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business
insurance

update:
Stock holdings protect
RBH from takeover

CHICAGO-Rollins Burdick Hunter

Co. is well protected against any take-
over moves by broker-hungry Sperry &
Hutchinson to force a combination with

the S&H subsidiary and rival broker
Bayly, Martin & Fay.

RBH executives own about 45% of the

company's stock, Business Insurance
Continued on next page
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Florida wage.los*avings

New claims filed

Attorneys' fees

Lump sum
settlements

Source: Florida Dept. of Labor

Aug. 1978-
June 1979

Aug. 1979-
June 1980

July 1978-
July 1979

July 1979-
July 1980

Aug. 1978-
June 1979

Aug. 1979-
June 1980

24,400

15,700

$19,754,000

1

$17,692,000 \

15,461

11,356

Prudential agreement
averts policy scramble

By JERRY GEISEL

WASHINGTON-A temporary
settlement between the Labor De-

partment and Prudential is avert-
ing chaos in benefit plans around
the country-for now.

A Labor Department order bar-
ring Prudential Insurance Co. as a
government contractor threatened
to shake up insurance programs of
federal contractors in private in-
dustry.

But last Wednesday, Prudential
agreed to turn over employment
history dating from July 1976. It
was demanded by the Labor De-

partment to check employment
discrimination. In exchange, the
Labor Department agreed not to
bar Prudential as a federal contrac-

tor at this time.

However, Prudential and the

government could lock horns
again Sept. 8. Prudential is to go to
federal court in Newark that day
overthequestionofreleasingcom-
puter tapes containing employe in-
formation dating before 1976.

If Prudential and the federal

government don't settle, the fed-
eral government and federal con-

tractors with Prudential policies
will scramble for new insurers.

Under the original ban ordered
July 27, private corporations sell-
ing goods or services to the federal
government could not use Pruden-
Ual in any way on the government
contract. Employes insured under
a Prudential group health or life
policy, would have to be switched
to another insurer to remain work-

ing on a government contract.
On the federal front, Mutual of

Omaha and CNA would most

likely pick up the $139 million an-
nual health insurance premiums
on 200,000 federal workers if Pru-
dential lost its contract, govern-
ment sources say. Another $41 mil-
lion in contract work and reinsur-

ance would be up for grabs, too.
Among thousands of govern-

ment contractors, it's impossible
to know how many use the
nation's largest life and health in-
surer and how many would switch
to keep their government con-
tracts.

"The potential dollar amounts in
this whole case are far in excess of
$180 million," assistant secretary

Continued on page 25

Suit challenges
work comp law

By JILL KAPLAN

TALLAHASSEE-Florida is

proving that a wage-loss compen-
sation system for workplace inju-
ries cuts costs. Now it has to prove
in court that the system is fair.

Newly released figures from the
state department oflabor show few-
er persons are using the workers
compensation system since the new
law took effect Aug. 1, 1979.

The most dramatic decrease is

seen in the 574 wage-loss claims
compared with 13,000 permanent
partial disability claims under the
old system. The wage-loss system
replaces permanent partial disabil-
ity benefits, except for extreme
impairments, with benefits only
for proven lost wages after an acci-
dent.

Florida is the first state to adopt
a nearly pure wage-loss system of
compensation for workplace inju-
ries, which some experts believe is
the only way to hold down rising
workers compensation costs.

McDonald's

taps M&M;
Hall to fight

By KATHRYN J. McINTYRE

OAK BROOK, Ill. A battle between bro-
kers Marsh & MeLennan and Frank B. Hall &

Co. is exploding around the golden arches of
McDonald's.

The spoils: Servicing a multimillion-dollar
insurance program built by McDonald's and
Hall covering more than 90% of the fast-food
giant's more than 3,000 U.S. licensed stores.

The battle lines were drawn two weeks ago
when McDonald's Corp. in Oak Brook, Ill., ap-
pointed M&M its broker ofrecord, Business In-
surance learned. The move severed long-stand-
ing ties between McDonald's and Frank B.

Hall, confirmed McDonald's risk manager
3erry Lane.

He declined to say why he switched brokers,
but with no market changes planned, it ap-
pears services were the consideration.

M&M picked up the service work for 1,300
corporate-owned McDonald's restaurants
around the country. But technically

McDonald's Corp. can't appoint M&M the bro-
Continued on page 25
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The figures from Florida show
the number of new claims is down

35%, lump sum settlements are cut
27% and attorney fees reduced
10%.

But just as Florida officials are
beginning to celebrate their early
success, the first case challenging
the constitutionality of the wage-
loss concept has been filed.

The suit, filed against Owens-

Corning Fiberglas by a worker par-
tially blinded in a workplace acci-
dent, charges the new law is "arbi-
trary, unreasonable and funda-
mentally unjust and oppressive."
He contends the law isn't clear

about what compensation he will
receive and provides too little
compensation.

Florida officials disagree.
"The large mgjority of injured

workers are getting more benefits
from the increased maximum in-

demnity than they would have got-

ten before," said James A. Babb,
Florida deputy secretary of labor

Continued on page 26

From these original golden arches In Des Plalnes,
111., McDonald's Corp. has grown Into a prize ac-
count to be fought over by insurance brokers.
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r-Update:
RBH defended from takeover
Continued from previous page
learned, which deflects even an unfriendly takeovermove by S&H.

Speculation about S&H interest in Chicago-based RBH ran wild
last week in brokerage circles on the heels of a Securities and Ex-
change Commission filing by S&H disclosing increased owner-
ship to 6% of RBH's outstanding common shares.

Visions of a combined RBH and Bayly, Martin & Fay, the
seventh and eighth largest U.S. commercial brokers, respectively,
are dashed by the extensive RBH executive holdings and S&H
statements.

"We're buying these shares as an investment," said Gerald P.
Heavey, manager ofinvestor relations at S&H. "We may buy more
from time to time by open market purchases or otherwise," he said,
quoting from the July 25 SEC filing.

S&H wants to acquire another large broker to build its Bayly,
Martin & Fay subsidiary, industry watchers say. An effort to buy
Minneapolis-based Nordstrom Group failed earlier this year (BI
July 28).

"We have an interest in the brokerage field," Mr. Heavey said.
"We think it's a good field, but RBH is strictly an investment."

Mr. Heavey denied S&H has any amount of RBH stock targeted
for ownership. Some brokerage analysts speculate S&H wants at
least 20% of RBH stock to consolidate its earnings in S&H reports.

Michael Starshack, RBH vp of finance and administration,
shrugged off the S&H investment, saying, "People buy our stock
all the time." S&H's public comments that RBH is a well-managed
company "are gratifying to hear," he added.

Harold Hines to leave M&M
CHICAGO-Harold Hines, vice-chairman of March & McLen-

nan Inc. will leave the company by the end of the year.
Executing high-ranking responsibilities from Chicago for the

New York-based company was too difficult, Mr. Hines explained,
and he is wedded to Chicago through family, civic and institutional
ties.

"It's been a wonderful relationship with Marsh & MeLennan and
the ties are very hard to break," Mr. Hines told BI. "Marsh &
MeLennan has been most understanding and cooperative."

Mr. Hines has not settled his future plans but expects to be in-
volved in the insurance business one way or another.

Mr. Hines joined M&M's Chicago office in 1968 after M&M ac-
quired Wineman Brothers Inc., a Chicago insurance agency he
helped develop. He was elected a senior vp in 1970, a director in
1973, executive vp in 1974 and president in 1978. In January he be-
came vice-chairman.

Lloyd's offers Sasse settlement
LONDON-Lloyd's of London has agreed to give $35 million to

Sasse Syndicate members who have lost more than $50 million
from U.S. and Canadian fire and computer leasing risks in 1976-77.

Settlement talks began after Sasse members sued Lloyd's to re-
cover their losses, charging rules set up to protect them were not
enforced (BI July 28). The settlement offer is likely to be acceptable
to members, observers say.

Lloyd's believes there were"grave irregularities" in Sasse Syndi-
cate transactions that may have broken Lloyd's premium account
rules and has asked for a police investigation, said chairman Peter
Green.

Lloyd's to pay $24.9 million
NEW ORLEANS-A court has ordered Lloyd's of London and

the Institute of London Underwriters to pay $24.8 million plus
$100,000 in attorney fees to J. Ray MeDermott & Co. of New Or-
leans, ending a suit over a claim denial by Lloyd's.

McDermott sued after Lloyd's refused to reimburse it for a 6,000-
ton rig that was lost in the English Channel during a gale in Janu-
ary 1979. Lloyd's contended the company towed the rig under un-
safe conditions.

3 exchange directors named
TALLAHASSEE-Three members have been named to the in-

terim board of directors of the newly formed Insurance Exchange
of the Americas.

State insurance commissioner Bill Gunter appointed Allan J.
McCorckle, president of the Fortune Insurance Co. of Jackson-
ville; Buddy Joe Richards, president ofthe Assn. of Consultants of
Orlando, a self-insurers' service, and Dana Roehrig, president of
Roehrig & Associates ofSt. Petersburg. Mr. Roehrig is directorand
past president of the National Assn. of Professional Surplus Lines
Offices Ltd.
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Actors Jack Klugman, left, and Walter Matthau are walking the picket line. Some TV and movie pro-
among the members of the Screen Actors Guild ducers are believed to have strike coverage.

Hollywood strike cove rage
may play a supporting role

By RHONDA L. RUNDLE

HOLLYWOOD-Backstage and
out of the limelight, a Los Angeles
general agent provides a form of
insurance that would get top bill-
ing in Hollywood these days
among movie producers.

Striking actors have halted most
prime-time TV- and theatrical
movie-making, costing producers
an estimated $40 million a week in
support staff wages, studio time,
props and other overhead.

But a few movie producers are
believed to be sitting pretty, pro-
tected by a rare form of insurance
against the peril of strike.

"We write it on a special basis,"
said Albert Rieder, head of enter-
tainment and special risks at
American National General Agen-
cies Inc. in Los Angeles. ANGA
places these risks exclusively with
the London market.

The coverage is so unusual, in
fact, that other mAjor sources of
entertainment-related insurance,
including Fireman's Fund and
AIG, do not handle it. Nor do show

biz insurance agencies Albert G.
Ruben & Co. or Truman Van Dyke
CO.

Nobody knows how many strike
insurance policies may be in force,
but Mr. Rieder is certain there are
some producers in movieland
thanking their lucky stars for the
protection.

Strike insurance may be in-
cluded in an all-risk package or
more rarely sold as a separate
cover, Mr. Rieder continued. It
may also be part of a motion pie-
ture completion guaranty sold on a
per-project basis.

"And it isn't cheap," Mr. Rieder
said, explaining the cost alone
makes it prohibitive to most buy-
ers. "Unless a producer had some
inkling of a problem, perhaps a
contract coming up for renewal, he
probably wouldn't buy it."

On the other hand, an underwri-
ter wouldn't touch it if he sus-

pected any trouble over the hori-
zon. Consequently, strike insur-
ance must be purchased before
any specter of a labor dispute

appears on the horizon.
Availability also depends on the

track record of the unions and

management in question, Mr.
Rieder notes. On this score, the
Screen Actors Guild has a good
record. The last significant walk-
out was in 1960, when Ronald
Reagan was SAG president.

If strike insurance is included in
a larger coverage, Mr. Rieder says,
ANGA generally has underwriting
authority from Lloyd's of London.
If it is written as a separate cover,
the underwriting decision must be
made by the ultimate risk-taker.

This kind of coverage is particu-
larly sensitive, Mr. Rieder adds,
because underwriters do not wish
to create an improperly comfort-
able position for employers that
might bolster their side and im-
pede speedy settlement of a strike.

The Screen Artists Guild and the.
Television & Radio Artists are
striking primarily to get a share of
the profits from shows sold to pay
TV or reproduced on video discs or
cassettes. .

Bridge premiums to rise
By ELLIS SIMON

TALLAHASSEE- Florida's

premium for bridge and turnpike
insurance could double when it re-

places coverage canceled after the
Sunshine Skyway Bridge disaster.

Four insurance brokers last
week submitted nine bids and al-
ternates for property, loss ofreve-
nue and liability insurance, said
Mary Lawhon, insurance contract
purchasing specialist for the state
department of general services.
National American Insurance Co.

of Omaha canceled its coverage as
of Sept. 1.

The high bid was more than $1.1
million to insure property and loss
of revenues on the Florida Turn-

pike and 133 toll and drawbridges.
It also would provide $10 million
liability of insurance for the turn-

errors &
omissions

• Gross revenue figures in the
page 1 chart (July 28) depicting the
growth of the top 20 commercial
brokers omitted three zeroes with-

out proper notation.

pike. The current premium for
bridges and the turnpike is
$458,000. The low bid was $485,168
for property and loss of revenues
insurance for the bridges only.

Brokers whose bids were stud-

ied last week are Arthur J. Gal-

lagher & Co. of Miami, Hunter
Jackson & Associates Inc. of Or-
lando, Poe & Associates Inc. of
Tampa and Walton Insurance Ser-

Continued on page 22

Tighter rule won't help
exchange, brokers say

By ELLIS SIMON

NEW YORK-Restricting buyer access to the nonadmitted mar-
kets will not help New York's Free Trade Zone and Insurance Ex-
change recapture premium going out of state, brokers say.

But New York insurance superintendent Albert B. Lewis is us-
ing this argument to defend new tighter control on use of the sur-
plus lines market.

The new regulation, a revised Regulation 41, will be aired at a
public hearing here Aug. 13.

The revised regulation, which Mr. Lewis says will better protect
New York insurance buyers and allow more monitoring of activi-
ties, will:

• Require IE/S brokers to verify that an alien (non-U.S.) surplus
lines insurer used maintain a U.S. trust fund of at least $1.5 million
instead of the current $300,000 requirement.

• Require E/S brokers to verify that a foreign (non-New York)
surplus lines insurer used maintain a $750,000 trust fund exclu-
sively for the protection of New York policyholders.

Continued on page 22
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Insulation recall could be costly
By MARY ANN MATLOCK

BOSTON-Manufacturers of

irea-formaldehyde foam insula-
.ion could pay up to $80 million in
jossibly uninsured losses to re-
nove their product from Massa-
:husetts homes.

The state commissioner of pub-
ic health has proposed the manu-
Eacturers be ordered to remove the

insulation from any homes where
its presence has been linked to
health problems. The product was
banned from use in the ·state last

year.

If the guidelines are adopted,
manufacturers would have to foot

a $20,000-a-home bill to remove the
insulatihn. It costs $4,000 to be in-
stalled. A public hearing on the

proposal has been scheduled.
About 4,000 homes in the state

have the product in their walls.

About 500 complaints of health-re-
lated problems have been re-
ceived, said a spokeswoman for
the commissioner.

Most of the manufacturers con-

tacted have product liability insur-
ance but are unsure if it will cover

the claims. Others, which are no
longer in the business, are self-in-
sured for losses.

To qualify for the removal, a
homeowner must provide proof
from a physician that the urea-for-
maldehyde foam vapors caused or
aggravated health problems of oc-
cupants.

Some common symptoms asso-
ciated with exposure to excessive

Risk pooling act
wins big support
of Sen. Cannon

By JERRY GEISEL

WASHINGTON-Sen. Howard

Cannon (D-Nev.) now agrees the
Risk Retention Act is needed.

Following a Senate Commerce
Committee hearing last week, the
powerful committee chairman
said he wants legislation passed
that would ease the way for busi-
nesses to insure their product lia-
bility risks through pooling ar-
rangements.

"Today's testimony reinforces
mybeliefthatlegislationisneeded
in this area and that something on
the order o f the present staff draft
appears to be workable," Sen. Can-
non told Business Insurance. "I am

hopeful we can move forward with
a constructive bill."

The endorsement by Sen. Can-
non, one ofthe most powerful and
influential senators in Congress,
gives the risk retention proposal
an enormous boost. Without the

support of the committee chair-
man, the proposal would have no
chance of passing Congress, most
observers agree.

Even with Sen. Cannon's en-

dorsement, risk retention legisla-
tion still faces an uphill battle of
gaining congressional approval.
Little time remains before Con-

gress adjourns.
Sen. Cannon's endorsement

came as the once-solid insurance in-

dusty wallofopposition to the Risk
Retention Act begins to tumble.

At a Commerce Committee hear-

ing this spring on a different ver-
sion of the bill passed by the
House, insurance trade groups,
brokers and companies vehe-
mently opposed the proposal that
would allow thedepartmentto regu-
late the product liability pools.

But at last week's hearing, mem-
bers of the insurance industry
openly feuded about possible
strengths and weaknesses of the
revised proposal drafted by the
Commerce Committee staff.

The measure's pre-emption of
state insurance laws could result

in a regulatory void, said Don Jor-
dan, assistant vp of the Alliance of
American Insurers, an implacable
foe of both proposals.

In this regulatory void, unethical
risk management consultants
could set up inadequately capital-
ized risk retention groups, pocket-
ing a healthy management fee, Mr.
Jordan said. Thegroups ultimately
would fail, leaving the "duped"
members without protection.

But Les Cheek, vp-federal affairs
at Crum & Forster, noted insurers
and reinsurers would not supply
excess insurance and reinsurance

Continued on page 26

levels ofthe vapor are respiratory
problems, chronic headaches, wa-
tery eyes, vomiting and nose
bleeding.

"We're not talking about symp-
toms caused by the release of va-
pors during the curing process,"
said the spokeswoman. "We're
concerned about problems people
report one to two years later."

She said about 10 families in the

state cannot live in their homes be-
cause of reactions to the ·insula-

tion.

Manufacturers will have the

right to appeal claims. Arbitrators,

who will be licensed physicians,
will be appointed by the state
health department. The claims
process could take two to nine

\NllEKE SHOULD I ?Or
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months, the spokeswoman said.
Major insulation manufacturers

including Rapco Foam Inc. in New
York, Celsius Insulation Re-
sources in *Weedport, N.Y., and
Scientific Applications Inc..in Mt.
Pleasant, Iowa, are irate over the

proposal.
"Some manufacturers have a

problem, but they've made a.

mountain out of a molehill," said
Chuck Stillman, president of

Rapco and head of the National
Assn. of Foam Insulation Manu-

facturers.

"Massachusetts is the only state
where public officials cannot sit

down and negotiate a reasonable
settlement of claims," he said.
"They should allow us to do busi-
ness and let go to legal trial those

complaints that cannot be re-
solved peacefully by the contrac-
tor and manufacturer."

Problemsare found in less than

1% of all homes using the urea-for-
maldehyde foam insulation, he
said. Most of these .problems are
not caused by the product, but by
inadequate ventilation and air cir-
culation in the homes, he said.

Cooking with natural gas or
burning wood also can cause the
emission of such vapors, Mr.
Stillman said.

"There were problems in the in-
dustry about a year and a half ago,
but most industries have cleaned

up their act," said R. Keene Chris-
topher, chief executive officer of
Celsius Resources.

Continued on page 25
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Execs bank loss control

for repossessed property
By DAVID SPERLING

NEW YORK Bank risk .manager Michael
Dowgiewicz never imagined he would get in-
volved in hotel administration.

But that's what happened three years ago when
owners of a 1,000-room hotel defaulted on their
payments and the bank took it over. Mr. Dow-
giewicz was put in charge of the hotel's workers
compensation, liquor licensing, bonding and in-
surance coverage.

"I became the hotel's full-time risk manager,"
said Mr. Dowgiewicz, who now works for Manu-
facturers National Bank in Detroit asdeputy cash-
ier with risk management duties.

Until a few years ago, banks didn't worry much
about repossessed property. Most was automati-
cally covered under general liability and property

insurance policies.
But bank risk managers now are devising new

loss-control strategies to cope with a growing, re-
cession-fueled inventory o f high-liability "repos."
The loot includes hotels, airplanes, boats and con-
struction equipment.

The trend reflects the recessionary squeeze on
individuals and small businessmen who are un-

able to meet mortgage and loan payments,
bankers say.

Crocker Bank in San Francisco, for example,
now owns 14 Cessnas, Pipers and other executive
aircraft. Crocker, which insures the aircraft
through a captive, says repos are "up all over."

The best way to handle repossession risks is to
dispose ofthe property as soon as possible, insur-
ance managers say.

Continued on page 22

Lack of loss data hikes stop.loss cost
By STUART EMMRICH

NEW YORK-Higher premiums
and attachment points are the
price many self-insured munici-
palities pay for stop-loss coverage
because Blue Cross & Blue Shield

balks at releasing loss histories of
former clients.

Government entities that have
left Blue Cross & Blue Shield state
plans to finance their own losses
can do it without much help from
the Blues. But doing it success-
fully takes a lot of educated guess-
work, a bit of luck and a willing-
ness to assume more of the first

year's risk than the municipality
might believe necessary.

That is the opinion of risk man-
agers and consultants who have
faced this dilemma in the past few
years. Blues officials say it is im-
possible to break down individual
loss statistics for municipalities
they have insured (BI, July 7).

"It is not easy to go self-insured
without these figures. Insurance

companies that provide stop-loss
coverage want to have as accurate
an estimate as possible," said
George Mills, risk manager of the
self-insured New Jersey highway

authority. Mr. Mills recently
spoke at the Public Risk & Insur-
ance Management Assn.'s annual
meeting on the problems of going
self-insured.

"Ifyou have to go with rough es-
timates, stop-loss probably will
cost you more and will be higher
than you might want the first
year," he said.

A figure of 110% of estimated
losses in a year has become a gen-
erally accepted attachment point
for stop-loss insurance. But some
underwriters will require a figure a

bit higher than that-perhaps up
to 115% or 120%-for municipali-
ties that have to rely on rough esti-
mates, industry experts say.

The highway authority was in
better shape than most municipali-
ties when it went self-insdred last

year, Mr. Mills said. Its underwri-
ter was the Equitable Life Assur-
ance Society, which provides its
policyholders with monthly loss
data. It gave the highway authority
its loss history for the full year

when it decided to go self-insured.
"They weren't happy to see us

go, but they at least cooperated
with us," Mr. Mills said. He said
projections based on those figures
have fallen within 1% of the actual

claims submitted during the first
six months of 1980.

But.for those municipalities that
can't rely on the.Blues to provide
them with that data-and Mr. Mills

Continued on page 26

Ohio files hospital antitrust suit
By JOHN MAES

CLEVELAND-The Ohio attorney general
again is cracking down on what he considers
price-fixing for health care.

The target this time is the Greater Cleveland
Hospital Assn. Attorney General William J.
Brown has filed an antitrust suit charging the
group with fixing prices.

He says trade among health insurance plans has
been illegally restrained so that the consumer
pays higher health insurance premiums. The asso-
ciation represents nine out ofevery 10 hospitals in
the Cleveland metropolitan area.

In June, the attorney general's office filed an

antitrust suit against Ohio Vision Services, a vi-
sion care insurer. It is charged with conspiracy to
set rates and restraint of trade.

Eugene F. McShane, chief of the attorney
general's antitrust division, said the new lawsuit
seeks to stop the hospitals from refusing to negoti-
ate hospital rates and insurer contracts.

It wants them to negotiate "on a one-to-one ba-
sis" with competing health insurers, self-insured
companies and prepaid medical plans.

It also asks that the hospital group be fined $500
a day for every day the price-fixing continues.

The suit follows a ninemonth investigation
sparked by reports from health insurers and com-

Continued on page 25
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Insurer's employes set healthy pace
CONNECTICUT GENERAL In-

surance Corp. is encouraging its
4,800 employes to run, not walk,
around the home office in Bloom-

field, Conn.
The insurer has opened a 1.4-

mile Parcourse physical exercise
and fitness circuit to be used for

jogging, exercising-r walking.
The primary emphasis of the Par-
course facility is on developing
heart, lung and circulation capaci-
ties, as well as total conditioning.

Families of employes and area
residents are also welcome to use

the course, which is open during
daylight hours.

"Physical exercise is an impor-
tant part dgeneral good health, es-
pecially for people working in an
office environment, and we'vo had
indoor and outdoortecreational fak
cilities at the home office since our

benefit beat

move to Bloomfield in 1957," said
Robert D. Kilpatrick, CG presi-
dent and chief executive officer.

"However, this new facility of-

fers more of our people an oppor-
tunity to engage in additional exer-
cise activities, and at a pace they
regulate from the start."

A spokesman for Connecticut
General would not disclose the

cost of the new facility.

Layoff coverage
WorkersatDupontChemical Co.

in Fairfield, Conn., will have one
less economic woe should they be
laid off. A contract in effect until

April 1981 extends Blue Cross &

Blue Shield coverage for up to six
months and provides that the com-
pany pick up the cost of group life
insurance during a temporary
shutdown.

In voting in favor of the ex-
tended coverage, the 220 Fairfield
Employes Assn. members by-
passed raises that were negotiated
in March. Contratt talks are con-

ducted biannually at Dupont
plants.

Dental plan
Employes of Deblois Oil Co. in

Pawtucket, R.I., now have dental
insurance.

The 150 employes and their

families were signed up for Blue
Cross/Blue Shield Delta Dental
coverage in June.

Delta Dental's basic benefit pack-
age provides full coverage for one
routine check-up and two cleanings
a year, plus X-rays, fillings, emer-
gency treatment, simple extrac-

tions and root-canal therapy.
Deblois Oil pays 75%of total prc

mium.

Made anv benefit changes? Writ
Valerie Berg, Business Insurance
740 N. Rush St., Chicago, m. 6061
or call 312-649-5430.

AMA stays neutral
on HMO cost savings

By STACY SHAPIRO

CHICAGO-The 'American

Medical Assn. wants more proof
that health maintenance organiza-
tions cut costs.

A section of a 183-page report on

Put Corroon&Black
atthe controls.

Our risk management programs can keep
business insurance costs from going sky-high.

No one needs to tell you about the costof inflation.
And no one can help you control costs of business
insurance better than Corroon & Black.

We're the business insurance brokers who've made

a worldwide name forourselves over the last 75 years.
One reason has been our risk management programs
for businesses, large and small.

Call in Corroon & Black and we'll analyze your
insurance program, inside and out. We'll show you
ways to prevent losses., Recommend the best cover-
ages at the best plices. And even design a risk

management program that meets the special needs of
your business.

It's this kind of approach to business insurance
that's made Corroon & Black one of, the largest bro-
kers in the world with over 90 offices worldwide.

If your insurance costs seem out ofcontrol, contact
Corroon & Black for an analysis of your insurance
program.

Call Richard M. Miller, President, toll-free, at
800-221-7024. (In New York, call collect, 212-363-
4100.)

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

HMOs compiled by the AME
council on medical service, recog
nizing that HMOs cut health car,
costs, was referred to the AMY
board oftrustees for further study
The rest of the report was ac
cepted.

Although the AMA represents
only 30% ofthe nation's doctors, its
endorsement of HMOs as cost-cut

ters would have been a prestigious
seal of approval.

Instead, the AMA's state dele
gates attending the annual conven-
tion voted unanimously to remain
neutral on HMOs and fight special
federal funding of HMOs.

The delegates agreed the report
on HMOs was admirable, but did
not want praise to be interpreted
as an endorsement of HMOs.

The report, including summa-
ries of literature examined and 15
random case studies of HMOs na-

tionwide, "is primarily informa-
tional," Dr. Robert Kelly, chair-
man of the council when it pre-
pared the report, told the dele-
gates.

"We were to write an objective
report on the cost, availablity and
accessibility of HMOs. Every sin-
gle member is encouraged to pro-
vide the council with pro and con
reports on HMOs," he said.

Thus the delegates voted against
recommending that "the HMO ap-
proach to health care delivery be
recognized as one which may re-
sult in care for enrollees at a lower

total cost than for comparable
groups in other health care deliv-
ery systems."

But the report also suggests
there could be other reasons why
HMOs are cost-effective. "Critics

have suggested that HMOs are
able to achieve lower utilization

figures because they enroll a youn-
ger, healthier population, a prac-
tice referred to as 'skimming, ''9

the report says.
Among the doctors attending

the AMA meeting who are still
skeptical about prepaid health
care was Dr. Theodore Grevas of

Rock Island, Ill. "So many HMOs
have failed," which the report
failed to consider, he complained.

"HMOs are the back door to so-

cialized medicine," he charged.
"HMOs tend to ration care."

But some doctors agree with Dr.
John Jacoby, medical director of
Honeywell Inc., who says HMOs
provide better medical care than
indemnity plans.

"For $14.35 per month you get
more comprehensive care, if any-
thing, than with an indemnity
plan," he told BI.

"Itappears that a well-run HMO
that is adequately planned out is a
viable way to provide medical care
and reduce hospital care, which is
where the costs are."

Honeywell offers its employes
six HMOs even though it is only
required to offer one. "We would
have been mandated to offer one-
SHARE-and it's the one with the
least amount of membership from,
Honeywell," Dr. Jacoby said.

Sixty-one percent of Honey-
well's employes use HMOs be-
cause they provide more medical
care than indemnity plans. he
said. •
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Whether your business is large or small, located in
a major metro area or miles from anywhere, makes
no difference. Wausau Insurance Companies
can fit together a strong insurance"partnership"
with you.

Consider Wausau's relationship with Alta
Industries, Ltd., in Halcottsville, deep in New
York's Catskill mountains. Alta produces up to
350 high quality, pre-cut log homes a year. They
supply 56 dealers in 22 states. Yet their work
force averages less
than 20 people.

By many stand-
ards, they are a small
company.

Wausau Insurance

started life nearly 70
years ago, by servicing

w

small companies. We thrived by effectively helping
them thrive - helping control losses to control
insurance costs.

5[bday, Alta Vice President Frank Mann says,
"I am most impressed with Wausau's prompt
service and the safety and health assistance
available to us. I have never enjoyed such a
working relationship with previous carriers.
Wausau's partnership concept is really effective.
And the closer we work together, the more effective

Alta becomes:'

WAUSAU wherever you are, if
Whatever your size,

INSURANCE you're willing to work

COMPANIES Wausau can help make
to controllosses,

® Employers Insurance of Wausau your business insur-
ance work for a living.

WAUSAUWORKS.
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editorial opinions letters
Business Insurance welcomes letters from 1ts readers Please keep 1/0117
comments as bnefas possible and we reserve the nght to edit or shorten
letters for danty or space Please send your comments to Letters to the

Provide loss data...
Editor, Bilslness Insurance, 740 N Rush St, Chicago, Ill 60611

Taking exception for confusion," June 16) particu
larly meaningful, as we are cur

To the editor In most mstances I rently struggling with filling ours

TNSURERS ARE only paying lip service Here's where insurers can show thelr think your editorials are right on out for the coming year
target I must take exception, how- If, as author Howard Alper re-

lto risk management when they elam up support for risk management. Instead of ever, to part of your editorial "De- marks, most businessmen, ac-
about how the premium dollar is spent. their current stand, insurers should be mand your data" (July 14), which countants and insurance brokers

A startling blow to risk management is banging on the doors of these less sophis- says in part "No insurer deserves don't understand the worksheet, it
your business if it won't give you occurs to me there's somethingbeing wielded in Illinois, where workers ticated insurance buyers to teach them your loss history You're paying wrong with the form.

compensation insurers are lobbying the how to use loss r'eports to develop safety for a product-insurance-and The worksheet reminds me of in-

governor to veto a portion of the new re- programs. you deserve to know everything surance policies only an attorney

form bill requiring insurers to provide pol- It's unbelievable that Illinois workers about that product losses, loss re- can decipher Perhaps that mar-
serves, insurance company over- velous person who designed the

icyholders with loss reports. compensation insurers that clamor for head charges, loss adjustment and business automobile policy can
We just recently urged on this page that rate hikes are fighting mandated release of other expenses" tackle the reporting of business in-

I believe that pohcyholders terruption values nextbuyers of both group insurance plans and the tools needed to define and control ex- should be given detailed informa- Andrea Hammer

property/casualty policies demand loss re- posures to workplace accidents. tion about their loss history, but I Insurance manager

ports from their insurers. The develop- We don't like further government inter- firmly disagree that they are en- Diamond/Sunsweet Inc

titled to such additional 1nforma- Stockton, Calif
ment of effective loss-control programs vention in insurance matters, but there's tion as company expenses, over-

hinges on knowing where and how losses no sympathy here on this one. If insurers head charges, profits, etc When Managing claims
are occurring. had been doing their jobs in the first you as a consumer buy tangible

But insurers in Illinois say policy- place-supplying the loss reports and products such as an automobile, To the editor Many of the prob-
shoes, clothing, etc, you are con- lems experienced by employers in

holders wouldn't know what to do with teaching employers how to use them- cerned primarily about cost, qual- workers compensation claims
the loss reports. That's an insult to profes- they wouldn't be saddled with this man- ity and serviceability You don't have resulted from poor claims

ask the manufacturer to reveal his management on the part of insur-sional insurance buyers and risk man- date. profits or his expenses and I see ers aswell asemployers.Oneofthe
agers. Unfortunately, the msurers are par- Illinois Gov. James Thompson should absolutely no reason why the in- primary reasons for this is the gen-
tially correct because at some companies sign the bill as it is. We urge Illinois busi- surance industry-alone of all in- eral lack oftimely claims informa-

dustries to my knowledge- tion and direction from the insur-the risk management discipline needs nessmen to tell him so by writing to him at should be singled out for such ers on claims management
more development. his office in Springfteld. treatment One of the reforms included in

If you have any rebuttal to this I the Illinois workers compensation
would be interested in your com- law requires insurers to report

. . . and service costs ments. monthly all compensable claims
Reeves A. Lukens incurred during the previous

Pilot Life Insurance Co month The insurers are opposed
Greensboro, N C to this on the grounds of cost and

70 ISK AND benefit managers often or clothing. Since we don't ask manufac-
that the information is not needed

'Mercedes' model by employers because they
-[1need more than the loss reports, how- turers to tell us what it costs them to make "would not know what to do with

ever, to develop effective programs for a product, why should we expect insurers To the editor. William H. Rodda the report" (BI, July 21)
is a well-known authority on insur- It may be true that initially em-

their employers. to tell us the cost components of an insur- ance matters. However, in his arti- ployers would not know what to
Any insurance manager considering ance policy, he asks. cle on "Computing coverage" (Per- do with the report, but the signifi-

self-funding a portion or all of an insur- Our answer: Because insurance is more spective, June 16), he stated that cance of the potential future cost
ance program needs to know the un- analogous to professional services than to

"neither policy (SMP policy or ofthese claims will lead many em-

EDP policy) in its basic form cow ployers to implement internal
bundled cost of services provided under · consumer products. ers damages from a mechanical claims management activities as

the insurance policy to make an accurate When we buy a pair of shoes, we have breakdown, computer malfunc- opposed to relymg upon their in-
tion or electrical damage other surers for this.

comparison of the cost of buying insur- the product on our feet. We know what we than lightning " I find it hard to believe, however,
ance with the cost of self-funding. bought. When we buy insurance, we have Chubb's basic EDP policy, intro- that employers of all sizes will not

What part of a premium dollar is spent a piece of paper representing indemnifica- duced in 1962, does not exclude use the reported information in
on loss-prevention services? What part is tion and, hopefully, an array of profeS- any o f those situations unless "er- view of the impact workers com-

ror in machine programming or in- pensation costs have had and will
spent on claims administration? How do sional services in loss prevention and structions to machine" might be continue to have on bottom-line
these costs compare with what outside claim settlements. considered computer malfunc- performance For an industry

tion Our EDP policy has often which pri(les itself on providing
contractors would charge for the same ser- We're not talking about homeowners, been used as a model for compari- "service," I am amazed that lt lS
vice? These are important questions to be personal auto or Main Streetbuslness poli- son and design As inthe Mercedes opposed to providing any addi-
answered in a self-funding analysis. cies here. We're talking about corporate Benz-Ford comparison advertise- tional service to its policyholders,

ments, we believe we are the which has the ultimate result of
With some insurers fighting release of purchasing of professional services like Mercedes Benz. leading to reduced claims costs

loss reports, it's not surprising many don't accounting and legal services, which are Thomas R. Cornwell But Lhen, reduced claims costs

want to tell policyholders how the rest of billed for services rendered. We think of Marketing coordinator produce lower premiums, so
Chubb Group where lS the incentive for the in-

the premium dollar is spent. Insurers may the insurer in the same vein as a law firm Short Hills, N J dustry since their income will be
fear buyers will identify inefficiencies in on retainer that has to justify ltS billings. directly affected?

the product when they see the unbundled And we're talkmg about big accounts. Confusing form
Michael J. Glapion

costs. If you're spendmg $200,000 for insur- Manager-risk cash and

To the editor I found your Per- foreign exchange

One reader tells us in a letter on this page ance and don't know where the money is spective article on the business in- Graco Inc

that insurance is like shoes, an automobile golng, you've been sold two left shoes. terruption worksheet ("Worksheet Minneapolis, Minn
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Great problem solvers
of the 20th century.

The Wright Brothers

First there was Freud. is none.

Then Madame Curie. Using captive reinsurance
Then Einstein, the Wright facilities in developing plans to

brothers, Henry Ford and Leo minimize your income tax.
Brandstatter. And making financial protec-

Leo Brandstatter? tion affordable at a time when

Like all AIG'Risk Management everything else isn't.
account executives, he's doing for AIG has one of the most

his profession what other greats experienced risk management
have done for theirs. services anywhere. In fact, our

Solving problems that many people have solved problems that
would consider unsolvable. others don't even know exist.

Like setting up note programs That's important for you to
to improve cash flow where there know.

t

Albert Einstein

Because when it comes to solv-

ing problems, a company that's
still gaining experience could
leave you with a bad experience.

Which is why the world will
always remember the contribu-
tions of Freud, Einstein and
Brandstatter.

AIG Risk Management.

The AIG Companies.
Let us take the risks.

For more information, contact AIG Risk Management, Dept. A, 70 Pine Street, New York, N.Y. 10270. A Member Company of American International Group.
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Police Professional Liability.
• Occurrence Form
• No Deductible

• Federal Law 1983

• Prior Acts

• Punitive Damages
• No Aggregrate

International Association of Chiefs of Police

c/o Bayly, Martin & Fay/San Antonio
RO. Box 17800 • San Antonio, Texas 78217
1-800-531-7205 • 1-800-292-5721 (Texas)

FICA, IRA provisions

GOP platform
opposes forced
retirement age

By JERRY GEISEL S- ,---.-47--01 - -«.,- .-
IN ITS FINAL platform plank,

the Republican Party has come
out against mandatory retirement
and the earnings limitation that
bars some working Americans
from collecting Social Security
benefits.

It also supports strengthening
the Social Security system, but
says the economy must expand
firsi "We need more people at

Howcan St.PRisk Seridces
have mole lltan 125 yeafs e*perience

ifwefie onlybeen
in business two years?

Easy We've borrowed those
years of experience from our parent
company, St. Paul Fire and Marine
Insurance Company assist in insurance placement

And here's what we can do through licensed Independent
for you. Insurance Agents.

If you're considering self- When you need this kind of
insuring, we can do a feasibility expertise backed·by more than
study to help determine whether 125 years of experience,call your
or not it's a good idea. Independent Agent or St. Paul

If you're already self-insured, Risk Services marketing
we can provide actuarial services, department at (612) 221-7990. Or
provide and evaluate loss pre- write St. Paul Risk Services, Inc.,
vention and control, administer Hamm Building, 408 St. Peter St.,
claims, audit claims services, and St. Paul, Minnesota 55102.
An affiliate of St. Paul Fire and Marine insurance Company

Risk PlanIM
St. Paul Risk Services, Inc.

work, earning more money,
thereby paying more into trust
funds," the platform says.

The Republicans endorsed ex-
pansion of Individual Retirement
Accounts, adding that home-
makers ought to be able to set up
their own IRAs.

Reinsurance plan
Agway Inc. of Dewitt, N.Y., will

be allowed to continue reinsuring
its employe benefit plans with its
insurance subsidiaries.

Under a Labor Department ex-
emption last August (BI, Aug. 20,
1979), a domestic insurance sub-
sidiary was allowed to underwrite
group insurance programs for its
parent company's employes as
long as the business accounted for
50% or less of the subsidiary's
book of business.

However, the new rule failed to
resolve whether a corporation's in-
surance subsidiary could enter
reinsurance arrangements with
other unrelated insurers.

In Agway's case, The Travelers
Insurance Co. provides life, medi-
cal and sick leave benefits to Ag-
way employes. The Travelers, in
turn, reinsures the policies with
Agway's two insurance subsidi-
aries, Agway Life Insurance Co.
and Agway Insurance Co.

Under the reinsurance arrange-
ment, The Travelers pays one of
the Agway insurance subsidiaries
50% ofthe premiums it receives for
the Agway benefit plans. In return,
Agway's insurance subsidiaries
reinsure The Travelers for 50% of
the risk under the plan.

The Labor Department agreed to
allow the Agway-Travelers ar-
rangernent because the transac-
tions met all the prerequisites set
in last August's class exemption.

Trustee sued

The Labor Department is suing
the trustee of two Colorado pen-
sion and profit-sharing plans,
charging he used the plan assets to
serve his own interests.

In a suit filed in U.S. District
Court, the Labor Department says
Lee Kunz, trustee of Kunz Con-
struction Co. pension and profit-
sharing plans, used the assets of
both plans to buy stock in Wildlife
Vacines Inc., of which he is presi-
dent. The complaint also says Mr.
Kunz used plan assets to make
prohibited loans to other compa-
nies.

Under ERISA, all plan assets
must be managed to provide bene-
fits to participants. The pension re-
form law bars plans from making
loans to parties who are related to
the plan by either business or fam-
ily ties.

The Labor Department suit also.
charges Mr. Kunz forced the
profit-sharing plan to make loans
to two companies that used them
to pay back debts to Kunz Con-
struction Co. ERISA prohibits
plan assets from being used to
benefit the employer that sponsors
the plan.

The suit asks the court to require
Mr. Kunz to pay back any losses
that may have resulted from al-
leged illegal transactions and to re-
scind prohibited transactions still
pending. .



EEC see ks law
in surveillance

of worker health
BRUSSELS-The European

:conomic Community will push
orlegislation requiring health sur-
eillance of all workers exposed to
sbestos and lead.

A related measure will require
nember countries to adopt stan-
lards for exposure to other poten-
ially hazardous substances and to
nform workers about the dangers
nd preventive measures.

EEC endorsement of the mea-
;ures means member nations will

)e required to pass national legis-
ation meeting the standards
within a specified time.

Expropriation ban
QUEBEC-An appeals court

here has temporarily barred the
Quebec government's expropria-
tion of Asbestos Corp. until the
court can conduct a hearing on the
constitutionality of the matter.

The appeals court decision over-
turns a Quebec superior court rul-
ing that the provincial government
was within its rights in seizing the
firm's assets in the province (BI,
June 9).

General Dynamics Corp., which
owns 54% of Asbestos Corp., is
fighting the. potential uninsured
loss.

Civil unrest
MADRID-Multinational cor-

porations operating in Spain could
be saddled with major losses
within the next five years as the
nation moves toward civil war,
possibly by 1985, according to a
Frost & Sullivan political risk sur-
vey.

Severe economic problems, la-
bor unrest and separatist senti-
ment among the Basques, Cata-
lans and Andalusians and the un-

popularity of the Adolfo Suarez
government have increased ten-
sions.

Although sustained violence ap-
pears unlikely during the short
term, there is a 44% chance of busi-
ness being lost because of civil
strife during the next five years,
the researchers said.

Iranian losses

OTTAWA-Canada's Federal

Export Development Corp., hit
hard by Iranian losses, paid $6.4
million in claims on its export
credit risks for the quarter that
ended June 30.

The total is substantially higher
than the $2.2 million in claims paid
for the first quarter of the year,
which ended March 31.

Eight of the claims were for de-
fault on payments, six for in-
solvency of the foreign buyer,
three for contract repudiation and
one for political risk.

The corporation insures $2.1 bil-
lion worth of Canadian exports.

Mideast pool
LONDON-Major European

reinsurers have endorsed a new

$60 million pool offering coverage
for 10-year design and construc-
tion projects in the Mideast.

The pool, to be known as MEDIP
(Middle East Decennial Insurance
Pool), has the backing of such rein-
surers as Societe Commercial de
Reassurance and Mutuelle

Generale Francaise Accidents,
both of France, along with Skan-
dia of Sweden.

Libel suit

BONN-Arlene Crane, wife of

s»EmlEemb -1
Rep. Phillip M. Crane (R-Ill.), has
filed a libel suit against a German

magazine, contending an article in
the publication maliciously la-
beled her sexually promiscuous.

Ms. Crane filed the action

against the magazine Stern, charg-
ing the libelous reference was
published with knowledge it
would defame her and harm her

husband's chances of gaining the
GOP presidential nomination. •

RENT A CAPTIVE INSURANCE COMPANY
Save Capitalization and Management Cost
Premium Deposits Guaranteed by Irrevocable L.O.C.
Interest Earnings Given on Premiums
Reinsurance Negotiations Provided

Eliminate IRS questions on deductible premiums to
your own"captive."

NATIONAL ASSURANCE CO., LTD.
P.O. Box 2009

Washington Mall
Hamilton 5, Bermuda

809-29-51646

Nationwide uncomplicates
complicated

groupinsurance.

If you choose the group insur-
ance for your company; you know it
can get very complicated. But Nation-
wide can help you put it all together
in one easy-to-understand plan.

Nationwide can do itbecause we

offer insurance so complete, we can
even include Dental Care (with cover-

age not just for corrective treatment
but for annual check-ups, too.)

All our major medical plans have
$1,000,000 maximums with a $500

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest

Annuity contract provides a high in-
terest return on your pension plan.

All this insurance will be put to-
gether just for you by one skilled
Nationwide agent in one easy plan:
Youcan't get lesscomplicated thanthat.

That's just a sample of Nation-
wide's group insurance. Send us this
coupon and we'll give you all the
details. Making your business life
simpler is one more way Nationwide
is on your side.

 NATIONWIDEINSURANCE
Nationwide is on your side

Nationwide Life Insurance Company.
An equal opportunity employen

----- An Uncomplicated Offer from Nationwide -----

Nationwide Insurance, One Nationwide Plaza, Columbus, OH 43216

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

Namf

Company Name

Addresg

City

State

enlinty Phone

Zip
81-84



Test them
If you are interested in globalinsurance, send this

, page to any other insurance organization.
TO: Address

1 City State Zip
1 Please answer the following questions about your
, ability to write a global policy.

After you answer the questions, please do just one
I more thing. Prove it.-
 Yes No

E] E] Did you underwrite more than $1 billion worth of direct premiums
1 for overseas risks last year?
 El [3 Do you have your own insurance facilities in over 130 countries

and jurisdictions, giving you central control over both the
domestic and overseas portions of an account?

 E] El Have you been writing direct insurance on overseas risks for morethan 60 years ?

 El [3 Can you boast that you have over 11,000 employees overseas and
that they have firsthand knowledge of local conditions, lawsand
regulations ?

 0 0 Can you offer a complete line of Property, Casualty, Life,Accident and Health, Group Benefits, Marine, Political Risk,
D&O and K&R coverages to the multinational account, for
both domestic and overseas exposures?

 0 0 Do you offer a full range of risk management services including 
captive management, policy issuance, reinsurance, and
administrative services programs?

 0 0 Do you provide worldwide engineering service that can respond *to the needs of both domestic and overseas exposures?

 E] E] Can you provide premium collection overseas in local currency
and can claims be paid in local currency?

1 El m Can your staff provide claims service overseas without depending 

 El El Do you have your own loss adjustment facilities inthe U.S.A.?
on independent or agency relationships?

lilli



Test us
...

To save some time, we've already answered the

, questions.Just call or write Bruce Ebert, Vice-President
1 Marketing, AIG, 70 Pine Street, New York, N.Y. 10270. 1
 (212) 770-7830. And we'11 be happy to prove it.
I Yes No
I Vf m Did you underwrite more than $1 billion worth of direct premiums

for overseas risks last year?
Ff El Doyouhave yourown insurance facilities in over 130 countries

1 and jurisdictions, giving you central control over both the
domestic and overseas portions of an account? Af Il Have you been writing direct insurance on overseas risks for more

1 than 60 years ?
wf m Can you boast that you have over 11,000 employees overseas and

1 that they have firsthand knowledge of local conditions, laws and
regulations? VI El Can you offer a complete line of Property, Casualty, Life,
Accident and Health, Group Benefits, Marine, Political Risk,
D &0 and K&R coverages to the multinational account, for
both domestic and overseas exposures?

 Mf 0 Do you offer a full range of risk management services including captive management, policy issuance, reinsurance, and

 Mf Il Do you provide worldwide engineering service that can respondadministrative services programs?

to the needs of both domestic and overseas exposures?

 4< 0 Can you provide premium collection overseas in local currencyand can claims be paid in local currency?
vf 0 Can your staff provide claims service overseas without depending 

on independent or agency relationships?
1 Vf El Do you have your own loss adjustment facilities in the U.S.A.?

The AIG Companies.
Let us take the risks.

Copyright 1980 American International Group.

1
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Data on asbestosis

Firms may be fined for lack of records
DOVER-A company may be

fined for failing to record work-re-

lated employe illnesses, a Dela-
ware administratve lawjudge has
ruled.

Judge Benjamin C. Usher up-
held two Occupational Safety and
Health Administration citations

charging Amoco Chemicals Corp.
in New Castle w.th "willful viola-

tion" of federal safety and health
laws for failing to record employe
illnesses resulting from exposure
to asbestos.

Amoco contes:ed the citations,
arguing asbestosis had not been
diagnosed and that companies are
not required to keep records of
possible diseases. The two cita-
tions carry fines of $10,000 each,

around the states
the maximum penalty.

"What this case stands for is that
in doubtful cases where it is not

clear what the medical condition is

orit'snotclearitwascausedbythe
environment o f the workplace, the
employer has more of a duty than
to do nothing," said Michael Sha-
piro, OSHA atorney.

"He must keep records, ever. if
there's only the suspicion of dis-
ease. He can put question marks
on the records. He can say it's rot
confirmed. Bit he has to reccrd
it."

William O'Brien, attorney for

One-Stop/Self-insurance Market

The one-stop,
full-service self-insurance

Super-market" for
workers' compensation!

If selecting your company's insurance is your
responsibility, our professionally qualified staff
can make your job easier and more effective. We
offer all, or any part, of the following services:

· Excess Insurance -

Aggregate and Specific

· Claims Administration

· State Qualification and
Filings

· Self-Insumrs Bond

· Safety Se.vices

· Cash Flow Analysis

You will be delighted at the low, competitive
price of the "package" we can tailor to your
specific needs.

We also invite brokers and agents to inquire
about what we can do to keep their customers
satisfied.

Call Gary Mongilutz at
(502) 425-8660 for details.

Underwriters Safety
Silajins. Inc.

Post Office Box 6769

140 Whittington Pkwy
Louisville, Ky 40206
Phone: 502/425-8660

Offices in: Knoxville. TN

Marion, IL+Norton. VA

Paintsville. KY

Serving self-insurers
since 1941.

Amoco, said the company will
probably appeal.

Comp savings
COLUMBUS-Ohio state uni-

versities and their hospitals could
save as much as $196,000 overall
under new workers compensation
guidelines set by the state workers
compensation bureau and the in-
dustrial commission.

The mAjor change is that pre-
mium rates will be determined in-

dividually for each school or hos-
pital. They had been pooled into
two groups to determine basic
rates, which were adjusted to re-
fleet individual safety experience.

A similar switch to individual

premium ratings was made in 1977
for other state agencies.

The greatest beneficiary of the
new system is Ohio State Univer-
sity Hospitals, with a savings of
$130,000 based on 1979 payrolls,
followed by OSU with a savings of
$19,000.

State universities and their hos-

pitals will now have their pre-
miums adjusted each July 1, in-
stead of Jan. 1. The latter change
has allowed the universities and

hospitals to receive lower pre-
mium rates now, rather than six
months later.

Firemen's comp
HARRISBURG-Volunteer

firefighters in Pennsylvania will
be provided with workers com-
pensation coverage under a new
law signed by Gov. Dick Thorn-
burgh.

The law will extend coverage to
injuries sustained by a volunteer
traveling directly to and from the

Risk exec

group see ks
members

HAMBURG, N.Y.-Municipali-
ties interested in grounding the
skyrocketing costs of insurance
and promoting risk management
need no longer take a solo ap-
proach, say Upstate Municipal
Risk Assn. officials.

"We felt it was time to start in-

forming municipalities about how
to save money. We feel we can tie
in on items applicable to this up-
state area," said Ernest Holfoth, or-
ganizing manager of the new non-
profit group.

The association, formed in Feb-
ruary and now accepting member-
ships, is aimed at educating small
rural communities that cannot af-
ford risk managers or consultants.

Memberships in UMRA are ini-
tially being accepted from govern-
ment bodies in Erie, Allegheny,
Cattaraugus, Chautauque, Gen-
essee, Niagara, Orleans, Wyoming,
Monroe, Livingston and Ontario
counties.

The group will expand to other
areas, but only government units
will have voting rights.

The initial fee is $75. Annual
dues will be $50 for entities with
operating budgets of less than $5
million, $100 for budgets ranging
from $5 million to $15 million and
$150 for budgets of more than $15
million.

Information can be obtained
from Ernest Holfoth, S-4900 Lake
Shore Drive, Hamburg, N.Y. 14075;
716-627-5828.

fire and during the actual fighting
of the fire, said Rep. Stephen F.
Freind, chief sponsor of the mea-
sure.

"A guarantee of compensation is
the least the state can provide for
the people who serve their com-
munities without payment," he
said.

Employer bond
HARRISBURG-Pennsylvania

employers self-insured for
workers compensation will have to
purchase a $200,000 bond, under a
state department of labor and in-
dustry rule effective Aug. 4.

Employers formerly were re-
quired to purchase a $100,000
bond.

In another provision governing
renewals of self-insurer certifi-

cates, the department has agreed
to allow employers to renew ex-
pired certificates month by month
until their new certificates are is-
sued.

The department had proposed
that employers be forced to pur-
chase commercial insurance dur-

ing the interim period.

Suit settlement

MINEOLA-A Long Island,
N.Y., garage mechanic's widow re-
ceived a $300,000 product liability
settlement from Firestone Tire &
Rubber Co. and General Motors
Corp. June 20.

The settlement ended a nine-day
product liability trial in Nassau
County supreme court.

Anthony Malak died of injuries
in August 1973 after being struck
on the head by a side-ring that se-
parated from the wheel rim of a
bus tire he was changing, said
plaintiffs attorney Kenneth Ru-
benstein. who represented Mr.
Malak's widow, Bronislawa.

Firestone, manufacturer of the
rim, contributed $192,500 toward
the settlement and GM contrib-

uted $82,500, Mr. Rubenstein said.
Both firms are self-insured for the
loss.

General Accident Fire & Life As-

surance Corp., Mr. Malak's
employer's workers compensation
insurer, is forgoing a $25,000 lien
against any award.

Regulator leaves
Mark D. Mariska, 35, chief assis-

tant insurance commissioner and
the No. 2 man in the California in-

surance department, has resigned
to pursue other opportunities in
private industry, said a depart-
ment spokesman.

Mr. Mariska said he resigned be-
fore accepting a new job because
he didn't think it was appropriate
to be job hunting while continuing
to be employed as a regulator.

When Mr. Mariska accepted the
job with the insurance department
in April 1979, he had an under-
standing with commissioner Wes-
ley Kinder that his tour would be
brief, ending when he had com-
pleted certain administrative
changes including streamlining of
electronic data processing.

Before joining the department,
Mr. Mariska was employed by the
INA Corp. as senior vp and chief
executive officer of Public Em-

ployes Insurance Co. and Teachers
Insurance Co., both in Los
Angeles.

Director resigns
JEFFERSON CITY-Missouri

insurance director Richard Fre-
dericks has resigned, effective
Sept. 1, to take a job in private in-
dustry.

He has been insurance director
since June 1979. •

The Wetzel
Company,Inc.
Excess and
Surplus Lines
Reinsurance.
Treaty and
Faculfative

Only throush
Agents, Brokers &
Insurdnce Companies
PO Box 66459

Houston,Texd577006
713/593-3003·Telex:76-9053
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Lloyd's see ks sunken Lutine treasure
By JOHN H. MILLER

LONDON-Lloyd's is attempt-
ing to salvage gold and silver trea-
sure buried in the North Sea when

the British frigate Lutine sank 181
years ago.

The cargo is believed to be worth
$60 million at today's prices.

Lloyd's, which insured the cargo

at that time for a group of London
merchants, has contracted with
the Australasian Salvage Syndi-
cate to recover the treasure.

The Lutine was on its way from
the eas: England port ofYarmouth
to Hamburg when the ship foun-
dered offthe Dutch coast onOct. 9-

10, 1799. Since then a few bits of
the treasure hav€ been recovered,
including the bell, which was
given to Lloyd's in 1859 and now

hangs in the famous underwriting
room.

The new operation will take two
to three years.

Tanker update
An explosion in the"double bot-

tom" of she Norwegian tanker

62%: *

« london line *
Berge Vanga may have been re-
sponsible for the disappearance of
the vessel off South Africa last Oc-

tober (BI, Nov. 26).
Capt. Ingolf Stangeland, marine

director of Sig Bergesen, owner of
the tanker, told a U.K.-based board
of inquiry he devised the "double-
bottom" theory after inspecting a

similar company vessel, the Berge
Brioni, in Rotterdam harbor.

Findings of the inquiry, or-
ganized by the Liberian Bureau of
Maritime Affairs, will be released
later.

The disaster cost marine insur-

ers $19 million in hull claims and

$5 million for the loss of its iron ore
cargo being shipped to Japan
from Brazil. Tugs and aircraft
searched the disaster site for 11

days but found no trace ofthe ship

or its crew, except for a few chairs
and oars.

Meanwhile, an inquiry into the
loss of the West German freighter
Munchen in December 1978 has

failed to discover a cause.

The $60 million freighter sank in
a mid-Atlantic storm, with no sur-
vivors. International reinsurers

have agreed to lump together the
losses of the Munchen and the $15
million dry-dock Ferrostaal as a
single event The Ferrostaal sank
in the same storm near France,
1,000 miles away 24 hours later.

Reinsurers based that decision

on the fact that when hurricanes

Betsy in 1965 and Capella in 1976
caused damage over more than
1,000 miles, losses they caused
were treated as one event.

The decision means primary in-
surers of the vessels will have to

pay only one deductible instead of
separate deductibles for both
losses.

But R.J. de Neree of the Dutch

reinsurance group NRG argued,
"Excess of loss cover was never

meant to apply to vessels so far
apart, and a more positive defini-
tion ofone event is needed to avoid

..8

future disputes on this topic."

Oil pool surplus
The U.K. International Oil Insur-

ers pool reports a $12.8 million un-
derwriting surplus on last year's
operations, with net premium in-
come of $42 million.

Its largest claim last year was for
damage 20 a $7 million polyeth-
ylene plant.

The pool was established in 1975

by a group of U.K., Norwegian and
French companies to write high
risks on petrochemical plants and
other land-based oil installations.

It now includes 28 corporate mem-
bers plus some Lloyd's syndicates.

The pool plans to expand its risk
management facilities by
strengthening its team of engi-
neers.

Claims increase

Insurance claims for major

world shipping losses have passed
the $200 million mark this year, a
35% increase from the same period
last year.

f K

The figures cover settlements for

ships worth more than $1.2 million
and does not include small casual-

ties, according to Lloyd's. Ship-
ping losses total 477,000 tons.

Tankers comprise most of the
losses, but the casualties include a
$1 million fire on the U.S. High-
lander at Miami last January.

Ship losses
The U.K. Salvage Assn. is prob-

ing the losses of several roll-on,
roll-off cargo vessels, including the
Swedish ferry Zenobia.

The ship, built less than nine
months ago, capsized off the Cy-
prus coast with a full cargo of

loaded trailers, after developing a
list. The vessel was insured for $25

million, with coverage placed in
the Swedish market and heavily
Deinsured in London.

Similar vessels lost this year in-
clude the Tollan, the Mauritius II,
the Santa Ana and the Toyo Maru
16. Some of them sank after colli-

sions, but the Salvage Assn. is
probing cargo stability in the spe-
cialized vessels. •
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If you think your premiums
are paying for your competitors' losses,
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cheek with the leader.

f

Controlling insurance costs can go a long way toward improv-
ing the bottom-line results of your company. As the world'S
leading broker, Marsh & McLennan can help you develop the most
cost-effective method of administering your risk management
program.

We can identify the areas of coverage where your loss experi-
ence is better than the average for other companies in your industry
- and develop loss-sensitive programs based on your loss history



that give you credit for the quality of your operations and improve
your cash flow. So you don't pay for your competitors' poor loss
records.

Improving your loss record
High loss ratios not only ultimately increase insurance costs,

but interfere with your company's productivity as well. M&M Protee-
tion Consultants, our loss-control specialists, develop hazard-control
programs that are effective in reducing losses and which lead to
lower insurance premiums.

When a loss does occur, we can help you settle the claim
through the most advantageous claims management plan.

More ways to control costs
Marsh & McI£nnan can help you reduce your fixed premium

costs in other ways, too. For example, we can analyze your level of
risk retention and recommend appropriate deductibles or risk-
retention levels.

Altogether, Marsh & MeLennan has the people, organization,
experience and negotiating power in the insurance marketplace to
provide the most cost-effective coverage for all your company's assets.

-

For more information on controlling your f . +31) -I'l '. I

company's insurance costs, write for a copy of our booklet %=*--res
'Alternative Insurance Measures" to: Mr. Robert Clements, 1
President, Marsh & MeLennan, Incorporated,

, . 'h  I.*k....,.6

Dept.10 BI, P.O. Box 839, Radio City Station, New York, t Z J,¤856

NY 10101.

When it comes to insurance, come to the leader.

Marsh &
M5 en nan

*1980, Marsh & Mclennan, Incorporated



Jerry ieisel
doesnt let any

rass row under
is fee

Jerry Geisel is Washington Editor of Business Insurarce. He nas a way of
mowing down myths and getting to the truth. '2**111 , 1,&44
Take the now famous lawn mower story.

The one about the man who tried to use a lawn mower as a hedge clipper, 9- , ii/4, , 0
lost some fingers, sued the lawn mower manufacturer and was awarded a
huge sum of money by a jury.

Jerry investigated, and found the incident never hafpened.
His front page story in Business Insurance was read into the
Congressional Record and was reprinted in newspaoers around the l._
country. As a result, insurance trade associations crarged some of
their literature and, advertising claims by some insurers were modified
to provide more credible information about the troublesome tort situation.
Jerry has also given readers of Business Insurance tie first summary of
product liability and tort reform actions and proposals on a state by state f

basis. This chart has been widely reprinted and circulated.
Yet Jerry, like all of our editors and reporters, does not specialize. His
stories cover a wide spectrum of insurance, risk maiagemert and employe /
benefits and his incisive, in-depth reports have beer the suoject of J ..*.*

tdiscussion, earnest analysis and action by influential corporate and
government officials.

It is this kind of in-depth reporting that makes Business Insurance
the most widely used, and quoted authority in its fielc.
And because Business Insurance does so much for its readers,
it also does more for its advertisers.

It's where the insurance marketplace takes shape, weex
after week.

Shouldn't you be there?

business
insurance

a publication of Crain Communications Inc.

NEW YORK: 708 Third Ave., N.Y 10017. (212) 986-5050 •CHICAGO. 740 Rush S:., IL 60611. (312) 649-5275 • LOS ANGELES: 6404 Wilshire Blvd„ CA. 90048. (213) 651-3710
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Dealing with disability
Job offer

trims cost

of claims
By David R. Evert

 AM GOING TO talk of how you can
get me to do my job as disability

benefits manager better. By that I
mean the insurance industry cannot

solve the problem of disability; this can
only be done by the employer. The re-
habilitation division of the insurance

industry can, however, get us to recog-
nize and accept this responsibility and
motivate us into action.

The medical, insurance and rehabili-
tation professions have certain expec-
tations of one another and of business

and industry. By and large they are un-
fulfilled, essentially because of the lack
of communication. Without meaning-
ful interaction and dialogue, we are go-
ing to get nowhere.

How have we, the employers, tradi-
tionally reacted to disabled employes?
What have we, business and industry,
traditionally done?

When an employe is disabled, we
send him or her to the doctor and the

claim form off to the claims depart-
ment. We dust our hands and say,
"Now you guys fix this employe. But
I've got a business to run, so don't
bother me in the meantime. And by the
way, if you can't send him back unim-
paired, don't send him back at all be-
cause to me an employe is just like a
machine; if it's damaged I either fix it
or I get rid of it."

We have dumped the problem in the
laps of the rehabilitation people and
they've allowed us to get away with
that. Evidence of this is that they have
a great deal of resources committed to
rehabilitation, but don't own the jobs.
We own the jobs.

How did it become their responsibil-

ity to manage our employe back to
work? Because I was preoccupied. I
wasn't interested. The money wasn't
big enough. Now all of a sudden within
the last few years the money has be-
come big enough.

Now that rehabilitation people have
gotten my attention, how can they get

David R. Evert is managerofdisability
benefitsfor Control Data Corp. in Min-
neapolis. His remarks were made be-
fore a session ofthe Insurance Rehabii-
tation Study Group last May.

action? By personalizing the impact of
dollars.

At Control Data we do not directly al-
locate workers compensation cost
back to a division by the experience
that division has. A division may
produce more than $500 million a year
in sales while its direct workers com-

pensation loss experience is around
$300,000. Is that executive going to get
that excited over $300,000? I don't
know.

But I know how you can get him ex-
cited. Show him one workers compen-
sation case that is going to cost $50,000
in direct loss payments over the next
three years to retrain that employe.
Then show him statistics where the

safety management industry says it's
going to cost at least four times direct
costs and say, "Sir, now we are talking
about $250,000."

If employes are paid $10 an hour, we
are talking about 25,000 hours of pro-
ductivity, and I'll bet the financial
manager can tell you exactly how
many dollars of profit are made for one
hour of productivity. If this one case
costs $250,000, and 5% profit is made
from every dollar, then the first $5 mil-
lion of sales went down the tube for

--f .
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Disabled persons need more than rehabilitation; they need job offers.

Employers have dumped the
problem of long-term disability in
the laps of the rehabilitation
people, who have allowed them to
get away with it, says David Evert.

this one claim.

All of a sudden this exec starts get-

ting'excited. He says, "Wait a minute, I
don't quite understand that. All it is
costing is $200 a week."

Then you begin to explain to him
how much more expensive it is to have
an emp19ye at home than at work. He
has to replace that employe, he has to
process paperwork, he has to pay med-
ical bills, he has to pay an insurer, he
has to pay a lawyer. He has topay a lot
of bills he doesn't normally think
about.

A personnel manager and a general
manager of a division told me a woman
who was pregnant, whose doctor said
she couldn't lift more than 15 pounds,
was disabled because there was no job
in the plant that doesn't require lifting
more than 15 pounds.

Anecessary. You are going to payd I said,"Find a job or make one if

that employe for 10 months, get zero
productivity and you are going to hire
another employe. You are going to pay
that other full salary to get productiv-
ity. I don't understand your logic."
They modified a job and the woman is
working.

Business and personnel manage-
ment courses teach one fundamental

truth: As a manager, my responsibility
is to get optimum productivity from
the assets and resources put in my
care. Doesn't that include people?

My corporation and your company
spend millions of dollars every year
teaching managers how.to get that last
10% or 15% productivity out of the per-
son who is working every day. She is
working for me five days a week and I
am being trained how to get that last

10% But does the company spend time
or money to teach me to reach out and
bring back some of that 100% produc-

tivity potential that is staying at home?
I, as a manager, sit back and I say,

"Wait a minute, that's not my problem,
that's the insurer's problem. That's
what we pay premiums for."

Unless we get to the manager
through top executives by pointing out
what disability truly costs, we are treat-
ing symptoms, not problems.

In summary, insurance industry re-
habilitation can provide money and
some very good rehabilitative re-
sources to assist an employe through a
very difficult period. But the only way
to consistently fight workers compen-
sation losses is with a good-faith job of-
fer. As far as I am concerned, that is the
most effective way to end the long-
term disability case.

Rehabilitation people can do two
things: First, they can refuse to allow
us to drop our responsibility in their
laps with a day-by-day approach. They

 can be the financial resource. They can
be the claims department. They can be
the leaders in providing rehabilitation
services, but they can't provide the
jobs, and they have got to get me to ac-
cept that fact.

The second thing is straightforward
communication with the medical pro-
fession. In managing claims, I take a
self-serving attitude because I send an
employe to a doctor and say, "Tell me
what the condition of this employe is."
The doctor would write back, "Can't
bend, stand, stoop or sit," or worse yet,
"Indefinitely disabled."

I would conclude, "I'lljust keep pay-
ing." And then I said, "I did my job,
what else can I do?" •
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Controlling ris k
Lack of cost details keeps execs in dark

By Bernard M. Brown
(Third of a series)

660THER" RISK and insurance

management expenses com-
piled in the Cost of Risk Survey were:
risk control (loss-prevention) ex-
penses; risk and insurance manage-
ment department costs; costs for out-
side services, and the cost or profit of
an organization's captive insurance
company. In addition, useful informa-
tion on the size ofthe respondent's risk
management department was also ana-
lyzed.

The paucity of data collected on risk
control expenses implies that although
many people may think of themselves
as complete risk managers, a large pro-
portion don't even know what their or-
ganizations spend on risk control and
loss prevention.

For example, only 356 of 515 1978 re-
spondents reported any cost for pro-
grams for employe safety, property
conservation, environmental protec-
tion, security, emergency planning or
product safety. What's more, there was
a wide disparity in the amounts and de-
tails of costs reported by those who
submitted data. Since many indicated
they did not have direct responsibility
for such expenses, many answers were
"order of magnitude" figures.

This raises an important question:
Are risk managers really risk man-
agers, or are they primarily insurance
(risk financing) managers? Obviously,
the answer depends to a large extent
on the basic definition ofthe risk man-

agement function within a particular
organization.

However, it seems that unless a risk
manager knows what risk control ex-

Bernard M. Brown is a up and consult-
ant with Risk Planning Group in Dar-
ien, Conn., a risk management consult-
ing firm that published the Cost of Risk
Survev in conjunction with the Risk &
Insurance Management Society. Mr.
Brown is author of the study.

A

Only 356 of 515 respondents reported costs for programs for
security, product safety testing or employe safety.

penses are, it is very difficult indeed to
make optimum risk management deci-
sions. To point out the importance of
risk control expenses, it should be
noted that such expenses were 40.9% of
premium in 1978 or an average of $1.19
million per respondent.

"[)isk managers knew more about
Itheir departmental costs than risk
control expenditures. The average de-
partmental cost for salaries, overhead
and related expenses was $109,700 in
1978, up 12% from a year earlier. This
represents 3.08% of total property and
liability premiums.

The cost ofoutside services includes:
broker fees, if not included in pre-
miums; consulting fees, and miscella-
neous other costs. Such total costs are
not significant. In fact, only 232 0 f the
515 respondents reported any such
cost. An interesting conclusion is that
despite all the talk and controversy,
very few companies are adopting the
fee system o f broker compensation.

The income of captives is surpris-
ingly large for those organizations that
use them (43 of the 515 respondents re-
ported their captive insurer). Net in-
come per captive averaged $1.4 mil-
lion, which is considered a reduction in

the overall cost of risk for any particu·
lar organization.

If anything, the amount of depart-
mental cost appears to beunderstated.
An analysis of -certain survey re-
sponses indicated many respondents
only reported direct salary expense,
not overhead allowances.

The average risk management de-
partment size was 4.46 persons in 1978.
The largest department of any respon-
dent totaled 96 employes, which in-
cluded security guards in a large bank.
Obviously this respondent was a real
risk manager because he had direct re-
sponsibility for risk control activities.

organization influences the size ofcould be expected, the size of an

the department. For example, most or-
ganizations with $3 billion or more in
revenue had departments with 10 to 20
employes. Organizations with more
than $300 million in revenue had at
least one full-time employe.

The obvious conclusion is that risk

managers looking to manage more
people should work for larger organi-
zations. Also, many position evalua-
tion studies by personnel consultants
emphasize monetary awards and more
important titles (e.g., vp vs. director or
manager) based on the number o f peo-
ple reporting to a particular position.
Risk managers eager for more pay and
increased status should therefore seek

work with larger organizations. In
other words, build an empire.

.

The Cost Of Risk Survey includes data
for 1977 and 1978 submitted by 515
RIMS members, representing $471 bit-
lion in revenues and 5.7 million em-

ploves. The survey included 98 of the
Fortune 500 industrial companies.
Copies Of the complete survey are
available from Risk Planning Group
Inc., 722 Post Road, Darien, Conn.
06820.for $25 for RIMS members and
$50 for others.

risk management notes J

Tough stance can control drug pro ble m
By David Warren

ACCORDING TO the newspapers,
flthe dollar volume of marijuana
used in the U.S. is greater than that of
cigarettes. Obviously, there's hardly a
company that will not be affected one
way or another.

There are two problems:
• Impairment offaculties could lead

to worker accidents and compensation
claims.

• Liability suits could arise from in-
juries to third parties who contend the
company did not take adequate pre-
cautions to control the problem.

Prosecuting employes found using

Dauid Warren is a risk management
consultant in Orinda, Calif.

drugs is only a small part of the solu-
tion. Evidence is hard to obtain, em-
ployes do not like to testify against
their colleagues and the courts give
low priority to such cases.

Some possible steps that can be
taken to control the problem:

• Issue a corporate policy prohibit-
ing use of drugs on company premises
or business, clearly stating that of-
fenders will be fired.

• In situations or locations where
the results might be particularly acute,
such as on boats or aircraft, employes
should be clearly warned that they will
be fired if caught in possession of
drugs. To give the warning teeth, su-
pervisors might be subject to action if
their subordinates are found with
drugs.

Workers in these situations might
also be required to submit to search
and/or polygraph tests. Although these
are not legal without the worker's con-
sent, consent may be obtained by offer-
ing him or her a choice of being
searched or tested or being fired.

Care should be taken to observe any
employment contract that might pro-
hibit imposition of such conditions un-
less they have been agreed upon in the
bargaining session. If an employe is
working under such a contract, he
might sue for breach of contract if
there is no provision on this point.

Foreign values
Because of the erratic inflation rates

in many countries, it is a real problem

to know what values are really at risk.
Most reports of values are suspect and
usually understate amounts.

The Federal Accounting Standards
Board requires replacement cost re-
porting ofthe values of foreign subsid-
iaries. These values are not directly us-
able because they include under-
ground property, landscaping, land
values, fences and many other items
the risk manager would probably ex-
clude from his values.

Nevertheless, they can be a substan-
tial aid to the risk manager if he can get
copies ofthe worksheets used to calcu-
late the values. Figures taken from the
worksheets can be used to make for-
eign reporting more accurate.

Another guide to values is the use of
price level changes as a factor. •



1 growing pains K Small boats may lack
 9 enough fire protectionients in the

medium range Ilf* By DAVID SPERLING • 1 T

.
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are overinsured,Rviu&«11 NEW YORK-Owners of small I
commercial boats are vulnerable

'0"'ilk to large fire losses, a new study re- 4414(44084*tki:.4&64&20&6,$*442&t,-40%:B#** opeo.aI,Y MAI O1O4dparticularly at ports

lower levels. A
Less than 10% of fleet owners

surveyed said they went beyond
the U S Coast Guard fire protec- SLy:8181**33 .tion regulations, according to the

David Fortune study by the Fleet Data Service in
Houston A Coast Guard spokes* 1....../i....illili=d/L*-L-.44.') 79#40/.
man told Business Insurance that

quate "

those minimum standards were
By JILL KAPLAN "perhaps not completely ade-

The report was commissionedKANSAS CITY-Buggy whip manufacturers beware by Ansul Co, a Wisconsin-basedSelf-insurance probably is not for you manufacturer of fire protection
Small manufacturers of products with a limited or uncer- equipment It is uslng the survey

tam demand should think twice before self-insuring, says results to sell its equipment
David Fortune, a risk consultant

"Ifthe future o fyourandustry is on the decline, self-msur- Company officials say the find-
ance would not be recommended, said Mr. Fortune, owner ings bolster their contention that · Few small commercial boats install fire protection measures beyond
and principal consultant at Fortune & Co., the standard fire protection sys- those mandated by U.S. Coast Guard rules, a survey shows.

Small business owners should answer several key ques- tem-(02 and hand-portable ex-

tions before self-Insuring, Mr Fortune says An employer tinguishers-do not adequately protection specialist, agreed that , used, he said
protect the vessels against exten. deciding which fire protection sys-must not only consider his or her firm's future, but also. sive damage "When a fire breaks out on

must look at past experience. tem to use is a tradeoff between. board, the first human reaction is
In 1978, the last year covered in . cost and hardware for many boat to jump overboard and start swim-Mr. Fortune specializes in advising firms that don't have the study, an estimated $41 million owners

full-time risk managers, but have the same options as firms ming," he said "Few people wantwas lost through fires on 229 com- The more expensive Halon sys- to be heroes "
with larger risks His clients' gross annual sales range up to: mercial vessels tem recommended by Ansul was The Maritime Administration
$100 million Fire explosions caused an an- more effective than the standard was considering a proposal to re-

.

We almost always look at greater levels of self-assump- nual average of 20 deaths and 45 in- fire protection equipment used by quire safety training for U S flag
tion of risk, Mr. Fortune said "If anything, clients in the Juries over the 15 years covered in many boats, Mr Wahle said But it vessel crews, Mr Goudreau said
medium ·range are overinsured, particularly at the lower, the study does sometimes affect the human However, this would not cover
levels " The study contends boats con- nervous system when used in high most smaller boats, which are das-

tinue to risk these losses because concentration, he said sified as "nonmspected vessels "If you're the owner of a small to medium-sized business, advanced fire protection equip-
Mr. Fortune suggests you answer these questions before Safety training is at the individ-

ment, such as a Halon flooding sys-
self-insuring. The commercial vessels cov- ual discretion of fleet owners, said

tem, is considerably more expen- ered in the study include.tow- Mr Goudreau "Some companies• What are your#plans for expansion9 "Ifmassive expan- sive than the standard equipment boats, tugs, utility boats and large are extremely. good, but others
mon is proJected, you may not want to be so aggressive ina required by the Coast Guard workboats less than 300 feet long, don't do it at all"
self-assumption program," Mr Fortune said "Fleet operators say the systems and 1,000 pounds Crowley Maritime Corp, one

A firm considering self-insurance will need workmg capi- being installed are the minimum Many crew members are also not firm covered by the survey, re-
tal available to pay losses, he says "You may wish to recon- required by regulation, which fully trained in the proper use of quires crew members to attend a

leads one to assume that cost is a firefighting equipment, said Jack week-long fire safety seminar, saidsider, particularly if you're expanding or mergmg into a . maJor factor in deciding which Goudreau, Ansul's marine market- risk manager Charles Findlay Thenew area

• What kind of financial cushion will you have? The firm system to install," the report ' ing specialist This further aggra- San Francisco-based company op-
states vates a situation in which only the erates 426 vessels, most of whichthat turns a profit, yet is growmg so quickly that there is lit- Klaus Wahle, Coast Guard fire mimmum protection equipment is are harbor and river tugs .

tle working capital, should also hesitate to self-insure
• What kmd of growth has occurred9, Ifyou've·grown by

leaps and bounds, but plan a more steady pace, you may
want to adjust past loss in your analysis NAIC to redefine group life bill

• What kind of loss data do you show9 Data must be con-
sistent and should extend over several years "More likely, NEW YORK-The National ous groups, like credit card obsolete," said Angele Khacha-
you'd want to look at five to six or even 10 years to see the Assn ofInsurance Commissioners holders, from an actuarial stand- dour, NAIC task force chairwo-

is revising a 30-year-old model point, Mr Kelly said It expects to man She says she doesn't believegrowth and loss patterns," Mr Fortune advised group life insurance bill to define have a rough draft of the revision any state follows lt
• How effective is your safety/loss control program9 groups that qualify for coverage

4 4 ready by fall However, when NAIC at-Employers should not begin a self-assumption program fi- "We are drafting a new model
law defining group life and to what tempted a revision a few years ago,

guring they will spend a lot less money iftheyere not takmg The task force is "trying to see if the task force couldn't agree on a
steps to reduce losses at the same time;" he said extent or how many types of we are going far enough for the model bill

• What percentage of your insuranceipremium is repaid groups other than employer-em- public to get group life at lower Members of the task force are
in losses? "A firm with a loss ratio of 50% to 60% for work ploye are viable," said Thomas J costs," he said

Kelly, chief life actuary for the from California, Iowa, Maryland,
comp is unlikely to take on self-assumption of a risk," Mr Individual states disagree on the New Jersey, New York, South
Fortune said A loss ratio of less than 50% is often quoted New York State insurance depart- definition of a qualifying group for Carolina and Wisconsin

ment and member of the NAIC life insurance
when considering self-msuring, he said task force Model bills adopted by the NAIC

"The model that has been on the are made available to individual
The task force will examine vari- books is over 30 years old and is states for adaptation .

Reliance appoints Pollard chairman
PHILADELPHIA-William A

Pollard has become chairman of Belford Hogo-  Frenkel & Co
the board of Reliance Insurance comings & goings: industry boom appointed -4 in New York ,

Co here and will head the corpo- James L.

new Madison, F.'..i.4 Schellie named !rate strategies division formed in a corporate executive vp, will super- Commerce & Industry Insurance Wis, office of
restructuring of the company vise insurance operations on Mr Co ofCanada, a member of Ameri- R S Hammer- *,1 vp in the Chi-

Mr Pollard also retains his posi- P011ard's staff Mr Richter was for- can International Group Inc cago office of
schlag & Co of ,/:- E W Blanchtions of president and chiefexecu. merly a senior vp of the company Abraham Gutfruend named Milwaukee

tive officer of Reliance Other insurer changes: 'Co, a Minneap-
director of group underwriting for Joseph M.

The new corporate services Hugh F. McKenna elected presi- Mutual of New York
ohs-based rein-

Carrico named surance broker-group will be under the direction dent of Continental Life & Acci- Daniel Morgan named assistant operabons vp of Hogoboom age firm Schellte
of John W Folk, named deputy dent Co in Boise, Idaho vp of Pennsylvania Hospital Insur- Harris & Co, an Charles E.

chairman and chief administrative Larry K. Lance promoted to se- ance Co and the Pennsylvania Ca- insurance agency in Louisville Bryan elected assistant treasurerofficer of the Reliance board Mr niorvp of The Hartford Insurance · sualty Co Mr Carrico will be responsible for of the London Agency Inc , an At-Folk also has been appointed dep- Group, assuming responsibility internal operations of the agency lanta-based managing generaluty chairman of Reliance Finan- for the company's group insurance
cial Services Corp, the parent of business, David J. McDonald Broker changes Douglas J. Smith and James G. agency specializing in excess/

Evans named account executives surplus lines, Leonard G. Pease Jr.Reliance Insurance Co named vp and George W. Dreis- John P. Doyle named senior vp of Tolman & Wiker, a brokerage in elected assistant vpThe company's profit centers- bach III elected director of group of Robert J McDonald Inc, an Ventura, Calif Mr Evans will also L. Robert Quillen named mar-each with its own president-will sales
continue to report to Mr Pollard agency m Melville, NY, Thomas serve as director of admmistration keting and underwriting vp at

William Munson· elected presi- E. Kennelly named vp of the same Allen A. Bred named vp and Bayly, Martm & Fay's Philadel-Harry L Richter Jr, who becomes dent and Robert W. Hedges vp of firm manager of the marme division of phia office
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Work comp seminar
Congressman may seek federal control

By JILL KAPLAN

ORONO, Maine-The federal
government should take compen-
sation for occupational diseases
out of the hands of state workers

compensation agencies, says a
congressman.

Rep. Edward Beard, D-R.I., may
propose it in Congress next ses-
sion. The bill he is considering
would set minimum federal bene-
fit standards for workers who con-

tract occupational diseases and
create a panel of medical experts
to examine workers.

It also would make the employer
responsible for disproving an
employe's contention that he has a
disease.

"There must be an awareness of

the monster that's out there," Rep.
Beard said at a workers compensa-
tion symposium here. "A heavy
burden of proof now is on the per-
son who is injured."

Under the proposed bill, em-
ployers would be assessed by in-
dustry for contributions to a spe-
cial trust fund to compensate
workers with occupational dis-
eases.

Rep. Beard pushed for federal
minimum benefit standards in

Congress last session with a bill
(H.R. 5482) that failed to muster

support.
"We can sit and talk about what

this or that state needs to be doing,
but what does it mean if the dcc-

tors don't know enough about the
diseases?" he asked.

"Are the doctors guessing"' he
asked. "At the training programs
in the medical schools they tell me
occupational disease is a big
guess."

Rebuttable presumption of dis-
eases is a good idea until physi-
cians have more knowledge about
occupational diseases, Rep. Beard
suggested. Rebuttable presump-
tion means a doctor presunces a

worker suffers from the disease,
placing the burden of disproof on
the employer.

"There are so many diseases
medical people can't determine
that presumption is the key word,"
he said.

Sending a disabled worker to a
panel of four or five physicians
would be better than a visit to the

company doctor, Rep. Beard said.
"If you're a company doctor,

you'll represent the company
line," he said.

The congressman also called for
medical schools to place a gre ater
emphasis on teaching occupa-
tional disease and asked that phy-
sicians take refresher courses.
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"In the last 25 hearings I've at-
tended, I've learned more than
most doctors know about occupa-
tional diseases," he said.

Rep. Beard also is hoping to in-
clude in any new legislation the la-
beling bill (H.R. 6896) and the as-
bestos substitute bill CH.R. 6840)

he proposed in Congress last ses-
sion.

The bills would require employ-
ers to substitute other materials

for asbestos whenever possible
and would require employers to
tell workers about all dangerous
substances in the workplace.

"Let's see manufacturers put la-
bels on cans and tell employes the
dangers they're working with,"
Rep. Beard said.

"There should be a thrust by the
federal government, through the
agencies, to make sure workers are
aware c f the dangers in the en-
vironment."

Federal minimum standards are
needed because the states don't

seem to be moving toward reform
on their own, Rep. Beard said.

"I woild love it if every state
could bring up the standards by it-
self," he said. "The ideal thing
would be for benefit levels to be

the same in all states."

The Southern states need the
most reform, he said, with the

"There must be an awareness of the monster that's out there," Rep.
Edward Beard (IAR.1.) says of workers compensation.
Carolinas in the worst shape. certain: Business will vigorously

Trying to get such a reform effort oppose such a bill.
through Congress will be tough, "We're trying to avoid the big
Rep. Beard concedes, but he re- lobbying groups-the manufac-
mains optimistic. turing groups, chambers of com-

"It depends on labor and how merce and insurers, who are all
much it's willing to get behind the against us," Rep. Beard told the
effort," he said. The membership symposium.
o f the new Congress will also be a "Most of big business will be
factor. against anything that it thinks will

But he considers one thing as cost more money." a

Self-insured pools need
common ground: Lawyer

ORONO, Maine-Groups form-
ing self-insurance pools should
have more in common than cov-
ering their risks.

The question is not whether the
group is formed within an indus-
try, but whether there is a real as-
sociation behind the group, says
John Lewis, a Florida attorney.

He alsc told participants at a re-
cent workers compensation sym-
posium here that it is imperative
that all pool members be equally
responsible for liabilities.

When forming a group for self-
insurance, it is most important
that the association behind the

group be real and be responsible,
said Mr. Lewis.

"The association should provide
a function and exist for other pur-
poses besides the sponsoring of a
group self-insurance plan," he
said.
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"In the old days, group self-in-
surance funds were typically spon-
sored by a trade or organization
and the arrangement provided
some good benefits," said Mr.
Lewis, who was general counsel to
the 1972 National Commission on

State Workers Compensation
Laws.

"Since the group was homoge-
neous, it had well-directed safety
services," he said. "Members took
pride in the group. They had a rep-
utation to protect." Some states
have statutes permitting group
self-insurance funds only in an in-
dustry, he added.

"But if it can be shown that non-
industry groups work well-and it
can-then why should the funds
be restricted?" he asked.

Members ofthe association must

equally share the liabilities, Mr.

Lewis stressed. Members should

sign an indemnity agreement mak-
ing each jointly responsible.

When association members are
100%on the hook ifthings go sour,
they have a long-term interest in
seeing that benefits are paid prop-
erly, claims dealt with correctly
and bad experience held down.

"That's the heart of a fund," Mr.
Lewis said. "It gives members a
reason for being there and caring
about how things operate. There is
a different attitude when members
view it as their vehicle, as opposed
to paying a premium to a carrier."

He advises a group to wait sev-
eral years before paying dividends
to its members.

"If you can do well with group
self-insurance, you ought to be
able to wait a couple 6f years be-
fore you get money returned to
you," he said. .

Symposium background
ORONO, Maine-Casually clad in T-shirts and jeans,

some of the nation's leading experts in workers compensa-
tion gather here in the backwoods of Maine.

They come to participate in the National Symposium on
Workers Compensation, a think tank on workers compen-
sation.

The symposium, first held in 1977, provides a week ofin-
tensive studies where participants brainstorm the most
complex issues in the field. Intended to be a learning expe-
rience, the session lacks convention sidelights, is not adver-
tised and caters to the experts.

Employers, insurers, government representatives, or-
ganized labor, doctors, lawyers and educators are invited.

The session is organized by Robert B. Collyer, executive
assistant at UBA, a lobbying group in Washington, D.C.,
and by J. Howard Bunn Jr., vp at the National Assn. o f In-
dependent Insurers in Des Plaines, Ill.

Dr. Joseph Sataloff, who has been holding hearing loss
compensation sessions in Maine for more than 25 years,
provides the fmancial backing for the symposium. Support
services are provided by Dr. Sataloffs Hearing Conserva-
tion Noise Control Inc. in Philadelphia.

I



Oklahoma workers comp fund

1979 Income

$58,168,000
Earned Premium

$52,652,000

Investment Income
$5,516,000

Losses & Loss Reserves
$44,766,000

1979 Expenses
$57,897,000

Operating Costs
$2,245,000

Taxes

$886,000
Discounts & Dividends

$10,000,000

Competitive state fund
offers option: Official

ORONO, Maine-Competitive
state funds may not be the answer
20 all workers compensation prob-
lems, but one administrator says
they're a step in the right direction.

"I think the states ought to con-
sider competitive, but not exclu-
sive, state funds," said David Gil-
logly, commissioner of the Okla-
hema state insurance fund.
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SPECIALIZED PROTECTION

Ourkind of
specialization means a
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THE SPECIALISTS

"State funds will not necessarily
improve every system, but they do
offer some benefits," he said.

They provide a guaranteed mar-

ket, fairly good prices and a stan-
dard of comparison, he explained
at the workers compensation sym-
posium here.

But the funds also are political
animals considered by some to be
a government incursion into pri-
vacy, he added. The funds may not
always be financially sound and do
not offer employers coverage in
more than one state.

With the rapidly rising cost of
workers compensation premiums,
an increasing number of states are
seriously looking at state funds. Il-
linois, New York, Kentucky and
Minnesota are studying the option.

"We're (the state fund) a little bit
cheaper than the private carriers,"
said Mr. Gillogly. The state fund,
with 20% to 25%of the business, is
the largest workers compensation
insurer in Oklahoma.
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Because a state fund is a direct

writer, it pays no agent commis-
sions and almost always has signif-
icantly lower operating costs than
private companies, he said.

Operating costs for the Okla-
homa workers compensation fund
were about $2.25 million last year.

State funds also can be cheaper
because sonnestates do not pay
taxes on premiums. The funds re-
turn investment income to the pol-
icyholders, said Mr. Gillogly.

On an earned premium of
$52.6 million the Oklahoma state
fund reaped an investment income
of $5.5 million last year. About 4%
of the premium, or $2 million, was
returned to employers as divi-
dends.

In addition, employers in Okla-
homa could earn a 5% prompt pag-
ment discount and receive a stan-
dard premium discount.

Premiums up to $1,000 received
no premium discount, more than

Continued on page 22
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Use of lump sum
thwarts rehab,
researcher says

By JILL KAPLAN

ORONO, Maine- Lump-sum
payments are getting in the way of
the disabled worker on the road to
re-employment.

"Lump sums for permanent par-
tial disability are thwarting the ef-
fectiveness and efficiency of
workers compensation," said Ar-
thur Larson, director ofthe Rule of
Law ResearchCenter at Duke Uni-
versity.

"A more serious disincentive to

rehabilitation and re-employment
can hardly be imagined," he said at
a recent workers compensation
symposium here.

Many argue that it's best to
award the.worker one lump sum
and get on with rehabilitation, but
this has not been confirmed by
people in the rehabilitation busi-
ness, said Mr. Larson, author of
many workers compensation legal
texts.

It wrongly assumes lump sums
are paid immediately, he said.

In Oregon, the average time for a
lump-sum permanent partial pay-
ment is 24 months, he said. This
means the worker must remain

disabled for an average of two
years.

"Ifyou give a lump sum, you im-
mediately throw out all of the car-
rots and sticks in the system," Mr.
Larson said. "If the worker is on a
week-to-week benefit system, you
can tell him you'll cut off future
comp payments."

The stick for the employe is the
stopping of all benefits and the
carrot is the prospect ofthe best re-
employment, Mr. Larson said. But

the stick for the employer is man-
datory re-employment while the
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carrot is cutting off benefits.
For the employe, the appeal of

rehabilitation and re-employment
must be financial, Mr. Larson said.
The first step toward this goal is to
get rid of overlapping benefits.

"It's perfectly possible in most
states to draw unemployment and
work comp benefits at the same
time," he said.

A good example of the proper
shift in emphasis to -re-employ-
ment is a new workers compensa-
tion bill proposed by state Rep. Ja-
mes Chrest in Oregon, he said.

The Chrest bill would require
any employer of 10 or more per-
sons to reinstate an employe te his/
her prior·job if the employe is able
to perform it.

The actuarial firm Tillinghast,
Nelson & Warren in St. Louis is

analyzing the cost of the bill that
Rep. Chrest hopes to propose.

"Ifthe employe is not able to per-
form his original duties, he must
be offered another job whose pri-
mary duties he can perform," Mr.
Larson said. "If that fails, only
then is he offered rehabilitation."

He or she must return to work,
even if it is part-time, as soon as
possible. If a medical review panel
determines healing is taking too
long, the· employe can be ordered
to undergo rehabilitation. If he or
she refuses, all benefits could be
cutoff. •
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Brokers protest rule Ruling on defense costs
for surplus market hurts buyers, lawyer says

Continued Bum page 2 By RHONDA L. RUNDLE
• Requires IE/S brokers to maintain a $15,000 bond and $500,000 works now, he believes, buyers of drilling had weakened th,

small amounts of primary insur- Baldwin Hills Dam, which coof errors and omissions insurance, with deductibles of no more SAN FRANCISCO-The Call- ance are subsidizing legal costs of lapsed Dec 13, 1963than $5,000 and written by the admitted market only fornia supreme court ruling vall- giant corporations that purchase Signal's policy with Pacific Ir• Requires admitted insurers to maintain a five-year log ofrisks dating the industry custom of let- layers of excess coverage demnity had a limit of $25,000 pedeclined ting excess insurers off the hook Although not citing any exam- occurrence Harbor provided ex• Limits E/S brokers to using surplus lines insurers that annu- for defense costs can hurt policy- ples, the court recognized there cess insurance to $10 million
ally file premium volume statements with the insurance depart- holders, argues the losing attor- might be special instances in The Harbor policy, the cour
ment and, unless waived by the insurance department, have been ney. which an excess insurer might be noted, contained language specify
authorized to write such business for three years by ltS domicile. When damages from a single required to contribute to defend- ing that the excess policy was sub• Requires IE/S brokers to state whether they submitted the risk claim are likely to exhaust primary ing a policyholder suit. met to the sanne ternns as the prito Free Trade Zone insurers policy limits and the primary in- Justice Frank K. Richardson, mary "except as regards the obliRetail and surplus lines brokers oppose the proposed revisions surer alone has to pay defense who wrote the mglority decision, gation to investigate and defend '

"To make Regulation 41 tighter as a way to enhance acceptance costs, "insure(is are guaranteed of hinted that if a primary insurer In 1971 the lawsuit against Sigof the Free Trade Zone is a bad'approach," said Robert L. Sanford, a poor defense," says Richard Kay- goes about it properly, it may in- nal Cos was settled for $35,00(
president of Smyth, Sanford & Gerard and the Insurance Brokers alan, attorney for Pacific Indem- volve an excess insurer in a de- with Pacific Indemnity cont:ributAssn of New York State nity Co fense ing its policy limits and Harbor In"The department has enough regulatory authority in 41 now if "It' s common sense to suspect Signal was one of several 011 surance Co. providing the restthey were to use it properly," he said that in this situation, a carrier companies sued by the city of Los Pacific Indemnity sued HarboiTightening Regulation 41 will not bring more business to the might try to economize on defense Angeles and the city water depart- Insurance when Harbor refused tcFree Trade Zone and Insurance Exchange, said Walter S Groden, costs," said Mr Kayaian of Currer ment, alleging underground oil share the $95,000 defense tab ipresident of David C. White Agency and Lawrence Excess Co of & Kayaian of Los Angeles
Lynbrook This issue only arises in single

..im all for the Free Trade Zone and New York Insurance Ex- claim cases, he notes In multi-
change, but they don't have the expertise to take on a high-risk claim cases where settlements are
line," he said Mr Groden is president-elect of the state Excess & paid one-by-one, the excess cov- Execs bank on plans
Surplus Lines Brokers Assn erage clearly attaches when com-

The Free Trade Zone and exchange need the E/S brokers' exper- bined legal costs and damages ex-
tise to work, he said ceed primary policy limits. for repossessionsFuture tightening of rules governing nonadmitted insurers
could force some insurers to Join the Free Trade Zone, however, In the case before the supreme Continued from page 3
one surplus lines broker predicted He added he would recom- court, primary insurer Pacific In- If banks get involved m managing repossessed property, Mr.mend to his markets that they obtain Free Trade Zone licenses demnity was suing excess insurer

The relative ease with which business flows to the nonadmitted Dowgiewicz suggests purchasing individual liability policies to
Harbor Insurance Co for a contri- keep loss experiences separate.market is one deterrent to using the New York Insurance Ex- bution to defense costs ina case in-

change, says a report released July 22 by a state senate task force "Once you get involved in operating a business, you don't want
volving their policyholder Signal

(BI, July 28). It recommends enacting legislation to loosen restric- to screw up your bank's loss history because of one or two expo-Cos The court ruled 5-2 that Har- sures you don't have any control over," he said.tions on use ofthe exchange, ifthe exchange's governors ask for it bor didn't owe anything Edgar Armstrong, consultant for The Wyatt Co., agrees banksWith the exception of Maurice R Greenberg, chief executive offi- Insurers hail the decision as cru-

cer of American International Group, the board favors expanding should purchase separate liability pohcies. Banks also should buy
cial to preserving the most impor-

the business the exchange can write, one source said mortgage unparment policies for repossessed residential and
tant distinction between primary commercial property, which cover lapses in coverage, he says.
and excess insurance-the duty of Ifa bank chooses to lease repossessed property, Mr. Armstrongthe,primary insurer to furnish the

Bridge premiums to rise
advises risk managers to make sure the bank has adequate liability

policyholder's defense coverage and is held harmless. Contmgent liability insurance
"If the decision.had gone the would protect the bank if the lessor is named in a suit, he says

other way, we would have seen a
Continued hm page 2 Insurance forrepossessed property usually is not dificult to ob-of loss to National American for dramatic restructuring of insur- taln. In most cases, real estate is covered automatically under thevices Inc of West Palm Beach claims for damage to the bridge ance costs," said Paul Russo, vp-
Wright & Seaton of West Palm Underterms ofthe policy, the state claims for Fireman's Fund Insur- bank's master property and liability policy. Many risk managers,
Beach lS the current broker however, prefer to separate repossessed property from other bankhas until Aug 8, but Mr Scha- ance Cos Excess insurance is property because of different loss experience.

The Sunshine Skyway Bridge, fenacker said the insurer author. much less expensive than primary
which spans Tampa Bay, was ized an extension "If they couldn't keep up their payments, chances are they didn't

insurance, he said, partly because
struck by a freighter during a May take good care of thew property," says one risk manager.

State officials are still determin- defense costs for the excess in- Particularly vulnerable are large apartment complexes, half-9 thunderstorm A quarter-mile ing the cost of replacing the lost surer are so much lower completed condommiums and boarded-up shoppmg centers thatsection of the bridge fell into the section of the bridge, which was Signal Cos, for instance, pur- are accessible to the pubhc and subject to vandalism.water and 35 persons were killed insured for $59 million chased a $25,000 per occurrence
(BI, May 19) Marty Moran, who is withthe financial services division atMarsh

They are also pursuing a damage primary policy from Pacific In- & McLennan, said although insurers usually can insure all types ofNational American told Florida suit against the owners ofthe Sum- demnity at an annual premium o f repossessions, special types of property and equipment mightofficials several reinsurers mit Venture, the freighter that $106,000 durmg 1962-65, the period have to go to specialty markets Large aircraft and watercraft, fordropped off the risk following the struck the bridge. under scrutiny in the supreme example, would require special policies, he said.accident, said Michael Scha- One question to be resolved .s court case, Mr Russo noted Sig-
fenacker of the state transporta- whether admiralty law, which nalwasobviously buying legal ser- Banks hit hardest by mortgage and loan defaults are those that

finance smaller leasing operations and deal with higher-risk cli-tion department's administrative would limit the liability of the vices, he stressed ents.
services division Summit Venture's owners to the Mr. Kayaian counters that "Banks could see that we were drifting into a recession, so theyNational American officials value of the ship and its cargo, spreading the defense costs among started screening their clients a little more closely and didn't givecould not be reached for comment would applf in suits stemming primary and excess insurers

Florida has not submitted proof from the crash out as many loans," said Mr. Moran of M&M.
. would be fair The way the system

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS
State comp funds provide option

casualty reserves • major case • Conttnued from page 21 premium paid, Mr. Gillogly said fer an all-states endorsement for agreements with other funds," he
audit/review • program analysis $1,000 to $5,000 received a9 496 dis- A state workers compensation empjoyers operating in more than said It is sometimes possible to
• contract adjusting analysts • count, more than $5,000 to fund is good because it's a guaran- one state, Mr Gillogly said work out a deal between several
• self-insured • aggregate cov- $100,000 received a 14.7% discount, teed market, Mr. Gillogly said An "Some funds have reciprocal state fundsers • expenenced In Fortune 500 and premiums of more than employer who can't find aninsurerclaim programs $100,000 earned a 16 3% discount willing to cover his workers com-

John J. O'Connor About $8 millie)nwas returned to pensation risks can go to the fund
B.A.,LL.B., 1.1.A. policyholders in discounts last It also provides a yardstick for NOTICE OF TERMINATION

Consultant
11 Patrick Lane year Employers participating in measurlng private companies. OF AUTHORITY

Wilton, Connecticut 06897 the Oklahoma state fund next year "Are private rates good or bad?
NOTICE IS HEREBY GlVEN THAT GREAT ATLANTIC INSURANCE

Phone: (203) 762-9564 will receive a flat premium dis- Are insurers getting rich' Do they
COMPANY, A DELAWARE CORPORATION (THE "COMPANY"), HAScount of about 17%, regardless of pay claims fast or slowly9" Mr TERMINATED AND WITHDRAWN THE AUTHORITY OF EACH OF

Gillogly asked. "If you have a THE FOLLOWING, INDIVIDUALLY AND COLLECTIVELY, TO ACT AS
, fund, there is some system of com- AGENT OF THE 'COMPANY:

AUTO FIRE MARINE parison because the fund is a con- Frank Elger

SUBROGATION
trolled entity." Frank Elger and Company

But there are disadvantages to a Frank Elger and Company (Alpha) Limited
state fund, Mr. Gillogly pointed International Marine Underwriters Limited

BENNETT & BENNETT out It means more government. international Aviation Underwriters Limited
Attorneys ·Funds also are political ammals, ALL INSURANCE BROKERS, AGENTS AND OTHER THIRD PAR-the state fund commissioner saidServing over 150 insurance companies. We offer quick, efficient TIES ARE HEREBY PLACED ON NOTICE THAT THE COMPANY DIS-

computerized processing and adjustment of your subrogation
They may not be financially CLAIMS ANY AND ALL RESPONSIBILITY FOR ANY INSURANCE
sound. POLICIES OR BINDERS, AND ANY OTHER BUSINESS OF ANY KINDClaims. Current status reports-Reasonable contingent fees.

Send for FREE Brochure "You might have a fund re- WHATSOEVER, PURPORTEDLY TRANSACTED IN ITS NAME OR ON
Home Office: 769 Northf,eld Avenue spondmg to political needs more ATS BEHALF BY ANY OF THE ABOVE, OR ANY OF THEIR OFFICERS,

than would an insurance com- EMPLOYEES OR AGENTS, ON AND AFTER JUNE 11, 1980.
West Orange, New Jersey 07052 pany,"he said. Somefunds maybe GREAT ATLANTIC INSURANCE COMPANY

New Jersey New York Florida Pennsylvania forced to charge lower rates slm- BY: MILTON R. BIGHAM,(201) 325:0033 (212) 926-2824 (305)371-8234 (215) 563-2168 ply to show it can be done
CHAIRMAN AND PRESIDENT- But state funds usually can't of-



VI&M to place cover for Chinese insurer
MARSH & MeLENNAN Inter-

ational Inc. and the People's In-
urance Co. ofChina have signed a
:tter of understanding authoriz-
ng M&M to act as broker in plac-
ng insurance coverage for clients
1 China. M&M also will supply
echnical services to PICC.

Under the agreement, the first of
ts kind by any U.S. broker, M&M
iill negotiate the terms and condi-
ions of the coverage to be under-
vritten by PICC. The broker also
vill be authorized, on a case-by-
:ase basis, to prepare and issue
)inders of insurance for PICC.
PICC will pay renumeration,

ommissions or fees to M&M for
Iervices rendered.

.rop insurance
American Hail Insurance Co. has

inlo
• A newsletter entitled Pen

sions and Inflation is available
from Kwasha Lipton, consulting
actuaries and employe benefit ser
vices. For a free copy, write depart
ment M, Kwasha Lipton, 429 Syl
van Ave., Englewood Cliffs, N.J
07632.

. Critical Factors Affecting
Multinational Experience Rating
is a booklet from Swiss Interna

tional Services Inc. describing
multinational network pooling. It
is addressed to U.S. multinationals

interested in coordinating their
employe benefit programs. For a

free copy, write George G. Smyth,
Swiss International Services, 560

Sylvan Ave., Englewood Cliffs
N.J. 07632.

• Underwriters Salvage Co. de
seribes its graduated commis
sions scale in a new booklet. The
scale is designed to reduce com
missions cost on larger losses and
to provide customers with a fair

and equitable fee for services ren
dered. For a free copy, write mar
keting service, Underwriters Sal
vage Co., 1400 Busse Rd.,Elk
Grove Village, Ill. 60007.

• A new broker kit for Tender

Offer Defense Expense Insurance
has been developed by NAS Insur
ance Services. The kit contains a

brochure describing the new pol
icy and gives case examples, an ap
plication and a specimen policy
For a free kit, write NAS Insurance

Services, P.O. Box 54831, Los
Angeles, Calif. 90054.

• A brochure describing BCF

Halon 1211, a fire fighting agent
used in portable fire extinguishers,
is described in a new brochure

available from ICI Americas Inc.

For a free copy, write ICI Americas

Inc., Wilmington, Del. 19897.

• Exporting companies can pro-
tect their credit sales overseas

against loss from either commer

cial or political events with export
credit insurance offered by For
eign Credit Insurance Assn.
FCIA's free booklet, The Competi-
tive Edge, describes the available
programs and policies. For copies
write public affairs office, FCIA, 1
World Trade Center, Ninth floor,
New York, N.Y. 10048.

• Services designed to reduce
the cost o f workers compensation
general liability and fleet auto
claims are discussed in A Pow-

derkeg!, a free promotional bro
chure from Occupational Analysts
International. For copies of the
brochure, write Occupational Ana

tysts International, 222 Rookery
Building, 14 N. Howard, Spokane,
Wash. 99201. •

markets
been chartered in Minnesota to

write crop insurance.
The company, with an initial

capital and surplus of $700,000, is a
wholly owned subsidiary of the
Ormond Reinsurance Group of Or-
mond Beach, Fla. American Hail

will operate from Ormond's
Bloomington, Minn., office and
may expahd its writing in the fu-
ture as it becomes licensed in other

states.

Aid to agents
The Reliance Insurance Cos. is

the latest firm to step on the "save
the independent agent" band-
wagon.

Although he's not speaking in
specifics at present, new Reliance
chairman William A. Pollard says
his firm is looking at a variety of
ways it can help the independent
agent, both financially and with
products.

"These days, independent
agents are being hit from all sides,"
he said. "The public brokers, for
instance, have raised their market
share from less than 5% a short

time ago to about 25%now, and they
are picking up 1% or 2% a year.

"Reliance wants to find ways to
help these agents keep their mar-
ket share while still remaining en-
trepreneurs," he added. "It could
be through increasing our joint

ventures and financing with
agents, adding new products or
whatever.

"I think what we'll eventually do
is borrow a little from franchise
groups like ISU, insurance compa-
nies like Commercial Union (In-
surance Cos.) and CNA and add a
little bit of ourselves."

Mr. Pollard says he is still
tinkering with the program, and
might have plans formalized after
January 1981.

New offices

Worldsurance Inc., a surplus
and specialty lines broker has
opened a new office in St. Louis to
serve clients in Kansas, Missouri,
Illinois, Indiana and Kentucky.

Workmen's Compensation Ser-
vice Co. has expanded to the Chi-

cago area, with a new office at 55
W. 22nd St., Lombard, Ill. 60148.

Acquisitions
South Bay Insurance ·has

merged Bay Center Insurance
into its operations in Redondo
Beach, Calif. Bay Center's owners,
Donald G. Martin and James P.

Alexander, are now brokers with
South Bay Insurance.

Fireman's Fund will acquire
Southern Guaranty Insurance Co.

of Montgomery, Ala., for $19 mil-
lion in cash, the companies agreed.
The purchase price equals $31.66
for each outstanding share of
Southern Guaranty stock.

Fireman's Fund says it will oper-
ate Southern Guaranty as a re-

gional company under present
management. •
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Rich blooms at Flower Hallett leaves GM for Hall

BENJAMIN SCOTT RICH, 33, Thomas V Hallett, director of risk management at Gen-
has been promoted from risk man- eral Motors Corp. in Detroit, will Join broker Frank B. Hall
ager to director of corporate insur- comings & goings: buyers & Co. in September as a corporate vp and director of risk
ance and cash management at management.

Flower Industries Inc in Thomas- Technology in 1969 anc received a ignation, Mr Fromm will retain His duties in working with Hall executive vp John Mc-
ville, Ga In this new position, Mr master's degree in business ad- the duties of director of employe Caffrey will be operational and administrative. He willlook
Rich will retain risk management ministration from Georgia State benefits and risk managment, a at Hall's approach to risk management and help d&velop an
duties and also be responsible for University in 1973 He s also trea- position he teld since 1975 He educational program for field operations staffto help them
collection, concentration and m- surer of the Atlanta chapter of joined the company in 1970 as understand what risk managers are looking for in the insur-
vestment of corporate cash funds RIMS and an instructor in insur- director of financial services and ance marketplace, he said.
He Jomed the company's manage- ance for the American Manage- before that worked for the
ment training program in 1974, be- ment Assns Mr Hallett, 39, is moving out of corporate risk manage-

treasurer's office of Chrysler Corp
came marketing representative *** ment looking"for new challenges, a more diverse environ-

Mr Fromm, who reports to vp and
the following year and risk man- American Motors Corp in treasurer John P Tierney, has a ment and operational aspects," he said.

GM, which recently cut a nearly 60-person risk manage-ager in 1977 Mr Rich, who reports Southfield, Mich, has appointed bachelor's degree from Princeton
to C Martm Wood III, senior vp Joseph L. Fromm ass stant trea- University and a master's in bum- ment department by five as part of a 10% corporate cutback
and chief financial officer, grad- surer for employe benefits and risk ness administration from Harvard in salaried work force, hasn't named a replacement yet
uated from Georgia Institute of management With this added des- Business Schcol

classified advertising
RATES AND CLOSING TIME:

$3 50 per line, minimum charge $17.50 Cash with order Figure all cap lines cedzng publication date. Published every Monday Display classified takes card

(maximum-two) 26 letters and spaces per hne, upper and lower case 34 per hne Tate of $41.00 per column tnch, and card discounts on size andfrequency Mall ads
Add two lines for box number. Replies are forwarded daily. Closzng deadline to Barbara Tosheff, Business Insurance, classdied advertising dept, 740 N Rush
CoPV m written form in Chicago offece not later than noon, Monday, 7 days pre- St, Chicago, Illznots 60611 Call (312) 649-5340 for more Information No verbal

phone copy accepted

RISK MANAGER SALES--SUNNY SOUTH Consulting/Executive Search
ACCT. EXEC.-
NEW JERSEY Corporate Risk Managers

Medium size agency needs P/C To the Insurance Industry Safety and Communication City of Santa Ana, California (Sal- Due to expansion, national broke r Consultants
ary $2139-$2600/mo ) Bachelor's professional now Work present INSURE i
degree m public or business accounts and develop special

Paul E. Runkle needs a P/C professional to sell
& service accounts Superior com- Benefits Manager

administration, financial man market where we enjoy exclu pensation package We discreetly arrange the hiring of
agement or related field, and sive representation Salary/ L Associates, Inc. J S KEMPER AGENCY, INC. Insurance and consulting people na _| RESPONSE |
considerable progressively respon-

374 Milburn Ave tionwide Your professionalComm and great growth po Milburn, NJ 07041 objec- 
sible management experience in- tential First year not under One Chase Road ATTN John Surano tives, confidentiality, location pre I
cluding administrative responsi $24,000 and up from there Scarsdale, New York 10583 ferences, and salary advancement I with a
bility for the development of goals are important to us All fees I 1

Send resume or call (505) 924-industrial safety and/or risk man (914) 725-0773 paid by client companies Contact
agement programs Apply by Au-

1371

gust 15, 1980, Personnel Depart Sid Sanders, CPCU ACCOUNTING Richard C.
i BUSINESS 1

ment, City of Santa Ana, 20 CiVIC ALEXANDER & SANDERS INC.

Center Plaza, Santa Ana, CA P O Box 15526 Gay
92701, (714) 83+4154. Baton Rouge, La 70895 EXECUTIVE .=== 1155 Hammond Or 1 INSURANCE i

Suite 5250
. 4

Atlanta, GA 30328
Leading Long Island insurs. 404 396 7500 1 Classified Ad 
ance agency and reinsurance Insurance Personnel Resources

RISK MANAGEMENT .. intermediary (staff 45) seek-
Ing financial accounting ofn-

PERSONNEL CONSULTANTS cer including Senior General
Management responsibilities

Representing Select Corporations & Candidates Excellent opportunity Salary VICE PRESIDENT
• INSURANCE • SAFETY e EMPLOYEE BENEFITS and benefita tailored to the

individual CASUALTY INSURANCE MARKETING & SALES
Managers & Assistants Reply to

CORPORATE CAREER ENTRY CAPTIVE TECHNICIANS BROKERAGE/RISK MGT HAMOND & COMPANY A career opportunity with unlimited income potential for a
OPPORTUNITIES

highly professional Casualty Specialist with a working knowl-
Call Collect: (212) 599-2662 RISK MANAGER (Ohio)

2325 New Hyde Park Road edge of Self Funding and Capitve Insurance company alter-
Marty Hodes, ARM Meg Sloman Requires 5 years corporate RM exp Lake Success, N.Y. 11048 natives and at least 6 years experience with a mator broker- /

, Will have both RM and employee bene age firm responsible for Marketing Sales and Servicing

METRIC
large to Jumbo accounts

11 East 44th Street fits responsibilities Compensation in I
cludes base salary In range of upper  Reply In confidence toNew York, N.Y. 10017
ajtu Hboona =neexcefutoe'lart SENIOR UNDERWRITING Daniel A Kobeski, President

INTERNATIONAL IRM, INC.
details

COMMERCIAL SALES DIRECTOR SPECIALIST One Crossroads of Commerce
Rolling Meadows, IL 60008

Dynamic and continually growing
Solihern agency seeks individual with

PROPERTY & CASUALTY , (312) 392-4500

solid commercial sales/sales manage Orlando, Florida regional

CAREER OPPORTUNITIES
ment background Must have agency office has position avail-
sales management experience Com able for an individual with
fortable package m $50,000 bracket
Contact Jim Gilbert in Dallas for addl five + years experience Bi- FREE INFORMATION CLAIM SERVICE

FOR PROFESSIONAL tional information lingual Spanish/English a FOR PROPERTY CLAIMS ADJUSTERS
EXCESS AND SURPLUS must Orlando location In
Despite a rather soft E&S market we cluding Caribbean travel 1-800-225-8656

INSURANCE WOMEN
have several solid positions calling for Salary opena stable excess and surplus back We are a Professional Service, exclusive to the insurance indus-
ground with experience in marketing Send resume to· try We provide consultation and replacement in the following
and production Salary ranges are from Bot 354, BUSINESS INSURANCE categories Audio, Video, Cameras, and Televisions Our consult

AND MEN low $205 to $4OK plus Pomtions geo 740 Rush St., Chicago, 111. 60611 ation service will assist the adjuster with complete product
graphically scattered throughout the identification, specifically make, model age, availability, and
USA Please contact any of the above

h r current market value of all products m our spectalittes from
offices lor personal and confidential 1967 to date We have available over 163 major product lines,

With A Leader In The discussions . representing a total of approx 30.000 different models
ALASKA ACCOUNT EXECUTIVE Professional Positions INSURERS DISCOUNT SERVICES will replace lost or destroyed

Insurance Industry The only heat In Alaska comes from equip at freight prepaid wholesale pricing to qualified insurance
the continuing growth trend of this well Available companies and adjusting firms Through extensive cataloging.

Our rapidly expanding personal lines (auto and home-
established Arm who Is seeking to ex- RISK MANAGEMENT stocking, and procurement procedures, we can boast that 90%
pand their account exec staffingl They of all items are shipped out within 48 hours of confirmationo

owners) company has several exceptional positions are seeking a casualty onented ac ASST. Director of ins,
available now to handle our business needs in 15 Mid- count exec who will have considerable NYC 4OM INSURERS DISCOUNT SERVICES, INC.
west states involvement with construction ac ASST. RM, Northern NJ 3OM "EXCLUSIVE TO THE INSURANCE INDUSTRY "

counts Ideally some knowledge of the SAFETY L P. Director,
*Experienced Claims surety bonding aspects of insurance NYC 4OM
Supervisors will serve nicely In this position Com

lortable salary range from $40 000 SAFETY Managers,
*Claims Attorney 545 000 Contact Jim Gilbert In Dallas NYC/Conn 25M+ INSURANCE AND RISK ADMINISTRATOR
*Production/Underwriting EXECUTIVE E&S OFFICER CO/BKGE The Contra Cost# County Risk Management Authority is seeking a

Key executive position calling for solid
Representatives CEO, new reins co, must Risk Manager to administer a cost effective self insurance program

E&S casualty expertise plus solid man have 10 + yrs rems exp, for the 14 cities who have legally bonded together to pool insur=
agement skills Will be responsible for compensation pkg to 150M ance risks Currently the Authority self insures for Workmens'

As a leader, we can offer you excellent salaries, a com- bottom line profits Compensation Compensation. Liability, and Property The Administrator coordi-
prehensive benefits package including profit sharing, and FAC und VP, start up oper nates excess policies, claims management, actuarial services for dispackage negottable but existing sala for NY exchange tribution of costs and generation of revenues. and assets member
an opportunity for professional growth 75-10OMnes of $50000 will not cause concern

CAS A R's, bkge, NY, agencies in identification of risks. development of safety commit-
with this established and reputable ch- tees. loss prevention, audits. and safety consultant services

Send resume to our Corporate Headquarters ent Contact Jim Gilbert in Dallas im San Francisco, LA., Atlanta, A 4 year degree is required preferably in Public or Business

ECONOMY FIRE &
mediately Fla. 6OM- Administration and a Masters is preferred A minimum of 3 years
OIL AND GAS ACCOUNT EXECUTIVE CAS A.R, bkge, NY mar· experience in insurance or financial administration is required as

CASUALTY COMPANY
well as a working knowledge of the provisions of the insurance

(Colorado) keting retro specialist 60M code and the principles of insurance and risk management
Our chent a leading writer of oil and A.R. bkge, hull/cargo,

500 Economy Court Forward resume and salary history to
gas accounts seeks individual who will #1-2 spots 6OM

Freeport, IL 61032 assist in the servicing and marketing of CAS fac bkr, NY exchange Contra Costa County Risk Management Authority
City of Pleasant Hill

Ir call COLLECT: energy related accounts and who will 4OM+ Assistant to the City Manager

(815) 235-6210
have a keen eye for the development of PROP fac und, major 3300 North Main Street
new business Extremely negohable

An affirmative action/equal opportunity employer M/F k rems 35M Pleasant Hill, CA 94523
salary DOE Please call or wnte tq by September 1. 1980

Linda Mayer in Denver JOHN HUTTNER
(212) 732-3110 Salary is negotiable Excellent benefits provided, including car allowance

david j. bollinger assoc., inc The CCC Risk Management Authority is an
1 ., 150 Broadway, New York, NY 10038 v equal opportunity/ attirmative action employer



Prudential compromise McDonald's taps
averts insurer scramble Marsh & McLennan
:ontinued from page 1
)flabor Donald Elisberg told Bust- Continued from page l
iess Insurance. 'The potential dollar ker for the 1,300 licensees with over 3,000 stores

Another high-ranking govern- "We intend to keep the franchises," John McCaffrey, executive
ment official said he wouldn't be amounts are far in m vp of Hall, told BI "We've serviced them for 17 years. We've con-
surprised if more than $1 billion of tactedthe insureds and told them we will provide continuity of ser-
Prudential's $85 billion in annual excess of $180 million,' vice "

premiums is at stake M&M and McDonald's, however, intend to preserve the current
A company probably would says Donald Elisberg. program underwritten by American International Group The pro-

have to switch Insurers if Pruden- gram, with an annual premium volume in excess of $25 million,
tail covered employes who made pools corporate and licensee restaurant property, casualty and
products for a federal contract workers compensation risks and is self-rated
even if the employes also made "The franchises' strength as insurance consumers is in their will-
products for nongovernment cus- government group life insurance accurate and economical tool for ingness to get their commonality of risk recognized and the
tomers, Mr Elisberg said policy making a fair evaluation of the tailored coverage out of that," Robert Clements, president of

Employers still would be free to Mutual of Omaha now insures company's overall Job practices," M&M, told BI
purchase Prudential insurance for about 200,000 federal employes for Mr Elisberg said The current program was built by McDonald's and Hall When
nonfederal government business $200 million in premiums CNA in- the company named a new franchisee, Hall had its blessing to so-

However, it isn't clear whether sures about 115,000 federal em- Under the new agreement, the licit the insurance on the new store Mr. McCaffrey says 97% of the
companies would have to seek ployes for about $100 million in government must keep the re- franchises participate.
new reinsurers if Prudential rein- premiums leased information confidential, McDonald's appointment of M&M as its broker for corporate
sured a policy relating to business Other big providers of health in- Prudential said The Labor De- business seems to cut off Hall's access to the AIG program. AIG
with the federal government surance to federal employes are partment said it agreed not to alter couldn't comment because AIG Risk Management Inc president

The Labor Department ordered Blue Cross & Blue Shield plans, the tapes and will return the origi- Joseph Smetana was out of the country last week

the ban after Prudential refused to which Insure 18 million workers nals It said Prudential gave up its• Hall has inspected the stores, underwritten and issued the insur-
turn over records for an investiga- for premiums of $2 billion and demand for supervising the anal- ance policies for the individual franchises and handled claims
tion of possible race and sex dis- Aetna Life & Casualty Co, cov- ysis ofthe data by the government against McDonald's restaurants It acquired the McDonald's ac-
crimination in employment prac- ering 475,000 federal employes for "The order means that there is count almost 10 years ago when it bought Keeler & Associates
tices Prudential filed suit seeking premiums of $375 million no need for concern on the part of which had the McDonald's account.

a court order to prevent the with- The federal government had be- companies doing business with
holding of government contracts gun to map plans to find coverage Prudential," said Robert Winters, Transferring the business
The new temporary agreement with other insurers for federal em- executive vp of Prudential "We
was reached in federal court at the ployes insured with Prudential consented to the agreement be- The policies for more than 3,000 licensed stores are up for re-
hearing on the restraining order The Prudential-Labor Depart- cause lt protects our rights and our newal Oct 1, Mr McCaffrey said "The only way for M&M to write

ment dispute began last year when busmess from disruption while we them is one at a time It's one renewaldate, which will make it fun
However, most immediately af- the government began investigat- have our day in court " We know how to do it," he said

fected by the government order ing Prudential's employment All of Prudential's current gov- To take over the franchise business, M&M must secure an agent
would be Prudential's direct lousl- practices for race or sex discrimi- ernment contracts will remain in of record letter from each of the franchisees, Mr McCaffrey said
ness with the government nation effect, and lt W111 be eligible for "AIG then tells us we have 10 days to get a letter reversingthat," he

In addition to the $137 million The Labor Department did Pot new contracts, the insurer said expects.
for health insurance policies for charge Prudential with discrlini- Prudential says it has met most But ifthe AIG market is sealed, "I can come in with another mar-
some 200,000 federal employes, nation, but said Prudential's em- of ltS affirmative action goals. ket," Mr. McCaffrey said

Prudential also processes Medi- ployment computer tapes were Minorities comprise more than Hall could even enlist the services oflocal independent agents to
care and Medicaid claims in sev- needed for the investigation 27% of all persons hired for home keep the business, he said "We have the stores independently ra-
eral states and is one of300 compa- "It is our Judgment that these office positions and 17% for sales ted We can give an independent agent the renewal premium," Mr
nies reinsuring a Metropolitan tapes provide the most complete, positions McCaffrey said

So far the franchises have been held together by a low-cost pro-

Foam recall may be uninsured
gram whose rates arethe result of good spread ofrisk among nearly
identical risks Independent agents have been unable to quote
lower costs to the local franchises

"I'm sure a lot of good thinking went into the move," Mr McCaf-
Contjnued from page 3 cial insurers but are uncertain Jr, director of risk management frey said "Butwhy submit the program to a move and sacrifice this

The Department of Energy had whether claims that could result That firm lS self-msured for any penetration of stores in the softest insurance market that ever ex-
brands of the foam tested for urea- from the Massachusetts law would claims resulting from the pro- isted' Ninety-seven percent penetration is unheard of Why any-
formaldehyde content then, he be covered posed Massachusetts law one would switch brokers now I don't know

said This prompted the voluntary None would elaborate on their "We are out of the business," "The reasons I got weren't sufficient to make such a sacrifice of
refornn insurance, but Mr Keene said said William Egnor, president of an extremely efficient and successful program "

"Massachusetts is being very such coverage is available from Aerolite Foam in Florence, Ky Mr McCaffrey denies that McDonald's was Hall's largest ac-
premature Some individuals The Hartford Group, Fireman's "We stopped because of all the count "We put so much into service the profits were not very
Jumped without trying to under- Fund and The Home Insurance problems We had enormous legal high,"he said "Butwe werevery proud of it and very disappointed
stand the problem," Mr Chris- Co bills It became an unprofitable to lose it "

topher said "The Department of The Home said it writes some on business "
Energy found nothing wrong with a risk-by-risk basis, but The Hart- This firm also is totally self-in- Splintering presents problems
the product " ford said it did not write any sured

Ted Roth, secretary of Scientific Fireman's Fund said it didn't Earlier proposals in Massachu- McDonald's Corp had U S sales of $4 4 billion in 1979 compared
Applications, reiterated his faith in know if it had any such policies setts for this type of legislation with $575 million in 1970 The number of McDonald's stores has

the foam product "We feel if the failed. also exploded, to 5,747 worldwide in 1979 from 1,592 in 1970 In
product is property applied and all Although these manufacturers Other states considering restric- 1979, only 890 of those stores were overseas
chemicals are properly formed, will weather the bad publicity as- tions on this type of msulation are Hall has one division that services McDonald's stores with a toll-

there should be no health hazard," sociated with their product, others New Jqrsey, California, Arizona, free 800 number system

he said don't believe it' s worth the time or West Virginia, New Hampshire McDonald's also has its own in-house system equipped with an
However, all three men agree money and Ohio, said an economist at the 800 number, 15 operators and claims data plugged into Corporate

problems are likely unless the Borden Inc stopped manufac- U S Consumer Product Safety Systems Inc in Amarillo, Tex McDonald's has been processmg
product is installed only on side- turing urea-formaldehyde foam in- Commission in Washington D C. claims in-house for a year, according to Mr. Lane
walls sulation in 1978 "It was too much None, however, has recommended It will be December before it's known where the renewals

These three firms have product hassle and there was too much a ban against the foam like Massa- landed, Mr McCaffrey said "But it seems they won't move it all

liability insurance with commer- competition," said Robert Drake chusetts has. Some we won't write, some M&M won't write," Mr. McCaffrey pre-
dicted

Ohio files price-fixing lawsuit
"But now they are tearing apart the advantages of group rates "
Some McDonald's watchers speculate that the franchisees will

follow McDonald's Corp. to M&M because that's the pattern in the
purchase of other goods and services

Cont,nued from page 3 ness, Mr MeShane said it represents illegal cartel activity, A spokesman for the franchisees could not be reached for com-
plaints from consumers about ex- When competing companies, the prosecutor said ment.

cessively high hospital bills, Mr self-insurers and HMOs entered Blue Cross of Northeast Ohio McDonald's corporate risk management program could suffer if
McShane said the market, the hospitals banded would not comment on the suit the business is fragmented between underwriters, one expert told

The hospital association would together to unilaterally determine The changes in the Blue Cross BI It's best to have busmess risks of a distributor and sponsor-
not comment on the lawsuit until charges, stifling competition, he board stem from 1972 legislation such as McDonald's Corp: and its franchises-with one msurer so

officials are able to study the said. Blue Cross was usually gwen making doct6rs give up control, there is a consistent approach in the handling of claims filed

charges a rate discount because its board of Mr. McShane Said Provider dorm- against both, he explained.

Cleveland is second only to New directors was dominated by doc- nation of health care services has The international portion of McDonald's account was moved

York in having the highest hospi- tors, he said been dwindling in the state. In from Hall to M&M a few years ago The international risks are un-
tal costs in the nation, said Mr. Mc- However, the Blue Cross board 1979, Ohio's Blue Shield plan derwritten separately from domestic risks and insured by Insur-

Shane, refernng to a 1978 study by is no longer doctor-dominated It agreed to subscriber control as ance Co of North America

The Equitable Life Assurance So- has consumer representation and part of an antitrust suit settlement M&M, however, didn't win the McDonald's domestic account on

clety has begun cost-cutting efforts, los- (BI, April 16,1979) the strength of its service abroad. McDonald's searched for seven

From about 1935 until just sev- ing the discount it once enjoyed, Late last year, Ohio dentists months before deciding to change its domestic broker, BI learned

eral years ago, no competition ex- Mr MeShane said. agreed to surrender control of the "Frank B. Hall has a responsibility to service its clients," Mr. Mc-

isted among health insurers in The hospitals have acted to board of directors of Delta Dental Caffrey said of Hall's determination to keep the franchises. "Pro-

Ohio because Blue Cross of North- charge Blue Cross the same rates Plans of Ohio, the state's largest fessionally, we don't think the move is in the best interests of our

east Ohio was handling all of as other insurers, but authorities dental insurer, under an agree- clients "

Cleveland's health insurance bum- want the practice stopped because ment with the attorney general. •
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Lawsu it challenges work-comp law
Continued jtom page l 1980 eral counsel for the Florida Assn under the new law, he said "But Instead of only injuries mvolvm
and employment security Sixty-nine are wage-loss claim- of Insurance Agents it's designed to be that way in part lost time, every case must be r€

Under the Florida law, workers ants who have reached maximum "There are no impairment bene- to meet the problem of high pre- ported
injured on the Job after Aug 1, medical improvement, 292 are fits in recognition of the fact that miums" The number of cases reportec
1979, do not receive compensation wage-loss claimants who have re- the body's been damaged and the Other attorneys have attacked from August 1979 to this Jun,
beyond the time they are off work, turned to work but not yet reached lifestyle's been changed even the administration of the system, zoorned to 468,000 compared witl
unless they can prove their inJury maximum medical improvement though the worker doesn't lose saymg a large case backlog is why about 60,000 last year

has caused them to lose wages m and 213 represent permanent lm- any wages," he said early figures show the wage-loss An amendment to the law thi
their post-inJury work parment awards system has cut costs July slows the claims process, tooThat means injurE per se are "We thought the numbers would Testing the law They say claims are processed It allows the workers compensa
not compensated, except in three be substantially higher than thai too slowly because the workers tion division 20 days from the set
extreme cases Instead, workers We're pleasantly surprised," said Steven M Ortega, who lost an compensation office is flooded ting of a hearing to write an opin
with permanent partial disabilities deputy secretary o f labor Mr eye while working at the Jackson- with paperwork ion The original deadline was 1(
have to show they can't earn 85%of Babb ville plant of Owens-Corning Fi- "It's using horse and buggy days
what they did before they were in- Although officials do not know berglas Corp, lS sumg the com- methods," said Richard Sicking, a The mJor workers compensa
Jured how many workers are injured and pany and testing the constitu- plaintiffs attorney in Miami "If tion insurers in the state say it 1.

When these workers reach max- have not filed for wage-loss bene- tionality of the law on that point you want to really amuse yourself, still too early to tell how muct
imum medical improvement, they fits yet, they are confident the Although the impairment bene- go up to Tallahassee and see rooms money is being saved, but the>
are entitled to 95% of the differ- number w11 not approach last fits section ofthe new law provides where there's Just paper " also are optimistic about the wageence between 85% of pre-inlury year's 13,000 compensation for 80% loss of vi- "Suppose there are 5,000 claims loss plan, which included a 159;
wages and post-InJury wages "Most will be out of the system Sion, it does not state whether the for a hearing sitting m files some- rate reduction

and back to work makmg what loss of vision applies to two eyes where They may be accumulating "Every situation we've seen hasFewer claims they did before," he said The lawsuit asks the court for a somewhere I thmk they are " exceeded our expectations," said
New claims filed under the new definition of the provision and James Holland of The Travelers

Florida officials are ecstatic system the first year fell to 15,700 says that even if the remedy ap- Rough spots Insurance Cos in Hartford,
about the first-year savings under from 24,400, a 35% reduction, the plies to loss lit one eye, the result- Florida's second largest workers
this wage-loss plan Even though number of lump-sum settlements ing benefit payment under the "Before Aug 1, 1979, I could've compensation Insurer
the labor department numbers in- dropped to 11,356 from 15,461, a new law would not nearly be suffi- had a hearing set in 10 days," he "The pot of gold is no longer at
clude claims filed before the wage- 27%reduction, and payments to at- clent said "After Aug 1 the process the end of the rainbow," Mr Hol-
loss law went Into effect, officials torneys decreased to $17 6 million Loss ofone eye equals a 25%loss took months " land said "Rehabilitated workers
say figures show workers are stay- from $19 7 million, a reduction of of total vision Other Florida attorneys and are going back to work quickly
ing out of the compensation sys- 10% Loss of 25%oftotal vision equals state officials, defend the system and litigation has decreased "
tem and returning to work "Such a phenomenal downturn loss of 24% ofthe body as a whole, "It always takes months to get "We're very substantially less in-

"It's unbelievable," said Baxter lS o f great significance," said John explained one compensation attor- hearing dates," said wage-loss sup- volved with court cases and law-
Swing, director of the newly Lewis, an attorney in Coconut ney porter Mr Lewis "The administra- yers," said John W Purkis, vp at
formed workers compensation Grove, Fla, who campaigned for At $50 compensaton per per- tion has some rough spots, yet, but Liberty Mutual It lS the state's
division the wage-loss law centage point under the new law, that was anticipated " leading workers compensation in-

"Florida wage-loss is going to be "The decrease is certainly not Mr Ortega would get only $1,200 State officials say the load was surer with an estimated net pre-
Just like Coca-Cola," he said "It's due to anything but the new law,- This compares with $22,750 he overwhelming at first, but that the mium of $64 million
going to be the program of the fu- he said would have received in permanent problems are being solved "Workers are not doctor-shop-
ture I'm Just that confident in it " But the new law's impairment partial disability benefits The staffofthe workers compen- ping, they're recovering much

The new figures show a dramatic benefit provision has even some of Mr Ortega is back at the Job sation division already has in- more quickly," added Mr Holland
cut in the number of employes en- the bill's staunchest supporters earning the same pay as before his creased to 435 from 286, with the Insurers confirm that fewer
tering the workers compensation worried injury If the 80% loss of eyesight claims bureau up to 180 from 82 cases are being filed and that very
systenn Under the new law, impairment applies only to loss in both eyes, Mr Babb plans another 15% ex- few of these are wage-loss

Although there were 13,000 per- iS compensated in three extreme he will receive no compensation pansion Aetna, the state's third largest in-manent partial disability cases last cases amputation, loss of 80% of The language of the act iS SO "Paper flow is under control," he surer, has only had one wage-loss
year underthe old system, only 574 vision after correction or serious bad that lt'S open to the most di- added case, said Ted Bateman, an Aetnawage-loss and impairment claims head or facial disfigurement verse interpretation," said Steven The division was flooded with claims superintendent in Tampahave been filed under the new sys- "The bill is not very equitable," Slepin, a Tallahassee attorney paperwork when the reporting re- I m confident the system is
tem from Aug 1. 1979, to June 30, said backer Frederick B Karl, gen- The worker lS bound to suffer quirements for claims changed workmg," Mr Bateman said •

Insurers relax objections Lack of loss history
Continued from page 3 harm them "I'm getting letters by derwrite owners' product liability
if the groups were not properly the hundreds from smaller firms risks only and receive an insur-
capitalized who say they can't get affordable ance company charter in any state raises stop-loss cost

Furthermore, management product liability insurance cov- or foreign country would be per-
firms setting up risk retention erage," Sen Cannon said mitted to service members in all Continued from page 3
groups would have a self-interest The new Risk Retention Act states said it is a nationwide problem-alternative means of forecastingin the groups' success "Our repu- eliminates all direct federal in- The proposal limits these groups losses must be found.
tations as captive managers would volvement in pools for product lia- to underwriting product liability One way municipalities may get a rough estimate of losses is to
be damaged and we would lose bility risks (BI, July 7) An earlier and completed operations insur- convince Blue Cross & Blue Shield to at least release figures on the
business" if the groups failed, Mr proposal would have given federal ance for member-owners Policy- statewide plan, without breaking down the statistics for individualCheek said regulators a foot in the door, the holders must be owners ofthe pool members

Sen Cannon asked Mr Jordan insurance industry contended or members of the association Consultants at Frank B. Hall & Co have used this approach towhy so many businesses are for under the revised proposal, owning the pool help some of their clients self-insure, vp Steve Carter said.the Risk Retention Act if it could group-owned companies that un- The act would preempt state "What you can do is take the state as a whole, then figure out
capital and surplus requirements roughly what your percentage ofthose losses might be," Mr. Carter

OSHA investigates and the need for the groups to be said. "

You start by figuring what percentage of the total employes
licensed in each state or use a and dependents m the plan come from your municipality. Then
fronting insurer The bill antici- you can ad}ust your figures to show differences in health care costs
pates groups would secure char- in your area or how the makeup of your work-employe groupfifth plant accident ters in states with captive insurer differs from the plan as a whole
laws and foreign captive domi- "At least that gives us something to go on. If you don't at least
ciles have a feel for what your loss figures might be, there is no way youLUBBOCK, Tex -For the fifth homes, injurmg 35 people Several business trade groups are gomg to get stop-loss coverage "time in five years, Occupational One other complaint against the gave the revised measure strong And getting stop-loss coverage is the most crucial step in self-Health and Safety Administration company was dismissed, another backlng at the Commerce Com- insurmg, Mr Carter sald.

officials are scrutinizlng the cause investigation resulted in a minor mittee hearing The National Fed- The key is selling this compromise to the insurance company the
of an accident at a Phillips Petro- citation eration of Independent Business first year, he said "After that year, you have your own track record
leum plant in Borger, Tex The explosion July 21 occurred saluted the proposal "as a reason- and you are home free "

The latest investigation by as two employes in the chemical able and workable approach to lin- Municipalities that rely on estimates also have to gauge how the
OSHA follows an explosion July lab were filling a 5-gallon con- prove the current product liability census data in their areamightaffectannuallosses,Mr Carter said.
21 that seriously burned two em- tainer with ethylene oxide The dilemma " Muncipalities usually have a higher percentage of female and
ployes at Phillips' Philtex plant two were moved from an Amarillo The National Machine Tool young workers than private businesses, he said This may skew
The probe could result in a fourth hospital to a special burns hospital Builders Assn, a leading advocate, any estimate based on model self-insurance projections that justcitation and/or fine in Dallas One lost a leg and the contends insurance trade groups looks at the number of employes

In October 1979, two plant em- other a finger Both have burns opposed the measure because The municipality also must consider if there is a large prrvate
ployes were killed and 11 injured over 50% of their bodies "they simply don't want the com- employer in the area If there is, its employes might be covered
when hydrogen sulfide gas poured petition these groups would pro- under their spouses' benefit plan with the private employer Coor-
into a work area where there were Five or six other employes were vi(ie," said Jim Mack, public af- dination of benefits would reduce the municipality's costs
no respirators OSHA fined Phil- injured in a second explosion as fairs director Two of five recent municipal clients were ableto obtamstop-loss
lips $19,600 for willful safety viola- they tried to rescue the two men The Commerce Committee coverage even though they had to rely on these estimates, rather
bons Inspectors had found several should draft a model captive in- than hard figures from Blue Cross & Blue Shield, Mr Carter said.

Phillips is appealing the J udg- safety violations in the lab, an surer law for state adoption, urged Some othermunicipahties, such as Suffolk County in New York,ment It is also involved m a $1 5 OSHA spokesman said David Rowland, chairman of the base their loss projections on other self-insured government enti-
million suit filed by the survivors Phillips, largely self-insured in federal affairs committee of the In- ties similar in size and makeup
of one of the employes killed the US, places some coverage dependent Insurance Agents of Municipahties lookmg for stop-loss coverage find many under-Phillips also is appealing a with its Bermuda captive Walton America writers to take on this business. The soft insurance market and the
$1,000 flne for safety violations af- Insurance Ltd and its Texas work- No additional hearings or com- growing number of self-insurers have opened up the stop-loss mar-
ter a Jan 25 explosion knocked ers compensation through Texas mittee vote on the proposal have ket.
out windows m nearby company Employers Insurance Assn . been set yet
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' Bl Insurance Index

1 ] Brokers find earnings
15:

150 ..*-- ' get harder to achieve
14:

By STUART EMMRICH140
1 BI ticker

10: i 1 fARNINGS ARE GETrING progres-
JL sively harder to come by for the

130 country's top brokers "We are pleased that in this difficult eco- by five to six percentage points "
/ li Income and revenue gains are being re- nomic and industry environment, our busi- Employe benefits probably will be the

125  corded by the top five publicly held compa- nesses have shown continued growth," said fastest-growing business, with gains of 16%
 ji nies, which recently released six-month re- John Regan, chairman of M&M. to 17% m revenues likely, Mr. Wilson said

sults. But an analysis of the last three Figures resulting from M&M's recent ac- Many of his predictions for continued
2 2 44 4, * 4' 4444!>4' months shows a marked slowdown in quisition ofC.T Bowring & Co were not in- growth rest on the assumption that RBH

/ growth cluded in the six-month report, but will be a will continue to attract new business If that
This is dramatically apparent in the per- part ofthe earnings in M&M's report for the continues, revenues will increase from the

Forthe first time since late March, the Bl stock formance of Corroon & Black, which re- third quarter 10%gain Mr Wilson predicts for 1980 to 13%

index took a dip, declining by 0.65 points to corded a 23% drop m Income for the second Frank B Hall & Co reports revenues in- in 1981 and 18% in 1982
151.1 after reaching 151.7 July 22. The base of quarter of 1980 and only a 3% gain in reve- creased 10% to $71.9 million for the second
100 was at year-end 1978. Thirty-six of the nues quarter, while net mcome went up 6% to Aetna
stocks declined, 21 increased and 15 were un- Overall, the top brokers-Marsh & $79 million For the six months, revenues
changed. The biggest declines were by: Re. McLennan, Alexander & Alexander, Fred Jumped 13% to $142 5 million, while income Sharp dechnes in Aetna Life & Casualty's

public National Life, 15.8%; Penncorp, 8%; S James, Frank B Hall and Corroon & improved 10% to $16 1 million property/casualty underwriting business

American General, 7.6%; Aetna Life & Casu- Black-showed an 11% gain m revenues for In the last six months. Alexander & Alex- led to a 9% drop m the company's second-
any, 6.6%, and Connecticut General, 5.8%.Big- the second quarter and a 2% growth in in- ander Services Inc Increased its revenues quarter earnings and a 5% decline in the six-
gestincreases were by: First Colony Llle, 16%; come. That compares with an average gain by 11% to $208 8 million and its income by month results
Carolina Casualty, 12.296; Statesman Group, of 12% in revenues and 5% income for the 13%to $31 3 million. The second-quarter re- Operating earnings in the last three

996; Crown Life, 6.1%, and Integon Corp., 5.1%. first six months of the year. sults show a 10% gain in revenues to $103 5 months dropped to $137.9 million from the
The Index fell behind the major stock Indlca- Fred S James & Co led the pack with an million and an 11% increase in income to record $151 9 million a year ago, while earn-
tom. 18% gain to $95 4 million in revenues for the $14.8 million. ings for the first half ofthe year declined to

last six months and a 7% increase m income Corroon & Black not only had the most $260 7 million from 1979's $274.8 million.
to $11.2 million Forthe second quarter, rev- disappointing second quarter of any of the

.The second quarter was one of the most

enues Increased 19% to $48 7 million and in- large brokers, but its six-month figures also difficult for our business in several years,
come went up 5% to $5.7 million lagged considerably. said Aetna chairman John Filer .While

British Issues "Revenue growth continued strong for conditions have improved, it seems un-

1 Week both the first six months and the second
7/30 Price P/E Div. Yield High-Low quarter of 1980, primarily because of new

For the first half of the year, revenues in- likely that the remainder of 1980 can match
creased only 6% to $74 7 million, while the record earmngs of the last half of 1979 "

Companies pinci pence % ponce penco business production in our direct and rein- mcome dropped 15% to $9 3 million The disappointing figures were most ap-
Commt Union 150 75 1400 93 153-149 surance operations," said William Burch, Although Rollins Burdick Hunter Co , an- parent in the company's property/casualty
Eagle Star 234 78 1286 55 234-231

president of James other large broker, has not released its sec- division Despite a 10% gain in revenues to
Gent Accident 324 80 1714 5 3 324-314

Gdn Royal Exch 328 8 8 19 28 5 9 328-322
But Mr. Burch conceded that the soft in- ond-quarter results, one Industry analyst $21 billion in the first six months of the

Phoenix 260 72 1900 73 262-256 surance market will continue to hamper the predicts the company will be in good shape year, operating earnings were off 26% to
Royal 396 79 3071 7 8 395-389 company's ability to keep pace with past Leonard Wilson, an analyst with First $1067 million The second-quarter declme
Sun Alliance 720 93 4000 56 720--714 performances He does not expect insur- ManhattanCo., says RBH soon facesa slow- wasevenmore dramatic. a 40% drop to $38 8

ance rates to be firmer before the end of the er earnings period because of continuing mulion in earnings from the company's
Brokers year. rate competition. But he predicts the slow- commercial property/casualty lines,
CE Hlath 211 94 1380 65 212-205 Marsh & MeLennan Cos. also posted down will not be debilitating and that RBH Underwriting results in this division
Hogg Robinson 121 90 814 67 123-118
Alex Howdon 105 76 1000 95 104-101

fairly strong results for both the six-month will come out ofthe moderate slump with a showed a pretax loss of $40 5 million in the
JH Minlt 102 117 638 62 103- 97

and second-quarter periods. potential for renewed fast growth first six months of 1980, compared with an

Sedg Grp 125 105 7.14 57 127-122 For the first half of the year, revenues "Property and casualty commissions underwriting gain of $57.4 million a year
Smnhouse Hidg 88 81 646 73 90- 87 went up 14%to $304 6 million, while income should increase about 10% in 1980. includ- ago. The six-month combined ratio jumped
Stew Wrightson 225 90 1714 76 232-222 increased 12% to $50 6 million For the last ing contmgent commissions," Mr. Wilson to 103.5 % from 1979's 94 9%
Wims Faber ' 256 13 7 15 710 61 263-253 three months, revenues increased 14% to predicted "We estimate that declining pre- The company continued to show a profit,

Source· Kiteat & Aitken, London $148.9 million and income increased 10% to mium rates, only partly offset by rising in- albeit a declining profit, as operating earn-
$234 million surable values, will Impede revenue growth ings increased 10% to $35.3 million for the

last three months and 12% to $64.4 m illion
I Il for the year's first half.

Bl Industry Stock Report Fireman's Fund

JULY 29,1980 7/9/80 THRU 7/29/80 JULY 29,1980 7/9/80 THRU 7/29/80 Fireman's Fund Insurance Cos recorded

% Chg % Chg a 19% Increase in operatmg income for the
Price from 7/8 PE $ Div % Yld High Low Vol (000) Pnce from 7/8 PE $ Div % Yld High Low Vol (000)

insurance Cos
second quarter of 1980.

Aetna Life 6 Cas Co NYSE 34.87 -9.7 4.9 212 6.1 39 00 34.63 2,000.9 Safeco Corp OTC 37.63 -3.5 5.4 1.80 4.8 40.25* 37.63 331.3
Operating income increased to $55 mil-

American Bankers Ins Co Fla OTC 7.12 -50 4.8 0.48 6.7 7.63 L88 102 6 Sri Corp OK 23.00 9 5 4.2 1.00 4 3 23.25 21.00 82.7 lion from $46 million on an 8% revenue gain
American Pinl Corp Ohio OK 22.63 -2.7 3.7 0.50 2.2 23.25 22.63 49 2 Seibels Bruce Group Inc OTC 1787 5.9 70 0.80 4.5 18.00• 16.88 94.3

American Gen Ins Co NYSE 33.38 4.7 5.0 1.00 3.0 36.13 32.50 378.4 Statesman Group Inc OTC 6.00 11.6 4.7 015 2.5 6.00* 5.38 56.5 to $719 million For the first sm months of
American IrKity Finl Corp OIC 15.12 -5.5 4.6 1.12 7.4 15.75 15.13 38.0 Tokio Marine & Fire Ins Co OIC 130.50 -5.3 13.8 0.00 0.0 139.75 130 50 8.1 the year, operating income rose 18% to $101
American Intl Group Inc OTC 68.50 3.4 10.6 0.50 0.7 70.00* 67.00 412.3 Travelers Corp NYSE 39.63 -3.4 4 4 2.48 6.3 42.75 39.50 965.3 mjlion and revenues improved 9% to $1.4
American Natl Irs Co OK 15.25 0.8 5.8 0.62 4.1 15.25 14.63 286 0 Mited Fire 6 Caa Co OK 27 50 0.9 8.1 090 3.3 27.50 27.25 4.3 bilhon
American Sts Life Ins Co OK: 19.00 15.2 7.9 0.64 3 4 19.00 16.00 12 6 United States Fid 6 Gty Co NYSE 42.50 -1.4 5.0 2.80 6.6 43.75* 42.25 606.8

Aneco ffins Ltd OTC 4.88 -4.9 ****• 0.00 0 J 5.13 4.88 141.1 United Svcs Life Ins Co OK 16.00 -1.5 5 7 0.96 6.0 16.25 15.75 2071 "We are encouraged by the contmumg
Appalachian Natl Corp O'IC 2.00 0.0 5.7 0.05 2.5 2.00 2.00 03 Uslife Corp NYSE 2300 5.1 5.8 070 3.0 23.75 22.25 671.5 strength ofour property/liability underwrit-
Avernoo Corp AMEX 12.38 12.5 8 8 0.50 4.0 12.38 11.50 116.7 Washington Natl Corp NYSE 29.50 1.7 60 1.50 5 1 2988 28.13 752 ing results," said Myron Du Bain, chairman
Banks Iowa Inc OTC 24.50 4.3 47 1.32 5.4 24.50 23.50 32.3 Zenith Natl Ins Corp OTC 15.00 -48 8.5 0.50 33 15.75 15.00 54 4

Bitco Corp OTC 27.00 -1.8 4.1 1.68 6.2 27.50 27.00 9.9 -
and president."There has been some deteri-

Carolina Cas Ins Co OTC 800 18.5 47 0.32 4.0 813 6.75 8.0 DEURAN CeANIES AVERA(Z 69 3.8 oration m results for the property/liability
Central Natl Pinl Corp OK 9.25 12.1 38 0.50 5.4 9.25* 8.25 5.0 1mes because ofthe effects of inflation and a

Chubb Corp OTC 37.75 -5.9 5.0 2.40 6.4 39.63 37 63 422.7 Agents/Brokers
Coobined Intl Corp NYSE 19.75 -1.3 0.0 1.40 7.1 20.25 19.38 504.7

highly competitive marketplace However,
Connecticut Gen Ins Corp NYSE 38.00 -3.8 5.8 1.52 4.0 40.88 38 00 1,041 6 Alexaider 6 Alizarger Svcs Orc 33.00 -1.5 10 8 1.64 5.0 34.00 32.so 364.2 we feel confident that our strategy to main-
Continental Corp NYSE 2663 0.9 5.1 2.20 8 3 27.38 25.88 549 9 Baldwin & Lyons Inc 27.00 -1.8 50 080 3.0 27.25 27.00 8.5

Crawford & Co 0- 15.50 -3.1 13.1 0.54 3.5 16.00 15.00 43.4 Corroon 6 Black Corp NYSE 23.00 -21 9.3 1.72 7.5 24.25 22.63 137.8 tam price stability is working "
Cruip E H Cos Inc OTC 11.12 7.2 9 9 0.36 3.2 1163 10.50 64.8 The property/liability operations of the

Crown Life Ins Co OTC 73.50 13.1 53.3 2.40 3 3 73.SO* 65.00 32.6 Hall Frank B 6 00 Inc NYSE 27.25 5.3 8 9 1.44 5.3 27 75* 25.88 253.8

Crum 6 Firster NYSE 27.50 0.0 4.9 1.26 4 6 28.25 26.75 450.8
company, which showed a 20% increase in

Empliyers Cas Co Otc 32.00 1.6 5.2 1.20 3.8 32.00 31.25 15.5 Integrated Rea Inc AMEX 12.50 0.0 7.8 0.00 0.0 13.00 12 50 106.5 second-quarter income to $52 million, was
Erc Corp OIC 95.00 -1.0 10.6 1.40 1.5 96.50* 93.00 425.0 James Fred S & Co Inc NYSE 25.25 8.6 9.2 1.60 6.3 26.25* 23.00 275.6

Equifax Inc NYSE 22.88 4.6 7.9 2.40 10.5 23.50 22.00 18.1 Marsh & Mcleman Cos Inc NYSE 66 00 5.4 10.5 3.60 5.5 67.50.63 25 449.4 helped by a lower-than-usual number of
Penncorp Pincl Inc NYSE 8.62 -2.8 5.2 0.16 1.9 9.38* 8.63 869.2 natural catastrophe losses, Mr. Du Bain

Farmers Group Inc OTC 30.37 0.0 9.9 1.00 3.3 31.50* 29.88 344.1 Reed Stenhouse ros Ltd OTC 9.75 -2.5 7 5 0.48 4.9 10.25* 9.63 45 6

First Colony Life Ins Co OTC 32.50 14.0 12.0 0.76 2 3 33.00* 27.50 30.7 said

Foremost Corp Amr OTC 19.62 -1.3 7.5 0.60 3.1 19.88 19.63 34.9 Rollins Burdick Hunter Co OK 22.75 12.3 10.0 1.24 5.5 24.00* 20.25 57.2

General Reins Corp Del OIC 53.00 13.4 8.4 1.40 2.6 53.75* 47.00 631.9 -

Globe Life & Acc Ins Co OTC 34.SO 0.7 12.3 0.40 1.2 34.50* 34.25 42.1 AGENE/BROKEA AVERZ 8.6 49 Poe & Associates
Great west Life Assurn 00 OIC 160.00 6.7 7.9 8.00 5.0 160.00* 150.00 1.5

Hanover Ins Co OK 37.25 4 9 3.8 0 72 1.9 39.00 35 75 36 2 Conglomerates/Holding Cos The board of directors of Poe & Associ-
Hartford Steam Boiler Inaptn OTC 29.25 -2.5 6.1 2.20 7.5 30.00 29.00 26.0

Integon Corp
luSE 25.37 1 5 9.3 0.48 1.9 25.38 23.75 100.7 American #Press(Fireman's Fd) InisE 36.62 6 5 7.4 2.00 5.5 36.63• 34.00 1.525 9 ates voted a regularly quarterly Cash divi-

Jefferson Natl Life Ing Co OTC 47.50 9.2 14.1 0 64 1.3 50.00* 42.00 77.3 Anderson Clayton(Ranger/PanAm) NYSE 23.75 3.3 6 2 1.12 4.7 24.25 23.00 55.7

City Investing Co. (Home Ins.) NYSE 23.75 -9.1 4.9 1.50 6.3 26.38 23.63 4,235.7
dend of 18 cents per share for the quarter

Re!er Corp OTC 2775 -3.1 40 1.40 5.0 29.25 27.75 240.1 cm Finl Corp (aa) NYSE 1575 0.8 3.6 0.00 00 15.88 15.25 88.0 ended June 30

Lincoln Natl Oorp Ind NYSE 43.75 2.9 6.2 2.80 6.4 45.50 41.75 202.6 Control Data (Coml. Credit) NYSE 62.87 6.6 8.3 0.60 1 0 64.13* 59.50 1,454.6

Mgic Invt Corp NYSE 26.00 2.5 7.5 1.12 4.3 28.25• 25.75 1.094.8
The company announced record gross m-

Mission Ins Group Inc NYSE 35.00 -2 8 7.9 0 80 2.3 37.38* 34.00 90.1 na Torp (Ins. Co. of la) NYSE 35.50 3.3 5 2 2.20 6.2 36.75* 34.00 939.6 come of $7 17 million for the first half of
Nationwide Corp Ohio OTC 19.75 2 6 5.5 0.66 3.3 19.75* 19.25 4.1 m (Hartford Group) NYSE 29.63 3.5 8.3 2.40 8.1 30 13* 28.63 3,316.7

Reliance Group Inc NYSE 63.87 -7.1 2.6 3.00 4 7 69.38 63.88 127 0 1980. a 7 6% increase over $6.6 million in
Rn Corp OTC 43.25 2.4 9.9 2.00 4.6 43.88* 41.88 769.3 Sears Roebuck & Co. (Allstate) NYSE 18.38 5.0 8.1 1.36 7.4 18.38 17.00 3,040.0 1979.
Northwestern Natl Life Ins OTC 33.00 -0.8 6.6 1.25 3.8 34.25 33.00 119.0 S 6 H Co. (Bayly Martin & Fay) NYSE 16.38 17.0 6.8 1.00 6.1 16.75* 13 75 49.4

Ohio Caa Corp OIC 37.50 6.4 5.3 1.76 4.7 37.SO 35.00 304.7

Old Rep Intl Oorp OK 17.SO 13.8 4.1 0.92 5.3 17.50 14.88 361.0 Teledyne Inc (Argonaut) NUSE 154.50 13.2 6.7 10.00 6.5 154.50* 137.75 953 4

Pinehurst Corp OTC 6.25 -3.8 7.4 0.00 0.0 6.38 5.68 47.2 Transainerica Oorp (Occidental) NYSE 18.00 8.3 4.9 1.12 6.2 18 13 16.38 1,234.3
- -

USF&G
Preferred Risk Life Ins Co OTC 18.38 6.5 6.4 0.64 3.5 la.38 17.25 9.7 C[01€RATES/HOIDING 005. AVERA(Z 5.4 53

Provident Life 6 Acc Ins Co OK 44.00 -1.1 5.7 1.88 4.3 45.00 44.00 46.3
Income rose to $63 4 million from $59 9

Republic Natl Life Ins Co OK: 17.87 -21.4 10.2 0.70 3.9 22.13 17.88 1,412.8 million for the second quarter of 1980 due
Ryan Ins Group Inc OK 18.00 2.9 57 0.12 0.7 18.00• 17.50 16.5

St Paul Cos Inc OK 35.88 -1.4 4.8 2.00 5.6 36.38 35.25 487.7 System design Altman Information Systems largely to an increase In investment income,
said the United States Fidelity & Guaranty

Ilill---I--Il--I- CO.



How A&A views a growing company
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For an expanding business like a potato
chip manufacturer, Alexander & Alexander
experts look at operations through an
owner's eye. We study the insurance costs
of crispness and the effects of the money
crunch. Probe for risks in delivery routes
and avenues for new plant financing.

It's not the focus you usually get on
snacks. Unless, of course, you're one of the
food firms on A&A's client rosten

Personalized
risk management

But these inside vantage points give
A&A the best view of how to protect a busi-
ness built with an entrepreneur's dreams
and drive. It's the frame of reference that
enables us to assume the function of risk
manager for any medium-sized or small
business. We eyeball every pitfall, any
opportunity - protect against an owner's
personal liabilities; plan the funding of
workers' compensation, profit sharing,
pensions; deal with life insurance, acquisi-
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Potatochip quality control inspection at Jays Foods, Inc., in Chicago.

tions, OSHA requirements; and handle
claims as if they were our own.

Every industry is unigue. Each has
different needs. For insurance, for risk
management, for human resources man-
agement, for financial services. That's why
A&A works from a client's point of view.
Only by working as partners, solving busi-
ness problems together can we be sure a
company gets the most comprehensive,
cost-efficient programs possible.

We think our dedication to forming a
close alliance with our clients is a big reason
why A&A has become one of the biggest
and most trusted insurance brokers world-
wide. Each of our 120 offices here and
overseas offers the facilities, expertise and
strength to meet the needs of any company,
large or small, in any industry Because we
work the same way with every client. From
the client's point of view.

Alexander
exander

From the client's point of view.


