bill (BI, Oct. 6, 1980).

The pending legislation now includes more
concessions to insurers but still satisfies manu-

facturers looking for alternative means of fin-
ancing product liability losses.

This year, congressional panels added
amendments to require risk retention groups

set up in Bermuda or the Cayman Islands to
meet the insurance capitalization requirement
of at least one state before they could operate
in the United States.

Another amendment contains a provision
barring new risk retention groups from being
established offshore after Jan. 1, 1985.

Finally, another amendment subjects the
risk retention groups to the anti-fraud provi-
sions of federal securities laws.

Despite the amendments, the original pur-
pose of the legislation remains intact: It offers
business a unique way to pool product liability
risks without violating state insurance laws.

Group-owned companies underwriting only
owners' product liability risks that receive an
insurance company charter in any state, Ber-
muda or Cayman (when one state's capitaliza-
tion requirement is met) would be permitted to
serve members in all states without satisfying
most state insurance regulations.

The proposal would elminate the need for

the groups to be licensed in each state or use a
fronting insurer to avoid run ins with state
regulators.

The proposal doesn't permit these groups to
underwrite any risk other than product liabil-
ity and completed operations insurance of
member-owners. The groups may not write in-
surance for the public. Policyholders must ei-
ther be owners of the pools or members of the
association owning the pool.

It is unclear now how many risk retention
groups would be formed if the legislation
passes. C.L Haslam, a former general counsel
for the Commerce Department, estimated at
least 30 groups would be established following
enactment.

The proposal was originally drafted by the
Commerce Department in response to the
product liability crisis of the mid-1970s. Manu-
facturers complained about huge rate hikes,
arguing that their individual loss experience
wasn't bad enough to warrant the increase.

Mind if we stick our pros
into your businesst

Commercial insurance costs your company big
bucks. It's not the game for amateurs or on-the-job
trainees.

So when the Truck Insurance Exchange comes
calling, we send one of our heavy-hitting pros. A
person who's up there on the executive level, who
knows how totailoryour policy toyour special needs.
Yet keep the premiums at a competitive level. And
who can make decisions that stick.

Whether you're a manufacturer, supplier,
service company, wholesaler or retailer,
our pro can serve you better.

Also; top management is always available
to meet with you, and get involved in your problems.

Whenever you file a claim, yoo'll be kept up-to-
date with the progress of the settlement. In most
cases, claims are handled by our own people.

We've been around for a long time over 45
years. Some of our clients have been with us for 30
years. They appreciate our outstanding service,

financial stability, and integrity. And the fact
that we're always there when they need us.

We'd like to be of service to your.
company too. Call us today.

Truck insurance Exchange
A member of Farmers Insurance Group

4680 Wilshire Boulevard, Los Angeles, CA 90010
Call collect: (213) 932-3475
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Court allows ERISA control of METs
Continued from page 1
we didn't win hands down, but it
was a tremendous victory."

Until this ruling, it appeared that
regulation of self-funded METs,
which for a time in the 1970s
operated in a regulatory vacuum,
would fall to state insurance de-

partments instead of federal regu-
lation under ERISA. Few METs or
their administrators relished the

thought of complying with state in-
surance laws.

IBT already has amended its
structure to meet standards sug-
gested by Judge Takasugi for
METs to be recognized as an
ERISA benefit plan, Mr. Wilkie
said.

However, experts say the ruling
won't attract renewed interest in

self-funded METs among third-

Why Texas
workers'

comp coverage
should be
written in Texas.
Only a large Texas carrier-such
as Texas Employers'-with
prompt local service can keep
your workers' compensation
coverage costs as low as
possible. In 1980 alone, local
service helped to provide Texas
Employers' policyholders over
$82.7 million in dividends,
premium discounts, and
retrospective savings.
That's why many national
companies such as yours have
their Texas workers' compen-
sation coverage written
in Texas. By us. Get the complete
story by calling our National
Accounts Division at
214/653-8100.

Texas ErnpLovems*

InsunanceAssociaTIon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.
Employers National Insurance Co
Employers Casualty Co.
Employers National life Insurance Co.

party administrators who devel-
oped most of the plans in the past.
They won't be willing to turn over
control of the trusts to employers-
one of the tests Judge Takasugi set
for METs to qualify as ERISA
plans.

But, employer groups that may
have been interested in establish-
ing an MET will be encouraged by
the court's clarification of regula-
tions.

Effect of ruling

Now that Judge Takasugi ruled
that IBT was not an ERISA benefit
plan, the California Insurance De-
partment could shut down IBT as
an unauthorized insurer, but that is
not considered likely.

California Insurance Depart-
ment officials said they had not re-
ceived a copy of the Los Angeles
court decision and could not com-
ment.

The issue of whether the federal

government or :he states have
jurisdiction over METs, which pro-
vide comprehensive medical and
hospital benefits, has been brewing
since 1976. Then, many MErs lost
their insurer when the Illinois De-

partment cf Insurance forced Old
Republic Life Insurance Co. out of
the multiemployer trust business.

The MEI's reorganized them-
selves as self-funded plans and
other self-funded METs sprang up.

The self-funded METs then filed

with the federal government as
employee benefit plans and argued
that the Employee Retirement In-
come Security Act barred state
regulation of them. The trusts
usually are organized by third-
party administrators.

The Labor Department, though,
failed to set standards for the self-

funded METs or to clarify their
status for regulation. The trusts in
some cases filed suit to block state

regulation. As a result, the trusts
often have operated in a regulatory
void.

TheWetzel
Company,Inc.
Excess and
Surplus Lines
Reinsurance.
Treaty and
Facultative

Only throush
Asents, Brokers &
Insurance Compdnes
PO. Box 66459
Houston, exas77006
713/553-3003·Telex:76-9053

Several trusts went bankrupt. In
California, for example, the Hospi-
tal Welfare Assn. Trust and the

National Multiple Employers
Foundation collapsed in 1977, leav-
ing thousands of people with un-
paid medical claims that reportedly
exceeded $7 million. (BI, May 16,
1977)

The failure of self-funded METs
has been attributed to poor reserv-
ing practices, inadequate rates and
using too many premium dollars to
pay high commissions to agents so-
liciting members.

But the regulatory vacuum is
being filled. In Kansas and Ari-
zona, for example, courts ruled
that two METs in their states were

not employee benefit plans.
And beginning in mid-1979, the

Labor Department began issuing
advisory opinion letters saying that
more than 30 METs were not em-

ployee benefit plans. Those le.ters
gave state regulators powerful am-
munition to close METs

IBT was one of the METs that
received an advisory opinion letter
from the Labor Department in-
forming it that it was not an em-
ployee benefit plan bu: a "funding
vehicle" (BI, Aug. 6, 1979).

Suit filed

Several weeks after receiving
the letter, IBT filed suit in U.S.
District Court against the Labor
Department, asking the court to
order the department to recognize
IBT as an employee benefit plan
under ERISA (BI, Aug. 20, 1979).

In a written analysis of Judge
Takasugi's decision, IBT attorney
Mr. Dorais noted that the funda-
mental issue before the court was
whether participating employers
can unite to provide benefits and if
the resulting entity is an employee
benefit plan as defined by ERISA.

Clear-cut answer

"The court clearly answered that

Court ban
won't hurt
cost control
Continued fTom page 3

Payments for diagnostic admis-
sions, inpatient testing that could
have been performed on an out-
patient basis and certain inpatient
surgical procedures also were den-
ied.

Blue Cross did not appeal the
ruling because the time and ex-
pense would not be worthwhile,
said Lawrence Weier, corporate
secretary and vp of communica-
tions for the Ohio plan. "It was felt
that we could not win an appeal
and it would be a waste of time and
effort to pursue that."

In addition, the programs were
having only minimal effect on cost
control, he said. Reimbursement
denials had averaged only about
$1,500 per hospital over the six
months the programs were in ef-
feet, Mr. Weier said.

Plan officials started the pro-
grams to comply with state law
that requires Blue Cross to demon-
strate effort in health care cost
control, Mr. Weier said. "We took
that law as the direction we should
be going and that's where we got
into trouble," he said.

A spokeswoman for Bethesda
Hospital said the institution has a
"very good relationship" with Blue
Cross but in this instance objected
to the types of programs and the
way they were set up.

But, she added, "We're always
willing to negotiate cost control-
we're very conscious of cost control
here." •

question 'yes,"' Mr. Dorais ex-

plained.
But Judge Takasugi noted that

IBT flunked a key test to deter-
mine if the trust qualified as an
ERISA benefit plan. He said the
plan had to be controlled by the
emplo> ers involved in the trust,
not by the third-party administra-
tor, Insurance Benefits Inc., which
Mr. Wi:kie owns.

A clause in the agreement be-
tween :he trust and its administra-

tor gave the administrator the po-
tential to control the trust by al-
lowing the administrator to with-
hold certain records.

"Because actual control of the
trust could have rested with (the
administrator) IBI, this court must
conclude that (the trust) IBT was
not a plan 'established or main-
tained by an employer,"' Judge Ta-
kasugi said.

Mr. Wilkie said the offending
clause in the agreement between
the trust and the administrator was
removed in December 1979.

Judge Takasugi's analysis of the
MET ras based on how it was

structired on July 23, 1979, the
date the Labor Department issued
its advisory opinion letter saying
that IBT was not a benefit plan
under ERISA.

Other third-party administrators
may not be willing to give up con-
trol over the METs to the partici-
pating employers after they spent
thousand of dollars organizing and
develooing the METs.

Importance of control

"Control is a pretty important

thing for administrators to have,"
said John Meyerholtz, associate
general counsel for the American
Council of Life Insurance in Wash-

ington, D.C.
"I don't think the realities of the

marketplace would encourage en-
trepreneurs to go and set up METs
if they did not have control," Mr.
Meyerholtz added.

Competitive bids

Unless they were guaranteed
control, administrators could find
themselves kicked out of plans
they developed after another ad-
ministrator came in with a lower
bid to administer the plan.

Judge Takasugi also said IBT
was not an ERISA benefit plan be-
cause it allowed participants to join
who were not employers with em-
ployees, such as one-man busi-
nesses.

To be a participant in an ERISA
plan, an employer must have em-
ployees. Mr. Wilkie said IBT's ben-
efit committee last week amended
the plan to require all future par-
ticipants to be employers with em-
ployees.

IBT, which has grown to 5,400
participants today from 2,300 em-
ployers in 1977, has spent more
than $100,000 in legal fees to over-
turn the Department of Labor's ad-
visory opinion letter.

The average monthly premium
for individual health insurance

coverage is $38.50, while monthly
premiums for family coverge
ranges from $79.50 for one depen-
dent to $109.69 for two or more de-
pendents. .

Illinois pension plans are stronger
CHI ZAGO-The financial con-

dition of Illinois' public pension
system is improving steadily be-
cause assets have grown faster
than liabilities, Insurance Director
Philip R. O'Connor says.

According to the recently re-
leased 1981 Report of Examination
of the Public Employees Pension
Funds net aggregate assets of pub-

lie pension systems in the state
have grown to $9.3 billion in 1981
from $3.3 billion in 1973, a 282%
increase in assets. Accrued liabili-
ties have increased only 172% over
that period.

The 504 public funds in the state
have 667,946 members. More than
149,000 of those are receiving pen-
sions, according to Mr. O'Connor. •

LONG HAUL

SINCE 1943

NEW. . . (For Southeast)

SHORT HAUL!

* Logging & Pulp Wood Operations
* Dump Truck Operations
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CAROLINA
 CASUALTY

HOME OFFICE

1107 MYRA STREET / JACKSONVILLE, FLORIDA / (904) 354-1691
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Florida regulator
orders rate cut
Continued from page 3

"He felt as a consequence of the
presentation made during the
hearing that the carriers' invest-
ment income was greater than the
NCCI said it was," explained Gary
Granoff, director of the Insurance
Department's rating division.

Another department spokesmen
said, "It was a qualitative judg-
ment. It was obvious from the

hearing that not enough weight
had been given to investment in-
come."

The same is true of historical loss

development patterns, they said.
Such patterns compare losses year
by year, showing increases and de-
clines, and help ratemakers deter-
mine what future losses might be.

The loss development patterns
for Florida show a steady decline
from 1974 to 1978, even before
wage-loss took effect, and warrant
a corresponding premium de-
crease, Mr. Granoff said, adding
that the patterns were not ade-
quately figured into the proposed
rate change.

Further, the NCCI's filing gave
equal weight to pre- and post-
wage-loss compensation data, he
said. "The commissioner thought it
should have reflected more of the
newer data."

"This order reflects the reality of
the workers compensation market
in Florida today," Mr. Gunter said
when he announced-his rate order.

'Some 20 companies have asked
me to let them charge special lower
rates, less than the benchmark.

rhey would not request this if they
thought they would lose money by
doing so."

The author of a recent report on
the Florida wage-loss system con-
tends a 15.6% reduction in Florida's

workers compensation rates is con-
servative. "We were looking for a
20% to 25% decrease, but will settle

for 15%," said Mary Stiles, general
counsel and lobbyist for Associated
[ndustries of Florida, which ana-

lyzed the first-year results of the
wage-loss system.

The findings, she said, suggest
that previous rate reductions
should have been doubled.

The 15.6% rate reduction "is a

conservative decrease on the part
of the commissioner, but I am ec-
static," she said.

Additional savings for employers
will likely come next year in the
form of refunds from compensa-
tion insurers' excess profits, the
commissioner said. By then, Flor-
ida's excess profits law will apply
to workers compensation insurers.

Passed in 1979 to take effect in

August 1982, the law gives the state
power to decide if insurers are
earning excess profits and, if so, to
make refunds to buyers.

A similar law relating to auto-
mobiles insurers' profits was found
consitutional by the Florida Su-
preme Court in a 4-3 decision July
23. By upholding that law, the
vourt, in effect, has cleared the
way for the workers compensation
profits law. An Insurance Depart-
ment spokesman said profits for
workers compensation insurers to-
.alled $100 million in both 1979 and
[980.

The department spokesman said
:he order for the rate decrease, the
argest in Florida's history, was the
·esult of the wage-loss law.

"I think it is clear from the hear-

ng records that a lot of it was due
:o wage-loss savings," he said.
'Losses have been dramatically
lecreasing since the law came in."
Under wage loss, an injured

vorker does not receive perma-
ient partial disability benefits ex-
·ept for extreme impairrnent. In-
tead, benefits are paid only for
Iroven lost wages after an acci-

dent.

For example, if an injury forces
a worker to return to a lower pay-
ing job instead of his original job,
he would be compensated for the
difference in salary. To qualify for
further benefits, he must have a
permanent impairment that results
in the loss of at least 15% of his

pre-injury wages.
This program combined with

other reforms has brought an in-
crease in the workers compensa-
tion weekly benefit from $130 to
$228 since the wage-loss law was
enacted.

When it passed the law, the Leg-
islature mandated a 15% rate de-
crease. On Jan. 1, an 11.4% rate de-

crease was imposed. .
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Business Insurance

Circulation
Breakdown*

Commercial Consumers

Administrative Management
owners. presidents,
vps. etc. 6,635

Financial Management
chief financial officers,
vps of finance, secretaries,
treasurers, etc. 9,335

Insurance Management
vps, directors, managers of
insurance, risk. benefits,

compensation, safety,
security, etc. 5,112

Government, Associations,
Unions, Educational
Institutions 952

Commercial Consumen
Sub·total 22,034

Insurance Agents
& Brokers

Insurance Cos.

Financial Institutions

Actuaries, Attorneys,
Adjusters, Appraisers
& Consultants

Others allied to the field

TOTAL 39,185

·Source- Business/Occupational
breakdown of qualified circulation,
May 4, 1981 issue, as submitted to
BPA for June 1981, BPA Publisher's

Statement.

9,486

4,486
292

2,135
752

States turn to new negligence rule
Continued from page 3

But while comparative negli-
gence is clearly the trend, it is op-
posed by many insurance com-
panies, especially in its "pure"
form.

According to Donald W. Cory,
claims and legislative counsel for
the National Association of Inde-
pendent Insurers, comparative
negligence is not favored by the
majority of companies represented
by NAII.

"We prefer contributory negli-
gence," Mr. Cory explained. "We
still favor that. But if a state is fae-

ing comparative negligence and it
appears to us that it will be en-
acted, we would advocate the mo-
dified type as being more fair," he
continued.

"Our companies have felt that
from a practical standpoint con-
tributory negligence saves money
and philosophically one shouldn't
be able to sue if guilty of negli-
gence,"

The Alliance of American Insur-

ers, meanwhile, favors the modi-
fied form of comparative negli-
gence.

"We think contributory negli-
gence is just not fair," said Doug
Barnert, an alliance vp.

"It's not fair to bar a plaintiff if
he is 5% or 10% negligent," Mr.
Barnert said.

Some insurers and defense at-

torneys say comparative negli-
gence will increase litigation and
raise insurance rates. But there is
little data yet to prove or disprove
such theories.

"I don't have an answer to
whether it is costing carriers
more," said Lloyd F. Grinslade, re-
gional liability manager for Un-
derwriters Adjusting Co. and au-
thor of a recent article on the trend
toward comparative negligence.
"But it probably precipitates more
lawsuits than under contributory
negligence."

John Kircher, a professor at
Marquette University Law School
in Milwaukee, Wis. is also unaware

of any hard statistics on the effects
of the switch to comparative negli-
gence.

"I would surmise that if you go
from a rule of contributory negli-
gence tc one like in California (a
comparative state), it seems clear
that more people should recover
more damages than under the old
rule," he said.

At the same time, he said it is
logical to assume claims frequency
will increase, too.

Victor Schwartz, a Washington
attorney who has written a book
about comparative negligence, said
its effect "really depends on
the jurisdiction."

In some jurisdictions, such as
New York staze, juries often ap-
plied comparative negligence even
before it was adopted, Mr.
Schwar:z said.

Juries in some other states have
been more strict.

"I don't think that the impact in
New York was that great other
than to make de jure that which

classified advertising

was de facto," Mr. Schwartz ex-
plained.

It is also unproven if compara-
tive negligence affects the number
of out-of-court settlements. Robert
Horowitz, a Madison, Wis., an at-
torney and the author of a recent
article on the comparative negli-
gence, said that the "pure" form
encourages settlements.

Professor Kircher added that

the comparative negligence theory
could be an effective settlement
tool as attorneys learn how juries
apportion awards.

"There possibly won't be as
many settlements initially as there
was before, but once they get more
experience with the system, you
may find more cases being settled,"
he said.

On the other hand, it has been
pointed out that with comparative
negligence, some attorneys may be
less willing to settle out of court if
they think they can get an award
from the court even if their clients
are partly negligent. .

RATES AND CLOSING TIME:
Mail ads to Barbara ToshefL Business Insurance, Classified Advertising Dept.,
740 N. Rush St.,Chicago, IL 60611.Call (312) 649-5340for more information. Tele
Number: 254248. No uerbal phone com/ accepted. Responses to Bwiness Insur-
ance blind box advertisements must fit into a regular business-size envelope.

Published even/ Monday. Copy in written form in Chicago o#ice not later than
noon Monday, 7 days preceding publication date. Display classified: takes card
Tate of $49.00 per column inch-with card discounts on size and frequency. Cash
with order. Responses to Business Insurance blind box ads are forwarded daily.

*onsulting/Executive Search
Tothelnsuranceindustrv

U PAUL I. PUNKLK
ASSOCIATLS. INC.

One Chase Road
Scarsdale, New York 10583

(914) 725-0773

CCA

AGENCY WANTED
$1.000,000. - $2,000.000 Comm'I.
Prop. & Cas. Business. 1 will
pay cash or you name your
terms. I an, located in Nassau
Co., N.Y., have been in business
for 25 yrs. & have excellent
markets. This is your OPPOR-
TUNITY! Reply in Confidence
to:

P.O. Box 3408

Lake Success, N.Y. 11042

EMPLOYEE

BENEFITS

ADMINISTRATOR
CCA, one of the nation's leading forest
products companies, has an immediate
opening for an individual to join corporate
employee benefits at our Chicago head-
quarters.

We seek an individual with 5 years exper-
ience in the corporate employee benefits
department of a multi location corporation.
Applicants should have experience in ad-
ministration of group health, life, dental
and disability insurance, pension plans,
Ll D, TRASOP and savings plans.

In return, we offer excellent salary and ben-
efits packages and an opportunity for con-
tinued career advancement with an indus-
try leader. Interested individuals should re-
spond with resume detailing experience
and salary expectations to:

Manager of Recruiting

Container Corporation of America
One First National Plaza
Chicago, Illinois 60603

Equal Opportunity Employer M/F

Risk Management
Executive Recruiting For
Corporations, Brokerages
& Insurance Companies

Contact:

Chuck Hubbard
(212) 599-2662

METRIC
11 E. 44 St.

New Yo,k, NY 10017

For a

Concise
and

Logical
Approach

Risk

Manaement
Recruiting

L_(61 C
Associates, Inc.

170 Broadway
New York, N.Y. 10038
'212) 227-8000

PROFESSIONAL AGENCY
with $60OK premium, would
like to talk purchase or mercer
with euployment contract w th
A NATIONAL BROKERAGE FIRM
who wishes to establish an

ofl 4, aiNnfiS Ciw
740 Rush St. Chicago, 111. 60611

ASSISTANT
RISK MANAGER

$1902-2381/Mo.

CITY OF MODESTO

Requires 3 yrs. exp. in the man-
agement and operation of Fisk
Management programs including:
Workers' Compensation, Public
Liability, Prcperty Insurance. Em-
ployee Safely, Public Loss Pre-
vention, instrance Claims investi-
gallon and adjusting. File City of
Modesto application form and
detailed resume by 9/1/81 to:
City of Modesto Personnel Oilce,
P. O. Box 642, 801 11th St., Mo-
desto, CA 95353 (209) 577-5402.

EQUAL OPPORTUNITY EMPLOYER
M/F/H

Alexander
8Alexander

SURPLUS LINES
BROKER

The EL PASO office of Alexander & Alexander of Texas,
Inc. is expanding, moving into new offices and needs
your professional expertise.
We need a person with the following background:
heavy casualty underwriting, coverage knowledge, sales
ability, also surplus lines experience and having called
on agents would be a plus. Should also possess man-
agement potential.
If you would like to discuss this career opportunity in
strict confidence. please call or mail your resume or
letter to:

JOHN GILBERT

Regional Personnel Manager
Diamond Shamrock Tower

19th Floor, Lock Box 8
Dallas, Texas 75201

(214) 741-5171
An Equal Opporthnity Employer m/f/h/v

Alexander

Aiexander

Old established Fire and Cas-
ualty Agency in Houston. Texas
with excellent markets and

$1,000,000 gross annual com-
missions interested in pur-
chase, sale, merger or stock
swap.

Box 467, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

INSURANCE
MANAGER

Duke University, Durham, North
Carolina. Develop and admin-
ister insurance programs. Can-
didate should have at least 7
years property and casualty
agency and/or underwriting ex-
perience. Experience with uni-
versity insurance programs de-
sired. CPCU and college degree
desirable. Excellent benefits.

Send resume and salary history
to Box 4182 Duke Station,
Durham, North Carolina, 27706.

An EOE/AA employer.

INSURANCE COMPANY
WANTED

Consortium of Insurance Pro-
fessionals Interested in Acqui-
sition of a Multiple Line In-
surance Company Admitted in
10 or more Mid-Western States.

Repol 4, BUSS INSURANCE
740 Rush St., Chicago, 111. 60611

RISK MANAGEMENT

NATIONAL • Corporate
• ins. Company

PLACEMENT. Brokerage

Marty Hodes, ARM
(212) 697-3358

IRM (Insurance Risk
Management)

DIVISION ifN:)Guz.smn1017

MANAGER RISK/INSURANCE

Newly created risk management position for large Eastern corporation.
Will be responsible for loss prevention programs and also be responsible
for linancial analysis and recommendations concerning self-insurance,
P&C, and group programs. Will include responsibility for corporate nego-
tiations and fees, contracts. Requires five years experience, with degree
CPCU, ARM, and CSP credentials a real plus. Please contact Trevor
Davis in Chicago. Salary OPEN depending on experience.

TEXAS/COLORADO OIL AND GAS

Reputable and well-established clients in both Colorado and Texas loca-
tions are seeking a heavily experience individual to function in a senior
management capacity Requires a solid knowledge and experience in oil
and gas products. Requires sound expenence in cash-flow methods as
well as Self-Insurance programs. Will require knowledge of major oil and
gas markets. Salary range from $50,000 to $65,000. Contact Jim Gilbert
in Dallas.

LOUISIANA

Our client is adding to their casualty marketing department and is seeking
a solid underwriting technician with either the agency experience (or in
the ability to learn) markets in Louisiana. 3-5 years of commercial casu-
alty underwriting experience is aminimum requirement. This firm oHers a
comfortable starting salary, DOE, of $2SK to $40,000. Please contact Jim
Gilbert in Dallas for furtherdetails on this and other account executive po-
sitions.

D



Ruling limits workplace stress claims
Continued from page 2
James vs. SAIF. SAIF is now a
public corporation offering work-
ers compensation insurance that
was formerly the State Accident
Insurance Fund.

In the James case, a 35-year-old
woman sought occupational disease
benefits because of a mental condi-

tion she said arose from her job.
A referee found her claim com-

pensible, and the Workers Com-
pensation Board affirmed the deci-
sion. SAIF appealed to the Court of
Appeals and it, too, affirmed the
earlier decisions.

On further appeal to the Su-
preme Court, the James case and
five other similar claims were re-
manded back to the Workers Com-

pensation Board, where they are
awaiting rehearings based on the
new standard.

"The court doesn't go so far as to
say you cannot recover unless it is
only on the job," said Daryl L. Nel-
son, SAIF's director of legal ser-
vices. "I think the court will have
to rule a few more times before we
know exactly what it says.

"You have to show that those
factors that affect your condition
on the job are substantially differ-
ent from those that are off the job.

"If you have difficulty with
your co-worker and you also have
difficulty with your neighbor at
home, you would have to show the
difficulty you have with your
neighbor at work is not the same
kind of difficulty you have with
your neighbor at home. And, the
one on the job must be the one
causing your mental stress," Mr.
Nelson said.

The practical effect of the
change may well be to reduce the
number of claims, given that many
individuals have some percentage
of difficulties in their personal life
as well as in the workplace, he
said.

But Sidney A. Galton, the attor-
ney for Ms. James, said he doesn't
believe the state Supreme Court
ruling will change anything.

"It will be more difficult to es-

tablish psychiatric or psychological
disease cases, if only in part be-
cause it's so muddled and in part
because there has to be a factual

finding," he said.

Interns learning

BROOKFIELD, Wis.-Eleven
Chicago-area corporations, consult-
ing firms and benefit associations
have granted two-year summer in-
ternships in employee benefit
management through a program
:ponsored by the International
Foundation of Employee Benefit
Plans.

The purpose of the program is to
ure talented students directly to
.he employee benefits industry, ac-
ording to Robert D. Cooper, the
oundation's research director.

After selection and training, the
nterns work for two summers be-

ween their sophomore and senior
,ears for organizations and com-
Enies dealing with employee ben-
,fits. Intern responsibilities include
narket research, conversion of re-
irement plans to computer sys-
ems, administration of employee
avings and stock ownership plans
ind other benefit programs.

Companies and organiztions par-
icipating in the program are: the
imalgamated Clothing & Textile
Vorkers Union, Beatrice Foods
:o., Cool)ers & Lybrand, Blomquist
latte & Campbell Inc., Frank B.
Iall Consulting Co., IC Industries
nc., Johnson & Higgins of Illinois
nc., Equitable Life Assurance Co.
f America, Montgomery Ward,
,.S. Hansen Inc. and Standard Oil
:o. of Indiana. •

"From now on, an occupational
stress claim will have to be some-

thing a worker wouldn't be ex-
posed to off the job," said Terri
Maness, the case reviewer for the
state Workers Compensation
Board.

"It tightens up what will be com-
pensible," she said, adding that a
worker's job stress "will have to be
something extraordinary to win an
award."

The board is expected to rule on
the six stress cases remanded by
the Supreme Court within two
months, she said.

She guessed that few, if any, will
be found compensible under the
court's redefinition of the law.

An attorney for many workers
compensation insurers operating
both inside and outside Oregon
said he was pleased that the Su-

El]ti-*1
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preme Court gave the arbitrators a
standard to differentiate from a
mental disability "generated by the
job and those (disabilities) that are
taken to the job."

"Its obvious now that a person
cannot take a neuorosis to the job-
place and be compensated for it,"
said Robert E. Joseph, Jr., a Port-
land attorney who represents INA,
Aetna Life & Casualty, Fireman's
Fund and many other large insur-
ers.

He predicted that stress claims
will be rigorously investigated out-
side of the employee's workplace
by insurers determined to contest
claims. "The background on every
claimant is significant, but if a
claim has a mental stress dimen-

sion to it, they'll have to throw the
investigation outside the job," he
said. •

Loftiest of professions
not immune from stress?
PORTLAND, Ore.-One stress claim pending with the state

Workers Compensation Board is from a minister who says he is
distressed over a liberal-conservative division in his congregation.

Unusual? Yes, but not for the reason you may think, says Ore-
gon's Workers Compensation Commissioner Kendell Barnes.

The minister's claim is the only one of its type pending that is not
from a public sector employee, he says.

"For some reason, over 95% of our stress claims are from the state,
county, or municipal employees," he said.

It may be, he says, that public employees are being spread too thin
in the spirit of "trying to do more with less people," or it may be
that public workers are more aware of their rights as claimants.

"It's interesting, but I'm not sure if I have the answer as to why,"
he mused.

Lord knows.
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Our Experience Curve is 1,000,000 Policies Long
With more than half a century of exclusive marine experience we have the

know-how and ability you can count on - experience you can trust. Our underwriters,
backed by our high capacity and world-wide resources, are alert to current conditions
and expert in evaluating and supplying the right insurance against varied exposures
quickly, efficiently and economically. Call us and put this depth of talent and full
range of experience to work for you.

Talbot, Bird & Co., Inc.
Marine underwriters and Managers

156 William Street, New York, N.Y. 10038
Atlanta • Chicago • San Francisco • Los Angeles • Seattle

Tampa • Boston • Dallas • Richmond • Kansas City • Vancouver
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A&A, Sedgwick break off merger talks
Cont:nued from page 3

"We've hoped all along we could
get around the tax problem," said
Frank Hitchman, Sedgwick's sec- Courtships began three years ago
retary, "but we haven't It became
clear that we weren't going to get By LEN STRAZEWSKI tional offices to serve more multinational cli- ander, the three would form a "megabroker"
the tax ruling we wanted " ents and a chance to win indigenous business that analysts said would be the world's largest

The proposed holding company The race among U S brokers to find a Brit- in Britain and Europe Two months ago, while negotiations were

with dual residence and manage- ish brokerage partner began more than three While Hall planned its purchase, Marsh & still underway, Sedgwick Chairman Neil Mills
ment teams in both countries had years ago. McLennan Inc, the largest U.S. broker, was agreed that his firm was "the marrying kind"
satisfied management concerns for The first to cross the finish line was Frank negotiating with another Lloyd's brokerage, of brokerage that would prefer a working
autonomy m their respective coun- B. Hall & Co., which in 1978 purchased most Bland Payne. The merger talks broke down, partnership with a US. brokerage rather than
tries but proved unworkable when of Leslie & Godwin, a Lloyd's and retail insur- and in the summer of 1978 Lloyd's broker C T. purchase a brokerage or be purchased.
the two companies started thrash- ance brokerage based in London. Bowring proposed another type of partner-
ing out the financial concerns last Caught by a Lloyd's rule that limited for- ship· a revenue-pooling combination, the - Meanwhile, other U.S. brokers moved into
month eign ownership of its brokers to 20%, Hall con- model for the A&A-Sedgwick negotiations. action. Fred S James divested a portion of

A&A will ha e to pursue joint cocted its own deal The U.S brokerage pur- Tax problems, the bane of the negotiations equity in Lloyd's broker J.H. Minet and began
ventures or an acquisition instead chased all of Leslie & Godwin and then di- between Alexander & Alexander and Sedg- negotiating with a smaller brokerage, Wigham
of merger route if lt lS to develop vested itself of 75% of the Lloyd's business, wick. also killed the M&M-Bowring combina- Poland. Last year. it purchased a controlling
an international brokerage busi- coming out with slightly more than the maxi- tion as originally conceived interest in Wigham

ness, stock analysts agree A&A. mum ownership allowed The Committee of After two years of thrashing with the issue, Corroon & Black Jumped on the opening for
however, says it hasn't decided Lloyd's, however, agreed to the plan M&M and Bowring redesigned their links into a partnership with Minet, and after its plans
what its next move will be Although Leslie & Godwin was neither the a traditional stock and cash purchase Last for a revenue combination collapsed under the

"We have to re-evaluate our largest nor the most famous of the Lloyd's col- year, M&M purchased Bowring and formed weight of tax problems, C&B settled for a
strategy, but we want to do some- lege of brokers, the move triggered a great the world's largest insurance brokerage. The Hall-like purchase of equity interest.
thing to strengthen our interna- international romance. Like old bachelors and purchase was made simple by a new Lloyd's Johnson & Higgins, which shunned the
tional operations," Mr Bogardus spinsters who decide agamst a lonely matu- Committee ruling that allowed greater foreign combinations and purchases of a U.K. bro-
told Business Insurance "We want rity, U.S brokers raced to find partners in the ownership of Lloyd's brokerages if the out- kerage, responded to the pressure of competi-
to do more to develop indigenous United Kingdom. sider accepted the authority of the committee. tion by publicly avowing its commitment to
business abroad " Alexander & Alexander plans, however, Willis Faber, a long-time British partner, and

Acquisition of a London broker, The business reasoning seemed to make threatened to take "the world's largest" title in 1978 and 1979 expanded Joint ventures with
however, is not a top priority, Mr sense, too. Peter T Pruitt, the Hall executive away. One year after M&M's talks with Bland the firm as a sign of its close ties
Bogardus said "We don't have to who worked to integrate the two operations, Payne collapsed, the British firm began dis- British brokers also Joined the mating effort
have a Lloyd's broker " A&A is sa- told Business Insurance then that Hall ter- cussing a merger with another of its British as Hogg Robinson Group Ltd. joined with Re-
tisfied with the service of Sedg- tainly was interested in profits from Lloyd's colleagues, Sedgwick Forbes Combined, the public Steel in the United States to form a
wick, the largest London broker, brokering but that Hall mostly perceived an two would be the largest Lloyd's brokerage Joint insurance venture that purchased Penn
and the other Lloyd's brokers lt edge on U.S. competition with more interna- and combined again with Alexander & Alex- General Agencies earlier this summer
uses, he said

If other U S brokers are able to

reduce the cost of transactions with with unhappiness between man- surance brokerage subsidiary ing the corporation's profits and ternational," says Leonard Wilson,
the London market through their agement We are still as high on Only solutions to the financial then the shareholder's dividends senior analyst at First Manhattan
London holdings, A&A will have each other as we ever were problems-such as a change in the paid from those profits A portion Co in New York "It doesn't have
to reconsider ltS position, Mr Bo- "We have a substantial amount tax laws of one country-could re- of dividends paid British share- to happen tomorrow, but they need
gardus said "But that is sometime of business with Sedgwick and vive the merger between A&A and holders are in effect not taxed to structure something for the
out in the future " For now, he very, very substantial ties " Sedgwick, Mr Wieczynski said twice under the ACT, or advanced 1980s They aren't at an immediate
doesn't think A&A is at a competi- The ties include a Joint venture "There were so many trouble- credit taxation The British stock- competitive disadvantage in the
tive disadvantage in insurance broking in Canada, some tax laws," he said, describing holder can receive a dividend and US, but in the longer term they

Mr Wieczynski, A&A's acquisi- called Sedgwick Alexander in Just one claims on his tax return on the could be They have to look five to
tion wiz, was quick to squelch any which Sedgwick holds 51%, and British tax law deals with the taxes the corporation paid prior to 10 years down the road Thirty
rumors of a spat between the be- Sedgwick's 20% holding in Thomas current U S tax issue of double paying the dividend percent of their business is Jumbo
trothed "This has nothing to do A Greene, A&A's developing rein- taxation on corporate profits-tax- The proposed dual-residency accounts and they want more To

holding company created a prob- do lt they need to compete with
lem for British shareholders who Marsh & McLennan on an equal

Congress approves pension tax write-offs wouldn't be able to claim a credit footing "
for the taxes paid in the U S Analysts and Mr Bogardus

Continued from page 2 as thrift plans, since employers may be reduced since employees "We would have been in a diffi- agreed A&A will need interna-
plans now will have new incentives to will have a better opportunity to cult position to make the U K tional business The insurance

Allowing the tax deductions will share the cost, said Sylvester fund their own retirement bene- shareholders whole," Mr Wiec- business outside the United States
have sweeping implications for the Schieber, research director for the fits And employees who change zynski said is now growing larger and faster

nation's retirement income system, employee Benefit Research Insti- jobs frequently and never vest now Indeed, British investment bank- than domestic insurance business

experts say tute can contribute tg their retirement ers told A&A that they couldn't as developing countries expand
More employers will set up sup- At the same time, pressures to savings and receive a tax deduc- recommend the deal to the share- their economies and need for in-

plemental retirement plans, such increase Social Security benefits tion holders as being in their best inter- surance The broker capable of
The House and Senate bills pro- est and so few would have ap- serving that new business will be

vide sightly different tax breaks proved of the merger the better positioned broker
for employee pension contribu- Rather hke the bride or groom Harvey Bundy III, formerly an

NOTICE OF DISCLAIMER OF tions These differences soon will left standing at the altar, A&A as- analyst with William Blair & Co in
be ironed out in a conference com- sumes there are other potential Chicago who watched the London

AUTHORITY AND LIABILITY
mittee partners if it would want one, but brokerage links closely, sees the ef-

The House bill would allow an "we haven't been looking because feet of the aborted merger on A&A
employee covered by a pension we've been spoken for," he says a little differently

Notice is hereby given by Halford, Shead & Company plan to deduct up to $2,000 an- Analyst reaction to the news was "It precludes A&A from interna-

and Alexander Howden Insurance Brokers Ltd. that the nually for voluntary contributions mixed tional growth but they have sum-
to the plan or an IRA The Senate "There are deep sighs of relief cient opportunities m the U S,"

following are not and never have been authorized to act bill limits the maximum annual on both sides of the Atlantic," said said the now-senior vp of corporate
as agent for them or to issue or deliver certificates of contribution to $1,500 James B Stradtner, general part- development for Combined Insur-

Both measures also would raise ner at Alex Brown Sons in Balti- ance Cos in Chicago A&A has theinsurance, insurance policies or binders of any nature to $2,000 the maximum annual more "The deeper they got into advantage over M&M with me-
on their behalf: contribution to an IRA by a person this the more problems they saw dium sized accounts in the US,he

not covered by a plan The current with the two currencies and the said

COMMANDER AGENCY, LTD.
maximum is $1,500 two tax structures They were In London, the stock market

Both bills would go into effect looking at a company that would showed some distress over the ter-
STUART BERNBACH Jan 1 have to be managed for tax pur- mination of the merger agreement

LOUDEN, FRENCH LTD., INC. The maximum deduction for poses Sedgwick stock fell from 139 pence
contributions to Keogh plans, "But it's too bad," he added "It to below 130 pence the day of the
which are used by self-employed hurts A&A's image-not being the announcement, but the sharesAll insurance brokers and agents and other third people, would rise to $15,000 an- true multinational corporation " bounced back to 135 pence by the

parties are hereby placed on notice that Halford, Shead nually from the current $7,500 "They have to become more in- close of the day .

& Company and Alexander Howden Insurance Brokers under both the House and the Sen-

Ltd. disclaim any and all responsibility or liability aris-
ate versions .

Tax deductions for employee
ing out of or in conjunction with the issuance and de- pension contributions have been
livery of such certificates of insurance, insurance policies proposed often, but the legislation insurance services guide

never made it through Congressor binders, and any other business of any kind what- because of powerful opposition I
soever, purportedly transacted in either or both names from the Treasury Department
or similar names or on their behalf by any of the above, But the Reagan administration ATWOOD & CO. For advertising

dropped the Treasury's opposition Consulting Actuaries
information in the

or any of their officers, employees or agents. this year The administration said Claim Reviews Insurance Services Guide
the advantages of boosting individ- Reinsurance and Reserve Analysts

HALFORD, SHEAD & COMPANY ual retirement savings far out- for Captives and Self Insurers Contact· Barbara Tosheff

weighs revenue losses
5000 Ambrose Ave 740 Rush Street

ALEXANDER HOWDEN INSURANCE BROKERS LTD. Los Angeles, CA 90027
Other nations, such as Canada,

Chicago, Illinois 60611
(2133 661-9260 . Telephone (312) 649-531

already permit tax breaks for re-
tirement savings



< el Insurance Index . Crump's deal with Reliance
195

190

185
follows acquisition strategy

\ By JAMES LAWSON1 ZO -/

Ir H CRUMP CO INC, a Memphis-based BI ticker
175 Z .CA. broker, is trying to beat the soft insur-
170 1i

ance market by acquiring Sun Belt firms Crump has been an investment target in firms coupled with the purchase of a Hous-Determined to expand its marketplace and recent months by domestic and foreign com- ton brokerage and an Arkansas agency ear-
165 boost revenues, Crump last week acquired panies Its stock has been acquired by the her this year could push Crump into Bust-jj two large West Coast brokers from the Re- British insurance brokerage of Bain Dawes ness Insurance's ranking of the 10 largest liance Insurance Co in exchange for 780,000 Ltd , the French insurance broker Comidus brokerage firms next year Crump was in theshares of its common stock4,10>,#*%*2*2*41*f and two Charter Co subsidiaries 13th spot at the end of 1980 (BI, June 29)Reliance, in a separate transaction, also ac-

1 The European companies own a combined The transactions, company officials say, arequired 640,000 shares from E H Crump Jr, 6% of Crump'5 stock, but Bain Dawes has expected to boost commissions and fees byCrump's chairman and chief executive offi- indicated it would like to acquire another 3% nearly 50%
cer, and members of his family The total on the open market The Charter subsi- Combined revenues for the two newly ac-Insurance Industry stocks dipped once again value of both transactions, based on current diaries have acquired 134,200 shares of quired brokers were $15 million last year,last week as the Business Insurance index market prices, is $216 million, company offi- Crump stock-nearly 4% of the brokerage according to a Crump spokesmandropped 0.8 points to 180.3 from 181.1. Forty cials said firm's stockstocks declined, 28 were up and four re- Crump stock hovered around 151A on the In 1980, Crump generated $28 3 million-

"We see this as an outstanding investment 12% more than the previous year, mostlymained unchanged. Largest decreases were: over-the-counter market at the time of the opportunity," a Reliance spokesman said, de- from the placement of commercial insur-Carolina Casualty Co., 13.8%; Ryan Insurance agreement
Group, 6.3%; U.S. Life Corp., 5.9%; Farmers scribing the arrangement with Crump "This ance

The transactions are expected to be con- allows us to further diversify our investment However, Crump's second-quarter reve-Group Inc., 5.5%; and Marsh & McLennan Cos. summated next January when Mr Crump, portfolio The opportunity for acquisition nues fell to $7 1 million from $74 million inInc., 5.3%. Increasing were: Banks Iowa Inc., who is retiring at age 78, will be succeeded was there and we took it '
11.1 %; First Colony Life Insurance Co., 7.9%; by brokerage President Sidney Stewart No the corresponding quarter of last year And

Reliance Insurance, the principal member the brokerage's net income plunged in theArmco Inc. and American International Group other management changes are planned, of- of Reliance Cos of Philadelphia, generated second quarter to $384,000 from $885,000 in6%; and United Services Life Insurance Co., ficials from both companies say
5.4%. The 0.4% index drop was less than that $1 billion in consolidated revenues last year

The arrangement gives Reliance, one of the second quarter of 1980
of the three mator market indicators. As part of the deal with Reliance, Crump

the nation's largest insurance companies, a acquired Kindler & Laucci Insurance Bro-
40% share in Crump Officials from both kers of California and Labow, Haynes Co
companies say they will continue to operate Inc in Washington state, which gives the

British Issues independently Memphislbased firm offices in a new terri- Financial Briefs
1 Week Some industry observers, however, see the tory and a "major position on the West Coast,

27 July PHce P/E Div. Yield High-Low transactions as another example of growing one of the two major growth areas of the American Nuclear Insurers
Companies pence pence % pencepence vertical Integration in the insurance indus- country," Mr Stewart says
Comml Union 181 121 1545 85 182-176 try, with the insurers and brokers finan- American Nuclear Insurers has issued pre-
Eagle Star 302 100 2143 7 1 303-300 cially linked "We've always felt that (acquisition) was mium refunds totaling nearly $1 7 million to

the way to grow ever since we became public operators of nuclear power plants and re-Genl Accident 346 8 3 19 29 56 346-328
Gdn Royal Exch 342 8 8 2214 65 344-328 Securities analysts say they believe the ar- in 1971," says Frank Pidgeon, Crump's exec- lated facilities
Phoenix 268 79 21 29 79 268-260 rangement is a "growth move" for Crump utive vp "We're always looking for good in- The refunds are part of the Industry
Royal 378 10 5 34 29 91 378-368 and "purely an investment" for Reliance vestment or merger opportunities "

The insurance company, one analyst sug- Credit Rating Plan operated by the two nu-Sun Alliance 914 91 4714 52 916-890 The soft insurance market, Mr Stewart clear insurance pools, ANI and Mutualgests, eventually may sell its shares back to explains, has prompted his brokerage to be Atomic Energy Liability UnderwritersBrokers Crump management more acquisition-minded
CE Heath 291 114 1500 51 295-285 Officials of the 60-year-old Crump Co Inc Under this plan, about 70% of liability insur-
Hogg Robinson 109 87 857 79 110-108 "In the soft market, brokers will find their ance premiums are placed in a reserve fund,
Alex Howden have denied such a plan is in the works, but earnings down," he says "The soft market which is used only to pay claims and claims126 82 1000 79 127-123 indicate that it could happen later
JH Min.: 139 139 6,50 4 7 139-132 environment is causing a lot of people to de- expenses After a 10-year period, the unused
Sedg Gm 140 122 7 14 5 1 141-138 "We have not been asked by Reliance to cide where they are going With this new portion of the fund is returned to the policy-
Stenhouse Hidg 96 88 664 69 96- 92 give them any premiums," Mr Stewart says, posture, we will be acquisition-minded holder

explaining the companies' autonomy "This whenever the opportunity is there,St- Wrightson 211 11 1 1714 &1 213-205 " Mr The recently issued refunds are about 42%Wlins Fabor 361 12 4 17 14 4 7 365-355 transaction was done in line with the philos- Stewart says
ophy of agency perpetuation and also in line greater than last year's They reflect the

Source Ph,lip Olsen/Alan Clifton, Insurance Industry "We would hope we could make some pools' liability experience from 1971 to 1980,Specialists Kitcat & Ailken Stockbrokers, with the philosophy of autonomy With the more acquisitions on the West Coast," he including the 1979 accident at the Three MileLondon West Coast agencies, Reliance was writing adds "That's where the growth seems to be " Island plantless than 1% of their premium volume " The acquisition of the two West Coast

Connecticut General

Bl Industry Stock Report Connecticut General Corp has declared a
regular quarterly dividend of 44 cents per

JULY 28, 1981 7/22/81 THRU 7/28/81 JULY 28, 1981 share Payment will be made on Oct 9 to
Insurance Cos 7/22/81 THRU 7/28/81 shareholders of record on Sept. 11

Price % Chg P/E $ Div % Yld High Low Vol COOO)
Price % Chg P/E $ Div % Yld High Low Vol (000)Aetna Life 8 Cas Co NYSE 3788 -0.7 63 232 61

American Bankers Ins Group 38 00 37.25 258 7
OTC 7 63 0.0 12.1 044 58 Statesman Group Inc

7.63
OTC

7.63 51.0 - - -6-88-181 USF&G Insurance688 -3.5 58 0.15 22 7.00
American Gen Ins Co NYSE 3913 -4.6 61 200 51 Tokio Marine & Fire Ina Co

40 75 39.13 53 5 OTC 151.38 -0 6 16 7 1.03 0 7 153.00 151.38American Indty Flnl Corp 13
OTC 1663-29 63 112 67 Travelers Corp

17.13 16.63 59 NYSE 4363 -3.6 51 288 66 44.50 4363 5011American Intl Group Inc ·8tc 57.25 6.0 10.9 0.40 0 7 The board of directors of USFUG Insur-57.25 53.50 275 2 United Fire & Caa Co
American Natl Ins Co OTC OTC 37 00 -2.6 97 100 27 38.00 37.00 0.3 ance has approved the creation of a holding12.75 -4 7 57 068 5.3 13.38 12.75 46 5

United States Fid & Gty Co NYSE 4275 -42 63 320 75 43.50 42.13American Sts Life Ina Co 63 7
OTC 20 50 2 5 6.8 0.72 3 5 United Svcs Lire Ina Co

20.50 20.00 company Under the proposal, USFUG will22 14.63 13.88Aneco Reina Ltd OTC 313 42 00 000 00 Uilife Corp 24 7

Appalachian Natl Corp
3.13 3.00 6.1

OTC SE 238 -59 59 05 32 25.38 23 88 173.1 become a wholly owned subsidiary of a
2.50 -2 5 71 000 0.0 2.50 2.50

Washington Natl Corp NYSE 31 25 0.4 93 108 35
Avemeo Corp 13 32 63 31 25 84 6

AMEX 10.38 12 86 050 4.8 10 38 10.13 3.7 Zenith Natl Ins Corp newly formed company, USF&G Corp Each
Banks Iowa Inc OTC 3500 11.1 56 144 41 OTC 17 00 1.5 94 060 35 17.00 16 50 15 1 outstanding share of USF&G Insurance

35 00 32 00 12 2 =====.====

Bltco Corp OTC INSURANCE COMPANIES40.50 -1 2 57 2.16 53
Carolina Cas Ins Co 41.00 40 50 03

AVERAGE 79 40 common stock would automatically becomeOTC 6.25 -138 45 032 5.1 6.50 6.250 2.7Central Natl Flnl Corp one share of USF&G Corp under the plan
Chubb Corp OTC 975 -1.3 36 065 6.7 988 9.75* 07 Agents/BrokersOTC 44.38 2 6 5.4 2.68 6 0 44.63 43.00 70 2 A special meeting of stockholders has been
Combined Intl Corp NYSE 21.38 36 61 160 7.5 21 50 20.63

Aleiander & Alexander Svcs OTC
41.8 31.25 -2 3 10 8 1 8a 5 9 31.75 31.25 312 8 called for Sept 25 to vote on the proposal

Connecticut Gen Ina Corp NYSE 47.88 08 63 176 37 Baldwin & Lyons Ina
Continental Corp

48.25 47.50 89 0 Corroon & Black Corp OTC 34 75 0.7 59 080 2.3 34.75. 34.50 0.5 The plan is expected to take effect Oct 1
NYSE 26 63 -18 84 240 9.0 26 88 26.63 120.4 NYSE 24.00 -0 5 12 6 1 76 7 3

Crawford & Co
24.00 24.00 74 5 44

OTC Crump E 4 Cos Ine1625 -15 125 052 3.2 OTC
16.50 16.25• 14.50 0 9 16 3 0.40 2 8 15.13 14.13 86 5 The holding company structure will giveCrown Life Ins Co 39 Hall Frank B & Co IncOTC 110.50 -1 3 93 280 25 112.00 110.50 04 NYSE 25.88 2.5 95 1.60 62 2600 25.00 467 management greater flexibility in the plan-

Crum & Forater NYSE 3150 16 54 1.44 46 31.50 31 00 46.5
Integrated Rei Inc AMEX 15.63 0 8 7.1 0.00 0 0

Employers Cos Co 15 75 15.63 27 5 ning and execution of the business," accord-OTC James Fred S & Co Inc37.00 0 0 5.6 1.20 3.2
Equitai Inc

37 00 36 50 08
NYSE 24.13 4 0 71 240 99 Marsh & Mclennan Cos Inc NYSE 23.88 -3 5 10 5 1.60 6 7 24 75 23 88 62 8 ing to USF&G Chairman and President Jack25 00 24.13 90 NYSE 35.50 -5 3 116 200 5 6

Excelilor Ins Co 37.13 35.25 210 5
OTC Penncorp Flnel Inc16 25 0.0 33 2 0 70 4 3 NYSE

16.25 16.25 650 2.0 73 016 2.5 6.50
Farmers Group Inc 13 5 6.25 113 2 Moseley

OTC 3000 -5.5 9.4 112 37 Poe & Assoc Inc
30.63 30.00 185 2

OTC 1100 4.8 97 080 73 11.00 10 000 1.7

First Colony Life Ins Co OTC Reed Stenhouse Cos Ltd4800 79 157 080 17 49.005 44.50
OTC '0.88

Formoat Corp Amer 14 2 Rollins Burdick Hunter Co 24.50
-3 3 95 0.56 51 11.25 10.88* 1.0

OTC 29.00 -4 9 86 080 2.8 OTC
30.25 29.00 130.6 4 0 136 1.24 51 24.75 24.50 18 0 The Travelers Corp.Great West Life Assurn Co OTC 251.00 0 0 10 2 10.00 4 0 251.00 251.00 00Hanover Ins Co OTC AGENTS/BROKERS

29 25 -4.9 3 9 0.72 2 5 AVERAGE30.50 29.25 15.1 96 49 The Travelers Corp has declared a quar-Hartford Steam Boiler Inaptn OTC 46.00 -2 1 93 2.60 5.7 46.50 42.00 19.5

terly dividend of 72 cents on its commonJefferson Natl Lite Ins Co OTC 36 00 1.4 32 4 0 64 1 8 36.00 35.50 Conglomerates/Holding Cos.
Kemper Corp

1.1
OTC stock and 50 cents on its preferred stock3475 -07 54 160 4,6 3488 34.75

Lincoln Natl Corp Ind NYSE 41.38 -1 2 59 300 73 41.63 41.00 2.00 4.4
1gle Invt Corp 45 50 43 38 841 3 Both dividends are payable Sept 10 to share-NYSE 3475 18 90 128 37 34.75 33.63 5«;"0 Cli;SN.»S;Mt) SE R'25 -1.0 6i 120 4 9 24 50 24 25 11.2 holders of record July 30Yission Ins Group Inc

355 7 Armco Inc
NYSE 44 88 3.5 84 100 22 44.88 43.25 13.8 NYSE 32.86 6.0 7.6 1.80 5 5 33.00 31.75 203.9

City Inveiting Co (Home Ins ) NYSE 25.63 2.0 7 4 1.60 6 2 26.25 24.75 380 3
lationwide Corp Ohio OTC 24.63 -0 5 70 070 28 CNA Finl Corp (CNA)

24 75 24 63 83 NYSE 15.75 4 6 6.2 0 00 0.0 15.75 15.38 48 1
Brthweatern Natl Life Ins OTC 2613 35 64 136 5.2 26.13 24.630 800
)hio Cas Corp OTC 3950 -3.1 68 2.04 52 40.13 39.50 39 8 Control Data (Comml Credit) NYSE 68.38 -0 2 8.0 1.00 1.5 68.50 67.25 Kemper Group
)ld Rep Intl Corp

186 6
OTC 15 75 41 43 092 5.8

General Re Corp
16.13 15.13 81 4 NYSE 74.50 -1 0 98 1.76 24 74.50 72.75

'inehurat Corp Gulf Utd Corp 57 4

NYSE 19.88 -2 5 7.2 1 28 6.4 20.13 19 508 119 3 Kemper Corp has declared a regularOTC 6.75 19 00 000 0.0 6.75 663 14 1 INA corp (Ins. co, or NA) NysE 41.63 -1.5 58 240 5.8 42 00 41 25 388,7 quarterly dividend Of 40 Cents per Share pay-'referred Riak Life Ins Co OTC ITT (Hartford Group)1863 07 63 0.80 4.3 18.63 18.50 35 NYSE 29.25 3.1 5.8 2.60 8.9 29.25 28.25
'rovident Life & Acc Ins Co 819 2

OTC 45.50 -4.2 6.7 2.20 4 8
l,an Ina Group Inc

47.00 45.50 87.9
OTC Reliance Group Inc able Aug. 31 to shareholders of record Aug

22.50 -6.2 9.0 0.12 0.5
it Paul Cos Inc

23 50 22.50 1.4
OTC 46.25 36 87 232 5.0 NYSE 87.75 03 72 3.00 34 8800 8675 31.7 10 It is Kemper'S 54th consecutive quarterly46.25 44.38 82.6 Sears Roebuck & Co. (Allatate) NYSE 17.88 -0.7 8.8 1.36 7.6 18.00 17.75 919.9

'afeco Corp oTC 36.75 -3.6 7 0 2.00 5 4 37.88 36.75 210.4 S & H Co. (Bayly Martin & Fay) NYSE 34 CO 0.7 14.6 1 00 2.9 34.00 33.75
Teledyne Inc (Argonaut) 22 dividend

NYSE 154.25 -2.7 8 5 0.00 0 0 156.50 153.75 221.8
rl Corp OTC 2425 -10 5.5 0.80 3.3 24.50 24.25 19.6 Traniamerica Corp (Occidental) NYSE 23 00 10 2 7.2 1 28 5.6 23 00 21 13 275 8
elbels Bruce Group Inc OTC 20 38 1.9 11.0 0.80 3 9 20.38 19.48 27.2

lilli .....

CONGLOMERATES/HOLDING COS AVERAGE 7.9 32 Continental Group
*Record high/low since Jan 1, 1981 System design Altman Infomation Systems

Continental Group had declared a regular
quarterly dividend of 65 cents per share of
its common stock

--



An innovative view of information retrieval

*t

..t

To make risk management more like
other business functions, Alexander &
Alexander developed a unique insurance
broker service-ARIS (Alexander Risk
Information Service). ARIS viewed loss
records through the eyes of those trying to
cope with them. We learned that vital facts
lay buried in the mass of records. That loss
data is meaningless unless it can be manip-
ulated and made manageable. And that
from frustration come possibilities, then
concepts and, finally, new systems to turn
mass data into effectual risk information.

Integrated, computerized
data on demand

With today's paper profusion, vital data is often relegated to the sto-eroom.

Only by working from a client's point of
view can we be sure a company gets the
most comprehensive, cost-efficient pro-
grams possible.

This insider's vantage point enabled
ARIS to link, through sophisticated com-

puter techniques, two formerly incompat-
ible systems: the output of aclient's internal
risk data, and the output of loss records
from various sources. Result: a synergistic
boost in forecasting, budgeting and fund-
ing-a coordinated client/broker system
available today only through A&A.

Each industry has different needs. For
insurance, for risk management, for human
resource management, for financial serv-
ices. And each of our 120 offices here and
overseas has the facilities, expertise and
strength to fulfill the requirements of any
company, large or small, in any industry

We think a big reason A&A has become
one of the largest and most trusted insur-
ance brokers worldwide is that we work

the same way with every client, From the
client's point of view.

Alexander
8Nexander

From the client's point of view.


