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Court upholds ERISA violation

against Continental Can
PHILADELPHIA-Continental Can

Co. violated the Employee Retirement

Income Security Act of 1974 by devel-
oping a plan to lay off workers before
they became entitled to special pension

ruled.

benefits, a federal appeals court has

The 3rd U.S. Circuit Court of Appeals
in Philadelphia affirmed a 1989 lower

court ruling that Norwalk, Conn.-based
Continental Can developed a plan to

Crain Communtations Inc. All rights reserved

identify and dismiss workers before they

Continued on nezt page

Allilanz to buy Fireman's Fund

By JUDY GREENWALD

NOVATO, Calif. The proposed
$1.1 billion acquisition of Fire-
man's Fund Insurance Co. by West
German insurer Allianz A.G. Hold-
ing is expected to satisfy both in-
surers’ international ambitions.

The deal between Fund Ameri-
can Cos. Inc., Fireman's Fund's
parent company, and Allianz, Eu-
rope's largest insurance holding
company with $20.1 billion in
gross 1989 premiums, also may
trigger additional acquisitions of

Invasion pushes rates up
2-49 Iran

Cover limited
for Gulf risks

German insurer widens U.S. base

U.S. insurers by European buyers.

Under terms of the complex
agreement announced Thursday,
the Munich-based insurer will pay
Fund American $3.3 billion in cash
for Fireman's Fund Insurance Co.,
which reported $3.4 billion in gross
written premiums in 1989 and $2.8
billion in net premiums.

Fund American then will pay

$2.2 billion in cash to Allianz to

cern about
riskl= irm
neighboring

Middle East-

ern states.

Iraq

Some un-

derwriters

repurchase Fireman's Fund's com-
mon st:)ck portfolio, including its
23.6% interest in financial guaran-
tee insurer MBIA Inc., as well as
Fireman's Fund Mortgage Corp.
and other long-term investments.
Fund American also will repur-
chase 300,000 shares of convertible
preferred stock riow owned by
IFINT, the investment arm of Fiat
Motor Corp., for $434 million in

cash plus unpaid dividends.

The acquisition of Fireman's
Fund, which is subject to share-
holder and regulatory approval, is
expected to be completed by early
next year. After it is completed,
Fund American is considering ei-
ther a self-tender offer, through
which it would buy back its own
shares, or a distribution to stock-
holders of more than $800 million.

The book value of Fund Ameri-
can's common stock following the
sale but before any distribution is
expected to be more than $60 per
share.

Fund American common stock

closed Thursday at $49.75 per
share, up $11.63 from the previous
day's close.

Fund American also is devel-
oping plans to liquidate its re-
maining assets over the next three
to five years.

"We have a lot of work to do

Continued on page 30

Tanker, barges
are covered

for oil spilled

In Texas bay
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By CAROLYN ALDRED
and STACY SHAPIRO

LONDON-UNderwriters in London,
reacting quickly to Iraq's invasion last
week of Kuwait, are curtailing coverage
and hiking premiums for marine, trading
and industrial risks throughout the Persian
Gulf.

Within a day of Wednesday's invasion,
Lloyd's marine underwriters announced
the first additional hull war risk premiums
for Persian Gulf shipping since the end of
the Iran/lraq war last year.

Lloyd's and London company un-
derwriters also lifted their minimum cargo
tariff rate and announced that un-
derwriters could charge what they wanted.

This action, known as "held cover,”
means underwriters as a group are not
prepared to set advisory minimum rates.

AnNnd, political risk and credit insurance
underwriters in London last week stopped
accepting new business involving Iraq. or
Kuwait while also expressing extreme con-

temporarily
suspended
underwriting

of all political
risks in the
> =
Persian Gulf
area.
Under—
writers fear
o liticaal risk<.

marine hull
Source: News reports

and cargo
= ris k

losses from the invasion. But late last week

they could not estimate what level of
claims might result from Iraq's latest hos-
tile move.

The eight-year Iran-lraq war cost marine
underwriters about $1 billion, said Chris
Rome, a Lloyd's marine underwriter and
former chairman of Lloyd's Underwriters
Assn.

Conflicts like Iraq's invasion of Kuwait

are "potentially very expensive," he
added.
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The United States and the United King-

dom last week announced a freeze on all
Kuwaiti assets and the United States
banned almost all trading with Iraq. In re-

spons€,lraq suspended all debt payments
to the United States.

Kuwait's largest foreign investments-
totaling more than $60 billion-are man-
aged by Londcn-based Kuwait Investment
Office, which is ultimately controlled by
Kuwait's Ministry of Finance.

Continued on page 31

By JOANNE WOJCIK

GALVESTON, Texas-The owner of two
barges that spilled about 500,000 gallons of
heavy crude oil into Galveston Bay after
colliding with a tanker has at least $500 mil-
lion of pollution liability coverage to pay
cleanup and liability claims.

The owner of the tanker also has $500 mil-
lion in coverage to respond to cleanup and
liability claims.

U.S. marshals last week seized the tanker
in response to an order from the U.S. District
Court in Houston where Apex Towing Co.,
owner of the barges and tugboat, filed suit
against owners of the tanker, charging them
with fault.

Apex alleged in a statement that the tanker
"crossed over the red buoy line and struck
two of our barges, sinking one and damaging
the other. The Galveston community was
victimized by the resultant oil spili, and we
were victimized by the damage to our equip-
ment and to our company's reputation.”

Continued on page 29

Self.insurers can Iimit AIDS benefits: Court

By JERRY GEISEL

HOUSTON-AN employer that
self-funds its health care plan can
limit benefits for employees with
AIDS, a federal court in Texas has
ruled.

However, it is unclear whether
the Texas decision will prompt
more self-insured employers to cut
health care coverage for AIDS.

And, a newly signed federal law

IBM mental health network

to cover 700,000 individuals

-the Americans with Disabilities
Act-could make it more difficult
in-the future for ernployers to cap
health care coverage for acquired
immune deficiency syndrome.

In what is believed to be the first
ruling on the issue, U.S. District
Court Judge Norman Black in
Houston wrote there is nothing in
the Employee Retirement Income
Security Act of 1974 that requires
self-funded employers to provide

Page 2

equitable health care benefits fir
employees diagnosed with AIDS.
"ERISA does not mandate that
employers provide any particular
benefits and does not itself pro-
scribe discrimination in the provi-
sion of employee benefits,"” Judge
Black wrote in his June 26 ruling.
The Texas case involves a law-
suit filed by John MeGann, an em-
ployee of H&H Music Co., a Hous-
ton distributor of musical

21 employers recognized

for benefits communications

Page 3

equipment with about 150 employ-
Mr. MeGann joined H&H Music
Co. in 1982. In December 1987, he
was diagnosed as having AIDS and
told the company of his diagnosis.
In July 1988, H&H made several
changes in its health insurance
plan. Under the new program, life-
time AIDS benefits were capped at
$5,000 compared with a previous
$1 million limit-the same limit

that applied to other medical con-
ditions. The company also elimin-
ated benefits for chemical depen-
dency.

At the same time, H&H changed
from an insured health care plan to
a self-funded plan with stop-loss
coverage and administrative ser-
vices provided by General Ameri-
can Life Insurance Co. of St.

Louis.

Continued on page 27

NAIC responds to criticisms
by House subcommittee
Page 2
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Court upholds ERISA violation

Continued from prevtous page
became eligible for benefits (Bl, May 15, 1989)

However, the plaintiffs still have to prove at trial that the Continental
Can plan was implemented at their specific plants and led to their
layoffs, the appeals court ruled

A Continental Can attorney said the overwhelming majority of
the claimants would have been laid off anyway and only a small
pei centage were near meeting pension vesting requirements

"We believe the evidence will show that most, if not all, of the
claimants would have been laid off anyway without the 'liability
avoidance plan; " said Edwin C Thomas, with Bell, Boyd & Lloyd
in Chicago

However, he said "It is an important decision because it means
that companies may be operating at risk if they consider the cost of
benefits in making management decisions of this nature "

National Union settles suit

LOS ANGELES-National Union Fire Insurance Co of Pittsburgh,
Pa, will pay $124 million to Jordache Enterprises Inc and its founders
to settle bad-faith litigation claiming the insurer wrongfully denied a
defense in an undeilying suit by a rival company

The settlement will partly cover the more than $20 million Jor-
dache has spent defending a 1984 Suit m which Guess? Inc charged
Jordache and its founders-Avi, Ralph and Joe Nakash-with pirating
its jeans designs

In a February 1988 suit, Jordache and the Nakash brothers claimed
the insuier should have provided them a defense under an umbrella
liability policy, said Jordache attorney Bill Conkle, a partner with Con-
kle & Olesten in Los Angeles They also charged National Union with
bieach of contract foi "ignoring claims" foi defense expenses

The settlement came five days after a Los Angeles Superioi Court
judge ordered the case to trial after finding that National Union
had a "duty to defend" Jordache under the umbrella policy Judge
Robeit H O'Bilen found that Jordache gave late notice of its claims But
he also ruled the insurer would have to prove at tnal that the late notice
caused it "substantial prejudice "

The judge i uled that "if substantial prejudice is not established,
judgment for plaintiff will be entered on the breach of contract
cause of action the issues of bad faith will be tried and the
jury will also decide damages "

Mi Conkle said the suit against Jordache and the Nakash broth-
ers was settled m May Terms were not disclosed

National Union attorney William Read of Lynberg & Watkins in
Los Angeles described the settlement as "very favorable "

Asbestos claims against U.S.

WASHINGTON-The U S Court of Appeals for the Federal Cir-
cult i uled last week that a lower court improperly dismissed a
lawsuit by three former asbestos manufacturers claiming the U S
govei nment should be held liable for many asbestos injuries

The procedural 1 uling involved interpretation of a statute gov-
erning the Jurisdiction of the U S Claims Court

The companies-UNR Industries Inc, Eagle-Picher Industries
Inc and Keene Corp -will now argue in U S Claims Court that the
government should have to pay for the asbestos injuries for hun-
dreds of Navy yard workers

To date, manufacturers have failed in their decade-long attempt
to force the government to pay for most asbestos injuries Manufac-
turei s claim the government required shipyards to use asbestos
even aftei its dangers were known

NTSB spreads blame for spill

WASHINGTON-Responsibility for the Exxon Valdez oil spill should
be shared by Exxon Shipping Co, the ship's captain and third mate, the
U S Coast Guard, and local and state shipping authorities, says the
National Ti ansportation Safety Board

In a report issued last week, the federal agency concluded unani-
mously that the third mate, who was navigating when the ship ran
aground on reefs off Alaska, was "fatigued" from overwork and un-
aware of the location of the reefs

The ship's captain was "impaired by alcohol during the critical
period" near the reefs, the NTSB said

Exxon's crew was not well-rested and, according to the agency,
the company's reduced manning policies did not adequately con-
sider the increased workload or fatigue it could cause

The NTSB also criticized the Coast Guard for being "unduly narrow
in its perspective"” when evaluating the manning request for the Exxon
Valdez Officials assumed that the ship's automatic equipment made
crew reductions feasible at sea, but did not consider the heavier work-
load while in pott, the agency said

And state and local officials that handled traffic in Prince Wil-
ham Sound were not monitoring tankers closely enough, because of
inadequate equipment, poor staffing levels and training and "defi-
cient management oversight," the NTSB said

The report also said that if the Exxon VValdez had had a double
hull, the "spill would have been small, and possibly elimmated"

More than 240,000 barrels of crude oil spilled into Pnnce William
Sound in March 1989 when the ship hit a reef after leaving the
poi t of Valdez with its newly loaded cargo (BIl, April 3,1989)

INncrease in uninsured workers

WASHINGTON-Workers and their dependents constituted a pro-
portionately greater share of Americans under age 65 without health
insurance in 1988 than they had two years earlier, a new report shows

Although the total number of uninsured non-elderly Americans
declined to 33 3 million m 1988 from 37 mdlion in 1986, the number
of uninsured working adults did not change "significantly," according
to the Employee Benefit Research Institute, a Washington-based think

tank

Continued on page 30

IBM forming network
for mental health care

term care insurance by employees, years, he said

their spouses and their parents However, IBM's costs for psy-
IBM wants to offer "benefit chiatric and substance abuse treat-

By MICHAEL SCHACHNER

PURCHASE, N Y -Interna-
tional Business Machines Corp ex- plans that meet the needs of em- ment have been increasing 20% an-
pects to control soaring mental ployees and are effective in terms nually since the mid-1980s,
health care costs by setting up the of cost,"” explained William R according to a two-year study by
largest managed mental health Matson, IBM's manager-health and IBM and TPF&C, the benefits con-
care netri ork in the nation wel fare programs in Purchase, sulting unit of Towers, Perrin, For-

IBM is so confident of the net- N Y ster & Crosby Inc of New York
Referring to the managed mental that helped IBM modify its benefit
offering vastly improved mental health care network, he said "We program
In addition, several employee

U S employees, retirees and de- finding appropriate care and at the surveys conducted last year le-
pendents eligible for care from net- same time limit unintentional vealed that IBM workers often ex-

work's cost effectiveness that It IS

health care penefits to its 700,000 are hoping to aid employees in

work providers waste " perienced difficulty in locating ap-
Benefit consultants are applaud- IBM, which self-insures its com- propriate providers and facilities,
ing the generosity of IBM's plan, prehensive health care plan, spent Mr Matson said
To combat cost and access prob-
it will influence other employers to on health care, including mental lems, IBM hired American Psych-
set up similar networks health care, Mr Matson said Management Inc, a unit of Arling-
Among other benefit improve- IBM's overall health care costs ton, Va -based Value Health Inc,
ments, IBM also soon will offer to have been rising by approximately to establish a nationwide network
subsidize the purchase of long- 11% annually for the past several

and at least one consultant expects about $3,400 per employee in 1989

Contzued on page 27

Says state solvency regulation is adequate

NAIC responds to critics

By MEG FLETCHER several major insurer insolvencies necessarily overhaul state regula-

in the last decade-the NAIC as- tion of the insurance industry, said
KANSAS CITY, Mo -State reg- serts in the report NAIC President and North Dakota
ulation of insurer solvency is ade- "We are confident that the nec- Insurance Commissioner Earl Po-
quate and improving, following essary reforms can be accom- meroy
criticism by a congressional com- plished within the existing frame- The Dingell report followed a se-
mittee and others, the National work and we are committed to ries of hearings the subcommittee
Assn of Insurance Commissioners bring them about,” the NAIC said held beginning in September 1988
says in its report, titled "State Actions to investigate concerns about the
The NAIC has taken significant to Improve Insurance Solvency adequacy of state regulation fol-
steps to enhance regulation of in- Regulation " lowing the insolvencies of Mission
surer solvency by adopting stricter The report is the NAIC's formal Insurance Co, Transit Casualty
financial reporting regairements response to a report released in Co, Integrity Insurance Co and
for insurers, a variety of model February by the House Oversight Anglo-American Insurance Co of
laws anc a certification program and Investigations Subcommittee, Louisiana
for state insurance departments, which IS chaired by Rep John D The Dingell report "is a very
the NAIC emphasizes ir a report Dingell, D-Mich (BIl, Feb 26) helpful study” and-like recent
that was to be made public Sun- The NAIC report also criticizes studies by the General Accounting
day portions of the Dingell report The Office, the National Assn of Inde-
Consequently, federal regulation ' review of only four insurer insol- pendent Insurerd and the NAIC it-

of insurance is not needed-despite vencies could lead Congress to un- Continued on page 22

Com Ed property damage
may not exceed deductible

By CHRISTINE WOOLSEy ance deductible

nvestigators late last week were switch house and the rest of the
CHICAG O-E lectric utility still trying to determine the cause Crawford station could cost "sev-
Commonwealth Edison Co has of the July 28 fire, which started in eral million" dollars, utility offi-
more than $200 million in property the basement of Switch House 1 at cials said Specific damage esti-
insurance to cover undetermined Com Ed's Crawford Generating mates had not been released
damage from a switching station Station on Chicago's West Side The loss is "not the sort of thing
fire that left approximately 40,000 The Crawford station is one of that will show up on someone's ca-
Chicago customers without power several locations where high-volt- tastrophe list next year," said Har-
for up to three days age power is stepped down to lan Dellsy, vp and general counsel
Also, more than $100 million in levels used by typical consumers for the company The station
habilit> insurance could respond An Edison spokesman said a still functional There may be some
to claims by customers that suf- "possible fault in a 12,000-volt damage, but the boilers are intact,
fered losses from the blackout cable" leading from the trans- and | presume most of the equip-
However, a company official former to the switch house may ment is intact "
says damage from the fire may not have caused the fire Com Ed's total property insur-
exceed Com Ed's property insur- Repairing electrical distribution

equipment and property at the

Is

Continued on page 29
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Employee Benefits
Communication Awards

OO0 _ 00 0000 _ 000 000 _ 0.0 0. 0 00 _ 0. 00 0000 _ 0. 0. 0. 0. 0. 000

The 18th annual Business Insurance Employee
Benefits Communication Awards recognize 21 em-
ployers that have done an outstanding job com-
municating their employee benefits programs to
their workforces.

The 1990 EBC competition attracted 182 entries
from 151 U.S., Canadian and Australian companies
in six categories: audio-visual presentations, book-
lets, multi-mmedia programs, personalized corre-
spondence, special projects and total employee

benefits programs.

A total of 22 awards were presented to employers
in this year's competition. One company, Southwest
Airlines, won awards in two separate categories:
audio-visual presentations and total benefits pro-
granns.

Six employee benefits consulting firms also were
recognized for their role in preparing the winning
EBC entries. Hewitt Associates consulted on six en-

tries that won awards, more than any of the other

30 consulting firms that helped prepare entries.

The entries were evaluated by a panel of 11 inde-
pendent judges, all experts in employee benefits or
communications. Entries were scored on a zero-to-
20 scale on how well they fulfilled each of five basic
criteria: objectives, strategy, content, presentation
and effectiveness.

Profiles of the winning benefits communication
efforts begin on page 4. An article on the judges and
the judging process begins on page 21.
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Ist Canadian Airlines International
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Benefits
IN BALANCE

EMPLOYEE BENEFITS BULLETIN:

Firnm communicates

unwelcome change

GATX video explains cost sharing

By ADRIENNE C. LOCKE

CHICAGO-Bringing employees
news of increased health care cost
sharing and other changes to try to
control rising medical costs was a
difficult task for GATX Corp., par-
ticularly since the company was
doing well financially.

GATX for several years had been
shouldering the bulk of premium

MAKE CNA YOUR PARTNER IN GROUP HEALTH CARE

CNA helps you

hold downthe cost
of quality health care.

You can be confident of high-quality; cost-efficient
health care for your employees with our Preferred
Provider Organization, one component of the
Managed Care Program from the CNA Insurance
Companies.

With some PPOs, bigger is better. We concentrate
on quality Our providers are stringently screened
before the¥re selected: facilities are assessed for
their reputation, location, and ability to attract medical
specialists and research personnel; medical staff

credentials, hospital accreditation, affiliations and cost
effectiveness are reviewed and evaluated to ensure

144/4

increases in its insured health care
plan but last year concluded that it
had to enlist the help of 2,500 sala-
ried employees to try to control fu-
ture cost increases.

However, making changes that
would mean higher out-of-pocket
expenses for employees in a time of
prosperity for GATX could have
created labor dissatisfaction if the

necessity of those changes was not

that our providers warrant the"preferred" name.
And, our integrated, patient-specific Utilization
Review Program assures that all medical services

are appropriate.

Finally, our Quality Assurance Program contin-
uously evaluates and monitors our providers'
performance and efficiency, to make sure that your
employees continue to get the best care.

For the convenience of multi-site companies,
our network locations include 40 major metro-

politan areas.

For more information, call your CNA representative.

CNA

For All the Commitments You Make®

Group Benefits from CNA: Ufe & Health-AD&D- Vision - Dental - IID - Flexible Benefits Programs - Pensions - Long Term Care - Managed Care
Coverage is underwritten by Continental Assurance Company, cne of the CNA Insurance Companies/CNA Plaza/Chicago, IL 60685

communicated clearly.

So, GATX produced a videotape
in which management explained in
a direct and uncomplicated man-
ner how health care benefits were
changing and why the changes
were needed.

The result of GATX's efforts and
its collaboration with consultant
Towers, Perrin, Forster & Crosby
Inc. was a presentation that was
well-received by its employees and
captured first place in the audio-
visual category of the 1990 Busi-
ness Insurance Employee Benefits
Communication Awards competi-
tion.

Although the Chicago-based
shipping, liquid storage and leas-
ing company was doing well finan-
cially, rising premiums because of
soaring medical costs from its
health plan were starting to eat
into the company's profit, said Ro-
land I. Finkelman, vp of human re-
sources at GATX.

GATX was very concerned that
its employees understand the mo-
tives behind the changes that were
made on July 1, 1989, said James
Herbert, director of employee ben-
efils at GATX.

"It was very important for us as
we were planning the video that we
get our message across. Because we
were changing our benefits, we
were concerned that it could be
looked at by the employees as a
benefit takeaway/' he said.

There were several changes in
the GATX health care plan that the
company needed to communicate:

« Deductibles for employees en-
rolled in the company's medical
indemnity plan increased to $200
from $150 for individual coverage
and to $600 from $250 for full fam-
ily coverage. The company also
created a $400 deducti ole for em-
ployees opting for coverage only
for themselves and their spouses.

- An optional preferred provider
organization was being imple-
mented. Employees who use net-
work providers are subject to a
10% copayment after deductibles,
while employees who use non-net-
work providers are subject to a
20% copayment after deductibles.

Employees may switch between
the company's indemnity plan and
one of the health maintenance or-
ganization options every three
months.

- Employees enrolled in one of
the company's HMOs have to con-
tribute 1 0% of the cost of coverage.
Employees previously paid "little
or nothing” toward the cost of
HMO coverage, depending on the
premium charged by an HMO, ac-
cording to Mr. Herbert.

- A utilization review program
was being implemented for em-
ployees.

- For employees who retire on or
after Feb. 1, 1991, the insured re-
tiree health care plan will pay a
fixed-dollar benefit.

For current retirees and employ-
ees who retire before Feb. 1, 1991,
the plan will continue to pay 90%
of all retiree medical expenses.

While most of the changes that
were made were implemented to
help manage costs for GATX, some
changes will help employees save
money. Those include the intro-
duction of:

- Flexible spending accounts to
which employees can make pretax
contributions to pay for health

Continued on page 6



SRIAN EMPLOYEES ARE CONCERNED

WI[IH SAVING LJIVES, WAUSAU'S CONCERNED
WITH THEIR LIFE SM[NGS.

Ldiliww The people
AW atspartan

Motors build a very
important piece of equip
rment  fire truck chassis.

They shouldn't be dis
tracted by the administra
tion and paperwork that
accompany most employee
benefit plans.

"With Wausau, we don't
waste time worrying about
how we're going to admin
ister our 401(k) or our

profit sharing plan Or,

how our workers

compensation claims are being handled;' says George Sztykiel, President 91

Spartan Motdi - of this booming Charlotte, Michigan, manufacturer. "Wausau does their job,and | &

concentrates on

Eﬁ@ﬁ?ﬁrﬁgﬁ leaving we do ours. We've been with Wausau for 15 years. We value their sta- 8%9:\2’1;52; \;/en;':

benefts to Wausau. bility and their predictability. And we don't take their performance for pokf)yiie\{seas\icarieetﬁ]ig

granted. We periodically shop around to see how they compare. We've never been disappornted: 3.1
If you're like most business people, managing your company is enough WAUSAU

to keep you busy. Let Wausau manage your employee benefit plans. INSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, %husau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide' Group
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Audio-visual

Continued from page 4
care costs not covered by their
health care coverage from GATX.

= A mail order prescription drug
program. Employees and benefi-
ciaries who must take one or more
prescribed medications over an ex-
tended period pay $9 for each 90-
day supply. Filled prescriptions
are mailed to the home within
seven to 10 days.

Mr. Finkelman said the company
believed the video was the best
medium available to explain the
benefits changes and the rationale
behind them.

"The advantage of the video is
that with it we were able to give
the rationale and the logic behind
the changes in the most polished
and the strongest way possible,"”
Mr. Finkelman explained.

INn addition, the video allowed
GATX to better explain the benefit
plan changes, Mr. Herbert said.

"It enabled us to get past why we
are doing this and get to what the
changes were and how we were
going to administer them," he said.

Therefore, for GATX, the most
important aspect of making the
video was writing the script. The
human resources staff spent many
hours going over the text with its
benefit communications consul-
tant, Ross Miller of the Chicago of-
fice of TPF&C, a unit of Towers,
Perrin, Forster & Crosby Inc.

Mr. Miller suggested that man-
agement deliver the most impor-
tant portions of the presentation to
help give them credence and to
emphasize that the changes were
carefully considered.

Following meetings with human
resources staff, Mr. Miller thought
the speakers in the video should
sound as genuinely concerned
about the changes in the com-
pany's health plan as they did dur-
ing the meetings.

So, he incorporated many of the
quotes he had secretly jotted down
during the meetings into the video
script.

Mr. Miller did not tell the staff
that he was going to do that before
the meetings on the project be-
cause he "didn't want them to start
thinking about being quotable,” he
said. "I wanted it to be natural.”

As a result, the speakers in the
video come across as presenting a
"dead honest approach"” to the
issue of controlling increasing ben-
efit costs without compromising
the quality of the benefits them-
selves, Mr. Finkelman said.

Five versions of the video were
made: one for each of the four
GATX operating companies, with
the chief benefits officer for the in-
dividual companies opening the
presentation; and the corporate
version, with Mr. Finkelman as the
first speaker. However, Mr. Fin-
kelman was a featured speaker in
all of the videos.

In the opening of the videos, the
benefit officers frankly state that
growing health care costs no longer
allow GATX to continue offering
the same level of benefits.

Then, two narrators explain
briefly each of the changes in the
overall health plan.

INn addition, Mr. Finkelman ex-
plains the relevance of each change
and what it will mean to employees
and the company.

"GATX cannot continue to pay
future increases in these costs. The
company must effectively manage
its share of these costs just as it
manages any other cost of doing
business,"” Mr. Finkelman says.

Mr. Finkelman also states the
heart of the issue in terms that ev-
eryone can understand: "If you
tried to carry auto insurance that
covered every scratch and parking
lot bump, you couldn't afford to
pay the premium. But, you could
afford the cost of coverage that
protects you against the cost of a

Employee Benefits Communication Awards

major accident."

The presentation concludes with
a statement from GATX Chairman

and President James J. Glasser,
who reiterates the importance of
the changes and the how the com-
pany decided to make those
changes.

A major portion of the videos are
the various GATX officers speak-
ing about the benefits changes.
Graphics were used minimally, and
those were simple charts showing
how medical care costs have out-
paced the overall inflation rate
over several years and illustrations
listing the benefits changes.

The video allowed

GATX to better

explain the benefit
plan changes, Mr.

Herbert says.

The program was purposely kept
simple and very low-key so the im-
portance of GATX's message
would not be lost in a glitzy, high-
tech graphics production, Mr.
Miller explained.

"Oftentimes, production values
distract from, rather that enhance,
the central message," he said.

When making the video and de-
ciding on format and graphics, the
producer must ask himself: "Do
those techniques help relay those
messages?" Mr. Miller said.

"We didn't go overboard with a
lot of glitz and flash because we
didn't think it would be appropri-

ate and felt that it would have un-
dercut Mr. Finkelman's credibil-
ity," he said.

GATX was pleasantly surprised
to find that its employees re-
sponded positively to the video and

77?'Y'f
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the benefits changes it outlined.

"We were delighted that so many
people understood the concept be-
hind the changes that were made,"”
Mr, Finkelman said. "We found out
that our employees were better
read on this subject than we had
anticipated.”

AnNnd, "our employees were
pleased that we invested time and
money to relay this message to
them, because it made them feel
that they meant something to us,"”
he said. The video cost $100,000 to
produce, or about $40 per salaried

employee, according to Mr. Her-
bert.

-2 0SS O\
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Bankers Trust, airline videos lauded

The runners-up in the audio-vi-
sual presentation category are:

= Second place: Southwest Air-
lines Co. in Dallas.

The airline, noted for its youth-
ful employee population and "fun-
loving culture,"” needed to encour-
age employees to think seriously
about benefits when it recently
began offering a flexible benefits
program as an alternative to its
Iraditional indemnity plan (see

Audio-visual presentation runners-up

story, page 10).

Using Southwest employees from
various airline operations, the
company produced a video parody
of a morning TV talk show-the
centerpiece of a benefits communi-
cation program that also included
a mock-up of newspaper USA

Today.

- Special award: Bankers Trust
Co. of New York.

After introducing a new pension
plan in November 1989 that was
not integrated with Social Security
benefits, Bankers Trust needed, in

a relatively short time, to replace

its Benefits Orientation video to
reflect the changes. The company's
old plan was integrated with So-
cial Security.

All new hires are shown three
videos: one on the company's his-
tory; another suggesting how to
function effectively at Bankers

She earned her stripes in pipes.

When we made Jan Noll the head of our Jackson,
Mississippi branch, it didn't catch anybody by surprise,

exactly.

Trained to be a schoolteacher (in Latin and English,
no less), she'd proven herself exceptionally good with

people.

Indeed, Jan acquired a small army of admiring
colleagues during her 15 years at The Home. And

meantime, she managed to underwrite everything
from pipelines to the world's largest catfish processor.
At The Home. we're building our entire business
around people like Jan Noll. Whether they're Home
veterans or newly recruited, they have talents and
experience well beyond the ordinary.
You see, we've made a decision to concentrate on

larger. more comp/ex risks. To provide consistent. reliable

coverage on such risks, for you and your policyholders.
And the only way we can guarantee you coverage

like that is to have people like Jan.
The Home underwrites Commercial Unes. Major

Accounts, Specially Lines and upscale Personal Unes.
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Trust; and the third outlining the
company's benefits programs, in-
cluding a timetable of eligibility.

Having learned from previous
benefit communications efforts
that new hires tend to be fidgety
and nervous, the human resources
department wanted a video that
would hold their attention for 40
minutes and succinctly explain the
new retirement plan and other em-
ployee benefits, said Ellen Hughey,
a vp in charge of employee bene-
fits.

"We wanted to do something dif-
ferent while covering all the bene-
fits bases,"” she said. "We decided
on a humorous route.”

With only six weeks to complete
the project, including casting for
actors and actresses, another chal-
lenge was to find a cost-effective
way to communicate the message,
said Larry Voigt, the art director in
a three-person consulting team
from TPF&C, the actuarial and
benefits consulting division of
Towers, Perrin, Forster & Crosby
Inc.

With time and money both run-
ning short, the consultants decided

'We wanted to do

something different
while covering all

the benefits bases,’

says Ellen Hughey.

the best approach was "recycling
thematic graphics from the em-
ployee handbook and enrollment
materials" in a video format, said
Mr. VVoigt.

First, the consultants wrote a se-
ries of vignettes humorously de-
picting the ways employees might
use their benefits.

Next, an illustrator created sev-
eral "highly stylized"” black and
white backgrounds such as a doc-
tor's office, a living room, and a
backyard, an approach that helped
to minimize costs. One camera was
used to film the backgrounds,
while a second filmed the actors
and props. The two scenes later
were electronically merged, Mr.
Voigt said.

"It also enabled us to create the
illusion that the on-screen narrator
was interacting with the 'employ-
ees' in the vignettes, when in fact,
they were shot in two different
studios," said Mr. Voigt.

In one scene, a patient nervously
waiting in a dentist's office says,
"Going to the dentist is a concept
that I've always had trouble with. |
mean, why should | have to pay my

hard-earned money to a stranger
so he can torture me with all those

little tools?"

As drills whir in the background,
she continues: "Dentists love to
drill, especially if you are late pay-
ing those bills.

"But | don't have that problem
anymore since l've enrolled in the
Bankers Trust dental plan. | only
pay a $25 deductible and all my
diagnostic and preventative care
are covered at 80% up to a maxi-
mum of $250 a year."

The initial response from em-
ployees to the video has been very
positive, said Ms. Hughey. "New
hires, expecting a standard bene-
fits orientation presentation, have
reported that the video's offbeat
humor is a fun way to start their
Bankers Trust career.”

Producing the 12 1/2-minute video
in six weeks cost $100,000. It was
distributed to orientation special-
ists at all 15 U.S. Bankers Trust

offices.

-By Collin Nash
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Opinions

Excellence in communication

VERYQNEACRERSJhat emplaipes peed.io

their value and to use them properly.

Yet too many employers continue to do a poor
job of explaining benefit plans to employees.

If your company does not effectively explain its
employee benefit plans, take a cue from the 21
companies whose communication programs are de-
scribed in this week's issue. They are winners in
the 18th annual Business Insurance Employee
Benefits Communication Awards.

Business Insurance sponsors these awards to rec-
ognize excellence in employee benefits communi-
cation.

The winning programs range from booklets to
videos to multi-media presentations.

It's important that employees fully appreciate
how much their employer is spending on employee
benefits, not only for the employer to receive the
credit it's entitled to, but also to retain good em-
ployees.

Employees may be attracted to another employer
where benefits are perceived to be more valuable
simply because they are better explained.

In addition, good benefits communication pro-
grams mean employees get the most out of their
benefit plans. Participation in a 401(k) savings
plan can almost be guaranteed to go up if the plan
is better explained to employees.

Sometimes, the benefit news that has to be com-
municated is not good news, like increased cost-
sharing under the group health care plan. But
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employees who understand why their costs are
going up not only will better accept the change but
also are likely to become better health care con-

We hope the Business Insurance Employee Bene-
fits Communication Awards will motivate other
employers to improve their employee benefits com-
munication programs. Those who deliver new cam-
paigns to employees by next spring may enter them
in next year's competition.

Letters

PRIMA seeks
recognition

To the editor: As a subscriber, risk man-
ager, public agency representative and pres-
ident of the Public Risk Management Assn.,
| was very disappointed with Bfs recent and
historically limited coverage of the PRIMA
annual conference (BI, June 25).

The 1990 conference attracted more than
1,300 registrants from both the public and
private sectors, not including the many ex-
hibit hall staff members, speakers, spouses
and others. Ninety-five risk management
consultants, third-party administrators,
brokers, insurers and various other vendors
exhibited at PRIMA this year.

We have many members from both gov-
ernment and the insurance industry who
subscribe to your magazine and recognize
it as the industry's leading trade publica-
tion. Several of these subscribers have com-
rnented that Business Insurance is doing a
serious disservice to its readers by failing to
cover the PRIMA conference in more depth.
PRIMA is the second-largest risk manage-
ment organization in the world and as one
attendee from a major brokerage firm put it,
we are a "major industry event."”

Business Insurance does not seem to view
PRIMA in the same way. Only one reporter
was sent to cover the more than 80 sessions
offered-obviously an overwhelming task
for any one individual to adequately com-
plete.

This is certainly not to say that PRIMA
should receive top billing of any confer-
ence, symposium or meeting you cover, but
based on our size, program and the impor-

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St., Chicago, m., 60611:

tance we play in the insurance business and
risk management community, PRIMA
should engender more recognition.

Risk management and intergovernmen-
tal pooling in the public sector is growing
by leaps and bounds. This year's confer-
ence attendance was up 30% over 1989.
Much of this growth was attributable to
insurance industry professionals who have
recognized the need to keep abreast of risk
management and insurance issues, including
intergovernmental pooling, in the rapidly
evolving public sector arena.

As the number of products and services
available to the public sector increases, in-
dustry professionals realize the growing im-

portance of learning about public sector risk
management in order to attract and service
clients more effectively. Business Insurance
should likewise realize that the public sector
is often forced to handle risk management
problems in a more creative fashion due to
services which must be provided to the pub-
lie, while the private sector can eliminate, or
avoid, a risk which it deems unprofitable.
| would hope that Business Insurance will
consider expanding its coverage of the
PRIMA conference next year.
Tom Phillips
Risk Manager
City of Santa Monica, Calif.

President

Adjusters devoted to aid claimants

To the editor: | know J.R. Kreider, who
authored "Changes Needed in How Insurers
Manage Claims" (Bl, July 16), has a service
to sell and it may well be needed, bu:
he starts from a false premise when he says
there are "only a handful of claims adjusters
and supervisors specializing in workers
compensation who treat the injured worker
in a non-adversarial way. For the most part
when a worker is injured. .all efforts are
exhausted to deny the claim, deny the dis-
ability and avoid payment before any effort
is made at case management."”

| can assure you (and him) that the major
companies and adjusting firms train their
people that workers comp is a social pro-
gram Fun solely for the benefit of the injured
worker. These workers are taught that the
best thing they can do for an injured worker
and their employer is to pay him what he's
due, see that he gets the medical attention

he needs and do what they can to get him
back into the workforce as promptly as pos-
sible. Adjusters are trained that to do other-
wise is contrary to company policy, the rules
of the state's workers compensation board
or commission and possibly the Unfair
Claim Settlement Practices Act. Then they
are told how many cases they must handle.
The maijority of cases close within a few
weeks. Many that remain open do so be-
cause they did not receive the attention
they should have and Mr. Kreider's points in
this regard are certainly valid. But the
causes for the lack of attention lie not in the
attitude of adjusters but in the staffing and
workload policies of their employers.
E.E. Morgan
Manager-Claims Analysis/
Investigation Division
Surplus Lines Stamping Office of Texas
Austin, Texas

Value of LUI assets clarified

To the editor: In your article on Lon
don United Investments P.L.C., you referred
to the prospective sale of a number of in-
vestments held by LUI; in particular, First
Reinsurance Co. of Hartford Inc., Oland In-
ternational Cos. Inc. and ABC Insurance
Services Ltd. (BI, July 30).

The article referred to valuations of those

investments.

However. the amounts shown are the
amounts at which the investments are held
in the books of LUI. These amounts may

vary significantly from market values.
C.G. Bird

Joint Administrator
London United Investments P.L.C.

London
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Employee Benefits Communication Awards

Parodies promote airline flex plan

By SAM CRISTY

Southwest Airlines Co., noted for
its 1970s television commercials
featuring stewardesses in short
shorts, continues its playful style
today in promoting its flexible em-
ployee benefits program.

The Dallas-based company took
chances by promoting its rede-
signed employee benefits pro-
gram-including a flexible benefits
plan designed to reduce the com-
pany's health care costs-through
parodies of newspapers and morn-
ing news shows, said Mark Schu-
mann, a communications consul-
tant for William M. Mercer Inc. in

Dallas.

If employees thought they were
trite, the effort would actually turn
workers away from the communi-
cations effort, Mr. Schumann ex-
plained.

But, the gamble is paying off.
About one-fourth of the airline’'s
employees have opted to enroll in
the flex plan, and more are ex-
pected to sign-up next year, ac-
cording to Libby Sartain, director
of benefits and compensation for
the airline.

The communication effort won
Southwest Airlines first place in
the total benefits communication
program category of the 1990 Busi-
ness Insurance Employee Benefits
Communication Awards competi-
lion.

Ms. Sartain said she knew from
the beginning that communicating
the airline's new benefits program
would require careful navigation.

Under the flex benefits portion
of the plan, called BenefitsPlus,
there are four medical plan op-
tions; a dental care option; a vision
care option; a dependent-life in-
surance option; two long-term dis-
ability options; life insurance from
one to three times annual pay; ac-
cidental death and disability cov-
erage up to $1 million; and two
pre-tax spending accounts.

But, communicating employee
benefits in a fashion that was "fun
but not trite” was an interesting
challenge for Ms. Sartain, she said.

When developing the communi-
cations program, Southwest sought

Meet the Challenges of Health Care in the Next Decade

the advice of 700 employees in
seven cities.

"They wanted the information to
feel current,” Mr. Schumann said.
"We knew immediately what we
had to do," he noted, referring to
the presentation of benefits infor-
mation in a news media format.

"We have a lot of people who
were not aware of the benefits
under the current plan,"” Ms. Sar-
tain said.

"We had the standard insurance
company booklets that everybody
had, but nobody read them," she
pointed out.

In April, the airline sent "Bene-
fitsPlus Today," a 20-page paper
patterned after USA Today, to the
homes of Southwest's 8,000 em-
ployees.

Employees find the newspaper
format less intimidating than ei-
ther booklets or brochures, Mr.
Schumann explained.

Horoscopes, weather maps, ad-
vice columns, editorial cartoons, a
crossword puzzle and advertise-
ments in the paper all promote
BenefitsPlus.

"You can get so much informa-
tion in a limited number of
inches," Mr. Schumann said. "It's

all giving you information about

benefits, you just don't realize it
because it's so funny."

The newspaper format also gives
the airline a convenient format to
keep employees apprised of
changes in the benefits program,
Ms. Sartain said.

In addition, in an effort to moti-
vate workers to read the newspa-
per, the airline attempted to catch
the attention of its widely dis-
persed workforce in the 31 cities it
operates by showing a humorous
35-minute video on BenefitsPlus
continuously in high traffic areas
in airport terminals.

It was a good tool for reaching
employees between flights, Ms.
Sartain said.

If workers saw the video, it
pulled them into reading the news-
paper, Mr. Schumann said.

The video, a one-time effort, in-
corporated many of the same tech-
niques as the newspaper.

The first portion of the tape was
fashioned after a morning televi-
sion news program, and the second
outlined the nine steps of the en-
rollment form.

"l think we took a lot of risks
with this package," Mr. Schumann

said.

For example, not many employ-

Managing Health Care
in the 1990's

September 17-18, 1990
Washington, DC

Deloitte and Touche, an internationally recognized professional ser-
vices firm, has developed a comprehensive health care seminar. This
two day program focuses on a series of perspectives from the man-

aged care industry, management, and labor including:

« Employer Responses to Health « Strategic Benefit Planning

Care Costs

October 18-19, 1990
Phoenix, AZ

= Direct Employer Contracting

please contact:

Deloitte & Touche

ers include "satellite"” interviews
with the chief executive dropping
one-liners about the "elderly sta-
tus" of the vp of personnel at the
same time the company is telling
employees that benefit costs must
be controlled to remain competi-
tive by keeping air fares low, he
said.

"We learned the benefit of let-
ting benefits have a sense of
humor,” Mr. Schumann said. "Be-
cause when we went back we found
that what they laughed at, they re-
membered.”

Although she would not disclose
how much the project cost, Ms.
Sartain said the cost of the video
would have been lower if the air-
line could have brought employees
into one room to view it. But "an
airline is not able to do that,” she
said.

"Videos are for special occasions
-they are expensive. Not every
company needs- to spend money on
a video," she said.

Mr. Schumann, though, disa-
greed with Ms. Sartain on the im-
portance of videos.

"l haven't done a project in the
last three or four years that has not
involved a video," he said. "l think
video is the key medium for com-
municating benefits."”

Before Mr. Schumann joined
Mercer in July, he spent six years
with TPF&C, a consulting division
of Towers, Perrin, Forster &
Crosby Inc., and managed em-
ployee benefits communications
for the now defunct Frontier Air-
lines Inc. of Denver.

As more employers begin using
videos to communicate their bene-

fits programs, the presentations
will have to stretch the limits of
conformity to maintain their ap-
peal, he suggests.

"You have got to dig deeper and
find ways to keep it creative," Mr.
Schumann said. "It's got to com-
pete with what they watch on tele-
vision,”" he said.

"In fact, the Southwest video is
where we see video going,”" Mr.
Schumann added.

A month before the enrollment
deadline, Southwest held 135
meetings at 40 locations nation-

To register, or for more information,

Seminar & Conference Division

P.O. Box 33189

< Labor and Health Care = Cost Efficiency Analysis
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Workshop sessions will provide specific approaches and strategies for

employers in meeting the challenges of health care management.

Washington, DC 20033-0189
(800) 654-8920 - (202) 638-7310.

Deloitte &

Touche
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wide to answer employee questions
and help them enroll. A toll-free
hot line was set up to answer bene-
fits questions, and the airline of-
fered a free-flight incentive for
early enrollment.

Considering workers could
choose a traditional plan with no
loss in benefits, response to the
project has been "absolutely phe-
nomenal,” according to Mr. Schu-

Half of the company's employees
returned enrollment forms, with
25% enrolling in the flexible bene-
fits program, Ms. Sartain said. En-
rollment would have been higher
had the program not started in the
middle of the year, when many em-
ployees had already met the de-

ductibles under the old program,
she said.

"We were really hoping to get |
about 40 percent, and | think we |

will" when the program renews in 1

Ms. Sartain would not discuss
the costs of the communications
program beyond saying it was
under budget.

"Everything we budgeted to
spend on the program we expect to
recoup through savings" on health
care expenses due to the flex plan,
she said. "Any company of any size
can offer a flex program.”

Southwest-which spent $13
million on health care in 1989 and
projects its 1990 tab will exceed
$15 million-estimates the flex
plan will cut health care expenses

S<>o arnmnnmuallyy. -

4 firms
honored
for tota 1

effort

The runners-up in the total ben-
efits communications category are:

- Second place: A tie between
Minnesota Mining & Manufactur-
ing Co. of St. Paul, Minn., and Ree-
bok Intermnationmnal Ltd. of
Stoughton, Mass.

Informing without overwhelming
was 3M's biggest challenge in ex-
plaining the transition to a flexible
benefits program to its 43,000 em-
ployees, said Donald Kissack, ben-
efits director for the manufacturer.

"This was something new for
them-making their own decisions
based on their particular situa-
tion," Mr. Kissack said. "Up until
that point we had a fairly passive
benefits program.”

All employees, from warehouse
workers to board members, were
led step-by-step into the "It's Your
Choice" flexible benefits program
by more than 12 packages of news-
letters and brochures as well as a
color-coded filing folder.

Three years and $2 million went
into developing and implementing
the campaign, which included two
videos, computer-enrollment soft-
ware, a telephone hot line and
three poster designs.

The manufacturer's "paternalis-
tic" management style dictated the
thoroughness of the campaign, said
Joe Hasenmueller, a project man-
ager with Maritz Communications
Co., the St. Louis-based "perfor-
mance improvement"” consultants
hired by 3M.

"There is selective redundancy in
those communication pieces to in-
sure that people got the message,"
said Mr. Hasenmueller. "Very

Continued on next page
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often they are going to make the
decision of what benefits they are
going to opt for over the kitchen
table.”

Bruce Peterson, 3M's flexible
benefits manager, said that the va-

riety of media was intended to
meet the needs of a diverse work-

force. In addition to the communi-

cations materials, the company
Irained 450 employees-both man-
agers and staff--to provide in-
struction and a personal link for
employees.

Ninety-nine percent of employ-
ees turned in enrollment applica-
tions on time and with fewer errors
than expected.

Only 11% of applications con-
lained errors, in contrast to the
309 that is common among com-
panies introducing a flexible bene-
fits plan, according to Mr. Hasen-
mueller said.

Despite the limited use of color
and more than 100 pages of ma-
terial available, a company survey
reports that 98% of employees have
kept the benefits file folder almost
a year after distribution.

'We worked very hard not to
make it intimidating,” Mr. Kissack
said, commenting that many em-
ployees still bring the folder and
other materials to benefits advis-
ing sessions.

INn contrast, Reebok Interna-
tional Inc.'s campaign, also to ex-
plain flexible bengfits, was de-
signed to stop its 1,200 employees
in their tracks with a brightly col-
ored package of newsletters, a
video and a pop-up postcard pro-
claiming, "Express Yourself."

The program, which cost
$200,000 and was developed in
nine months, started with no ex-
planation, simply two wall-sized
graffiti boards that invited em-
ployees to "express themselves"
with markers, crayons and paint.

"The program is not traditional,
the company is not traditional, so
we didn't want the campaign to be
traditional,” said Leslie Abraham-
son, Reebok's senior benefits ana-
tyst'.

"You know benefits are not
really the most exciting thing to
talk about,"” she said. "If the em-
ployees don't understand and are
not excited about the program, it is
not going to work."

The suspense drew unsuspecting
employees into Reebok's new inter-
active employee benefits program,
said the project's manager, com-
Mmunications consultant Betsy
Rands Taylor at Hewitt Associates
in Lincolnshire, IlI.

A week after the graffiti boards
were posted, employees were
mailed the pop-up postcard, en-
closed in a bright pink envelope.
The card, inviting them to partici-
pate in the new benefits program,
was made of water-color paper
splashed with wild brushstrokes of
red, teal and purple.

Uniquely folded and similarly
splotched newsletters followed the
invitation each week for five weeks
preceding enrollment. The first
was an overview and the following
newsletters described the medical
plan, the dental plan, accidental
death and dismemberment insur-
ance and reimbursement accounts.

"One of their perceptions at Ree-
bok is that their people just really
weren't going to read a lot," Mrs.
Taylor said.

"It's certainly the shortest flex
program | have ever done and per-
haps in the history of the firm,"”
she said. "It's opening a lot of
doors and a lot of minds."

Even though more conservative
companies may not adopt the Ree-
bok campaign, they like the
"splashy" nature of the campaign,
she said. For example, one petro-
leum firm is considering taking a
splashy communications approach,
she said.

= Third Place: Hewitt Associates
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in Lincolnshire, Ill.

Before introducing "A Better
Fit," a new flexible benefits pro-
gram. the consulting firm often felt
like a shoemaker's child, says
Wendy Rhodes, a Hewitt consul-
tant and project manager for the
firm's own flexible benefits cam-
paign.

"Everybody else had great look-
ing shoes and sometimes we were
barefoot,” Ms. Rhodes said.

Dave Wille, Hewitt's director of
human resources, said that the

program proved not only to be a

model of the firm's quality but also
its efficiency, having been pro-
duced in only four weeks. Clients
usually are advised to allow four to
six months for production, he said.

A gray cover breaks little new
ground as previous benefit pack-
ages were done in beige and other
neutral shades. But the new guide
opens to a spectrum of color that
continues each of its chapters. The
first line says, "Sometimes what
seems simple on the outside isn't
all that simple on the inside."”

The communications package in-

cluded a rewrite of the benefits

guide, a personalized benefits re-
port, a report confirming employee
selections and five newsletters de-
livered through internal mail.

Al tight production schedule
pushed costs up, said Mr. Wille.
But the tab remained below
$500,000 to develop and deliver the
package to 4,000 U.S. and Cana-
dian employees.

Hewitt never expected to save
money with the flex program and
actually anticipated paying more
to offer improved benefits, he

added.

- Special Award: Security Pa-
cific National Bank in Los An-
geles.

Believing that retirees are just as
entitled to the latest advancements
in benefits programs as active em-
ployees, Security Pacific has insti-
tuted one of the country's first flex
programs for retirees.

First Vp David Chandler said
that with a flexible benefits pro-
gram already in place for more
than 40,000 employees, it seemed

Continued on next page

ithout doubt,

there's no
industry that comes
closer to touching the
lives of every citizen
of our country than
the insurance
industry. And yet,
most consumers
believe insurers are
ripping them off. A

recent Gallup poll

found that more than
two out of three
respondents think

P & C insurers earn
"excessive" profits,
but fudge figures to
hide profitability.

Now, we all know
that, in fact,
insurance companies
are less profitable
than other kinds of
companies and our
state regulators and
public accountants
aren't going to let us

"fudge" the numbers.

Where does this
misperception come
from? And more
importantly, what can

we do to change it?

I think the answer to
both of these
questions boils down
to one word: service.
It's service, or the
lack of it, that causes
consumers to be
disillusioned and it's
service that can
change that
disillusionment into

satisfaction.

When | take off my
hat as "insurance
company president”

and put on my

'‘#insurance consumer”
hat, I'm appalled by
what | see. | buy a
commercial policy
and it takes three or
four months to get it.

When | get it, my

Gerald D. Stephens. CPCU
President & CEO. RLI Corp.

66Why does turnaround

for an insurance policy
have to take 60-90 days?
At RLI, it takes fifteen.”

college education isn't
enough for me to
wade through the
confusing verbiage.
It's about time we
started doing
something about
consumers' problems.

It's time we started to
demonstrate our care
and compassion
through our service.
At RLI, that's just
what we're doing.
And we begin with
fast service. There's
no reason policy
turnaround should be
as high as 90 days.

Our underwriters

consistently succeed

RLI

in making that
figure fifteen days.
Why can't other

insurance companies

do the same?

Speed isn't the only
thing we're concerned
about at RLI.
Compassion and
caring are what this
business is all about.
We need to be there,
showing our support
when our customers'
business or home

burns down. We need

to work to change the
300 year old tort
system that ends up
making the insurance
company the ultimate
loser. We need to let
the public know what
the insurance industry
does for their safety
and well-being. Work
with RLI in making
the changes we need
to make. | challenge
you to be the best

you can be.

9025 N. Lindbergh Drive
Peoria, IL 61615
800 / 445-5468
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only fair to offer a similar program

to approximately 7,000 retirees.
"Our basic feeling was that if we

could offer this to our existing em-

ployees and not cost us anything,

then why not offer it to them (re-

tirees) as well,"” said Security Pa-
cific's Mr. Chandler.

Produced in six months, the

campaign included an announce-
ment brochure; five newsletters; a
100-page handbook; a color-coded
personal information kit outlining
the individual's health and life in-

surance profile; and a long-term
care packet including enrollment

forms.

The campaign, "New Dimensions
in Retirement,"” included such spe-
cial features as large print for ea-
sier reading and a portfolio with
the first newsletter for easy orga-

DoEs RULE 144A

Plug Into Citibank - The
Power Source of Information
How much energy have you
spent in deciphering Rule 144A7?
Like most investors and fund
managers, you may have more
questions than answers about
what it will mean to you.

At Citibank, we've put in the
time and effort to figure it all out
for you. Whether you plan to
trade in the domestic or global
market, we can help you make
the right connections anywhere

in the world.
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nization and storage of succeeding
materials.

Paul Sanchez, director of com-
munications consulting for The
Wyatt Co. in San Diego, said the
biggest challenge was reaching the
retirees, who were dispersed na-
tionwide.

"With active employees you have
to work very hard to capture their
attention, whereas the retirees
were, we learned, very much in-
terested in all the details and all
the fine print,” the consultant
said.

"Once we got to them, we had
their full undivided attention,™
added Mr. Sanchez=.

According to Mr. Chandler, the
program took five months to de-
velop and cost approximately
$155,000, including various ex-
penses for 124 instructional meet-
ings for retirees held nationwide.

-By Sam Cristy

= _--us- =

HAVE You WIRED

How to Make the Most of
Rule 144A

Our custody experts are fully
equipped to help you take maxi-
mum advantage of Rule 144A's
new and liberal safe harbor
guidelines.

When it comes to following
the rules, Citibank is the leader.
So, make sure you're well con-
nected and come talk to us.

To tap into your source of in-
formation on Rule 144A, call
Richard Gillespie, Custody
Sales, at 212/657-7949.

CITIBAN<O

Low.tech campaign,
high.impact results

AmMmerican

Stores tops
multi-media

By ADRIENNE C. LOCKE

Many companies that want to
promote employee contributions to
their 401 (ki plans turn to high-
powered consultants with far-
flung offices and abundant techni-
cal resources.

American Stores Co.-a grocery
and drug store company based in
Salt Lake City-brought in the real
big guns: an animated neighbor-
hood grocer named Uncle; Greg
Miner, a fictitious employee strug-
gling to make ends meet; and To-
morrow, another character who re-
turns from the future to counsel
Greg on his savings plan.

Those three characters are the
soul of a multi-media campaign
credited with helping raise the
company's overall 401(k) plan par-
ticipation raze to 73.5% from 68.5%
since May 1989.

The in-house effort also helped
raise some contribution levels sig-
nificantly, the company says.

Creating a simple, basic message
about saving for retirement landed
American Stores first prize in the
multi-media program category of
the 1990 Business Insurance Em-
ployee Benefits Communication
Awards competition.

While avoiding intimidating
technical jargon, the company
wanted to encourage participation
among the 48,000 of its 160,000
employees who are eligible for the
American S:ores Retirement Es-
tates savings plan begun in 1985.

"The simpler, the better. The
simpler the video, the simpler the
annual report, the simpler the
message, the easier it is to get our
message across," said Marla Hun-
saker, manager of benefits ac-
counting and compliance.

"Our biggest concern was to let
people know what a great plan this
is, and to get them to contribute as
much as they can,” she said.

American Stores-parent of
Jewel Food Stores, Osco Drug Inc.
and other retailers-is one of the

nation's largest grocery companies.

It makes annual contributions to
the accounts it automatically
opens for all eligible employees.
But the company contributes more
for employees who set aside money
themselves, so this campaign tried
to encourage active participation,
Ms. Hunsaker said.

To be eligible for the plan, full-
time employees who are 21 or older
must have worked at least one year
continuously and part-time work-
ers need at least one year of service
of at least 1,000 paid hours.

Full or part-time employees
under age 21 become eligible after
two years.

Union members can participate
only if the collective bargaining
agreement covering their particu-
lar union specifically allows them

to do so.

Because the matching contribu-
tion is attractive-about 46 cents
for every $ 1 an employee puts in up
to 6% of pay in 1989-"we tried to
encourage employees to contribute
themselves because they can get a
larger piece of the pie," said Ms.

Hunsaker.

Commitments like saving for a

house preclude contributions from
some employees, she said. And
others just don t understand the
plans or don't have the extra
money to contritute.

Many, however, want to save for
retirement but dubt they have the
resourees, she said.

That's where Uncle, Greg Miner,
Tomorrow and the American
Stores savings plan come in.

A first-class mailing describing
the plan was sent to employees in
February 1989, but not before two
employee groups had previewed
the campaign's centerpiece.

"If Tomorrow Comes," an 18-mi-
nute video in which the characters
make an emotional plea to consider
the savings plan, didn't fare well
with managers. Juvenile, it drags
on, generally boring, said the crit-
ics.

Then a rank-and-file group pre-
viewed the videc. American Stores
knew right away it had a winner.

"They loved it. They said it was
great, and that it really made them
feel that they need to contribute to
the plan,"” said Ms. Hunsaker.

Greg Miner, the main character,
is an American Stores employee vi-
sited in the middle of the night by
a future version of himself named
Tomorrow.

Tomorrow tells him about the
money the company will add to
what he has saved. The catch, of
course. is that Greg hasn't been
saving and doesn't think he has
any extra money to begin.

To that, Tomorrow responds:
"Yeah. that's what some others
think, too."”

After explaining the idea behind
saving money ar-d the 401(k) plan,
Tomorrow takes Greg to meet Yes-
terday, a past version of Greg, who
shows Greg that he does have some
money he should be contributing to
the plan.

On the way to the ASRE "es-
tate," Greg and Tomorrow meet
Uncle, the character who repre-
sents the plan and oversees main-
tenance of the o:her employee ac-
counts.

Employees are told that contri-
buting as regularly as one pays the
electricity or phone bills amounts
to "paying yourself."

At the estate, Tomorrow and
Uncle explain t) Greg the other
plan benefits like choices in in-
vestment vehicles, hardship with-
drawals and loans.

Even as Greg sees how he can
save money through this plan, he
realizes that he has missed out on
the previous chance for large re-
tirement savings-

Company representatives come
to the estate to contribute to each

employee account. But Greg knows
they can give him nothing extra
because he has not saved money on
his O-wn.

Greg begins to plead with the
comfany for a second chance, then
wakes up in bed with his wife ask-
ing him if he was having a bad
dream.

"Well, | guess it's all in how you
look at it, ' Greg says.

Before going back to sleep, he
sees Tomcrrow across the room re-
minding him that it wasn't a
dream.

At some subsidiaries, one-on-one
meetings between employees and
bene’its staffers follow the video
screenings. Such sessions produce
even higher contribution and par-
ticipation levels at those locations,
said Ms. Eunsaker.

American Stores attributes part
of the Trogram's success to its
being done completely in-house.
"We feel more comfortable with
the produrt we have. Doing it our-
selves, we feel that we get the
product that we want,” said Ms.
Hunsaker.

"For us, it was the best way to
go," she adds.

Most of the $60,000 to $70,000
the cimp:ny says it saved by pro-
ducing the $300,000 program itself
came thrcugh using local writers.
But the grocer also cut production
costs by using the facilities of a
subsidiary and paper costs by hav-
ing the booklets printed locally,
she said.

"We feel collectively that we
have the expertise to pull this to-
gether," she said.

After the video release came the
ASRE annual report, a booklet
telling emoloyee: how to read their
account statements. And informa-
tion centers-a display rack of
brochures loan application forms
and other plan documents-were
sent to each worksite.

Uncle, the neighborhood grocer,
also appeared on promotion post-
ers sent :0 American Stores work-

sites. Slogans included: "When To-

morrow Comes. You'll Be

Ready"; and "Personal Deposits
Are The Key To A Superior ASRE
Estate. Are You Depositing All
That You Can?"

For American Stores, promoting
the savings plan is an ongoing
projet, says Ms. Hunsaker. "Each
year we re-evaluate and improve
our presentation.”

Another video emphasizing em-
ployee contributions is to be distri-
buted later this year. And the com-
pany is reviewing employee
surveys designed to detect any
weaknesses in the communications

For<cocgr=arw¥ou._ -_—



The runners-up in the multi-
media program category are:

= Second place: Shell Oil Co. in
Houston.

Quality assurance, not cost-cut-
ling, was the focus of Shell's mes-
sage to employees when it intro-
duced a managed care network for
most workers July 1.

Rather than concentrate on the
challenge to curb health care bills,
Shell wanted to alleviate employee
concerns about choice and the af-
fordability of quality care, said Ri-
chard Bevins, manager of person-
nel and compensation.

"Certainly costs were a factor,”
in replacing the traditional indem-
nity plan with a point-of-service
managed care network, he said.
"But we wanted to make sure
whatever we did, we offered qual-
ity care at a reasonable cost.”

INn addition to offering written
materials, the company conducted
nearly 1,000 meetings around the
country for 35,000 employees. Em-
ployees watched a video and slide
show about the Shell Hospital Sur-
gical Medical Plan and the impor-
lance of quality health care. Em-
ployee relations directors were
present to answer questions and
distribute enrollment forms.

"We felt in addition to written
communications, we really needed
face-to-face meetings so employees
could get involved,” Mr. Bevins
said.

Employees, spouses and retirees
eligible for the plan received a
pamphlet in October 1989 saying
that Shell was considering starting
a point-of-service managed care
network. That pamphlet also an-
nounced that the company was
switching health insurers from
Travelers Corp. to Metropolitan
Life Insurance Co. of New York.

Shell early this year decided to
go with a point-of-service man-
aged care plan, Mr. Bevins said.

New York-based consultant
rowers, Perrin, Forster & Crosby
[ne. helped design the plan and the
communications effort. In January,
Shell mailed a brochure highlight-
ing the plan to all eligible employ-
ees and retirees.

About 75% of Shell employees
live in areas covered by a Met-
Life network, noted Russ Dennis,
employee relations associate. Simi-
tar benefits are available to em-
ployees who do not live near a net-
work provider.

Shell explained the network
concept to all group health plan
participants and said the network
could provide quality, affordable
care, Mr. Bevins said.

The 10-page brochure explained
Shell's goals for implementing a
Nnetwork and contained several
charts designed to illustrate cover-
age characteristics. Examples of
Lhe need for medical care were
presented, followed by a chart list-
Ing expenses that might be in-
curred and how much employees
would be responsible for in and out
of the network.

In April, Shell began showing
the video, produced by TPF&C, to
employees around the country.

The 15-minute video was divided
into three segments, the first of
which shows excerpts from two
employee focus group discussions
jn the quality and cost of health
care and the importance of having
a choice of providers.

"The video was kind of an ice-
breaker,” Mr. Bevins said. Shell
used a cross-section of employees,
rather than only senior executives,
Decause the company felt audi-
ances would relate better to them.

The second segment briefly ex-
plains the new plan using com-
outer graphics and a voice-over

narrator.

The third shows excerpts from a
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2 runners-up in Mmulti-media program group

focus group of MetLife network
physicians.

Shell wanted to tell employees
why physicians would want to par-
ticipate in a discount network, Mr.
Dennis said.

Where it was practical, employ-
ees' spouses were invited to attend
the meetings. "We identified
spouses early on as being a key au-

dience,” noted David Johnston, a
TPF&( consultant in Houston. He
said other projects had proven to
him that "it is the woman in the
family that chooses the doctors."”

About 2,000 copies of the video
were available for employees to
take home.

Shell distributed an enroliment

pamphlet at the meetings as well.
The 24-page pamphlet is divided

into five sections and a glossary
and is designed to allow the reader
to skip the sections that do not
apply to him or her.

Mr. Dennis said the company
wanted to give employees enough
facts to let them make informed
choices.

"It was a very honest communi-
cation-it was not a Madison Ave-
nue sell-job," said TPF&C's Mr.
Johnston.

Mr. Bevins would not comment
on the program's cost, other than
to say this was the largest program
Shell has ever undertaken. He said
the effort was "quite successful.”
In addition to converting indem-
nity plan members to a, managed
care network, Shell for the first
time attracted about 12% of HMO

enrollees to the new plan.

= Third place: Knight-Ridder
Inc. in Miami.

Internal Revenue Service non-

discrimination tests issued in June

1989 found a disproportionate
number of Knight-Ridder's highly-
compensated employees partici-
pated in its 401 (k) savings plan.
The newspaper chain had to limit
those employees' participation for
the remainder of the year or fail
the non-discrimination tests.

But rather than just explaining
those restrictions to well-paid em-
ployees, the company wanted to
encourage other, non-highly com-
pensated employees throughout
the country to enroll in the savings
plan.

"We felt the non-highlies were

missing an excellent program,”
plained Robert A. Barkin, manager
of compensation and communka-
tions for the media company.

"My feeling was whether a per-

ex-

son wanted to participate or not to
participate is no business of the
company,”" he said. "But it is the
company's responsibility to make
sure employees know about" the

program "and understand it."
From two focus groups, Knight-
Ridder learned that some employ-
ees did not know about or under-
stand the company's 401(k) plan or
couldn't afford to contribute, Mr.
Barkin said. Based on that infor-
mation, the company developed a
theme: Even small weekly contri-
butions could grow substantially
Continued on net page

VWHENANOLDFILECOMES
BACK TO LIFE, THE RESUIrS

CAN BE PREITY GRIM.

It's happening to more and
more insurance companies
today. Just when they think it's
safe to close a file. allegations
of bad faith claims handling
come along to re-open it. Often
with a vengeance.

And that's why we've devel-
oped Errors and Omissions
coverage specifically for insur-
ance companies.

The Executive Liability Divi-
sion of Agricultural Excess and

Surplus Insurance Company
(AESIC) offers protection to
insurance companies involved
in property and casualty, and
life and health.

And while some firms might
be able to match our $10 mil-
lion E&O limit. few can match
our A.M. Best Rating of A+. Or
our impeccable reputation for
responsive. cooperative claims
handling.

/——JJdIC

That's something to remem-
ber when you're offering E&O
coverage to insurance com-
panies. Because they'll want a

carrier they can really count on
when those "little mistakes"

come back to haunt them.

For more information. please
call or write Agricultural Excess
and Surplus Insurance Com-
pany. Executive Liability Divi-
sion. P.O. Box 66943. Chicago,
IL 60666, (708) 330-6750.

Permission licensed by Roger Richmond Agency. C.A

Agricultumt heel and Surplus Insuranco Company

A subsidiary of Great American Insurance Companies.

The Bauman Archive
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Publicity was left up to human
resources directors at various
Knight-Ridder locations.

Keyes, Martin & Gaby Inc., an
advertising agency and graphic de-
sign studio in Miami, developed
the print materials for Knight-
Ridder. A brochure-"Build $10 a
week into $100,000 with help from
the company's 401 (k) plan"-ex-
plained how the program works
and two other brochures explained
investment alternatives.

Trying to give the material a
"human quality," Keyes, Martin &
Gaby used illustrations and a "sty-
lized cartoon character" to con-
trast with the relatively difficult
concept of savings plans and in-
vestment vehicles, said Murray
Gaby, president. "We didn't want
people to throw the documents
away-as they often do."”

Materials, he added, had to be
presented in a way that would ap-
peal to the average person.

"The intent was to de-emphasize
the need for sophistication to ben-
efit from the program,” Mr. Barkin
said.

Knight-Ridder's benefit direc-
tors at the newspapers decided
whether to send the materials to
employees' homes or distribute
them in newsrooms and production
areas, he said.

Employees also viewed a video

featuring the cartoon character.
A female character was added to

the nine-minute video "for balance
and because there would be a lot of
females listening," said Marilynne
Starr, a writer and producer with
Media Design Inc., the Winter
Park, Fla., company that produced

Employee Benefits Communication Awards

the video.

Using cartoon characters instead
of live people keeps audiences in-
terested, she said. "You continue to
hear the phrase 'Just $10 a week!'
That's more memorable than lis-
tening to live people.”

Videos are often used to reach
audiences that do not absorb a lot
from written materials. "People
tend to tune these things out and
we try to find a vehicle they enjoy
listening to without tuning out the
message," Ms. Starr said.

While the video contains the fae-
tual information found in the writ-
ten materials, the cartoon charac-
ters add a humorous touch with
their quirky voices and comments.

Some local human resources
directors made attendance at the
video showing mandatory, while
others set up the program and
waited for interested employees to
drop by, Mr. Barkin said. "Trying
to get people to the meeting is half
the battle," he said.

Employees that did attend were
likely to enroll in a 401(k) plan.

An informal survey found that
enrollment rose about 10% to 60%
for lower-paid employees after the
communications program, though
the company is hoping for better
participation, said Mr. Barkin.

"We aren't going to get 100%"
participation of non-highly com-
pensated employees, "but we want
to at least reach the national aver-
age" within two years, he said.
Lower-paid workers' participation
is usually about 70% in a plan sim-
ilar to Knight-Ridder's, he said.

Mr. Barkin adds that the com-
munication project cost about
$45,000, but "you're talking close
to 20,000 employees and that is not
much per person."”

-By Christine Woolsey

SOCIETY OF INSURANCE RESEARCH SEMINAR

9IHO Will PAY TO INSURE YOUR UFE AND HEALTH?"

September 12-14, 1990

Hilton Hotel, Quebec, Canada

FEATURED PRESENTATIONS

» SOCIAL ISSUES: AIDS, OUR AGING POPULATIONS AND CON-
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Se,-vices

AT&T booklet, video aim

to ease workers' minds

By SAM CRISTY

NEVVW YORK-American Tele-
phone & Telegraph Corp. is soft-
ening its benefits communications
package to not only explain recent
dramatic changes, but to make
union workers feel comfortable
with them.

Explaining the changes and win-
ning over union workers was a
challenge, said R€becca Parkinson,
manager of employee benefits com-
munication.

Other companies praise AT&T's
new managed care network and its
"Work and Family"” benefits pro-
gram. But some of its own employ-
ees never regained confidence lost
when the government ordered the
company split up in 1984, Ms. Par-
kinson said.

A 1989 con:ract with two major
unions allowed the company to im-
plement moderate health care plan
cost sharing. The unions also
agreed to the establishment of a
managed care network, which
AT&T unvei.ed last month (B,
July 23).

That labor agreement also in-
cluded benefit improvements like:
the establishment of flexible
spending accounts for medical and
dependent care; increases in the
company match for 401 (k) defer-
rals and defined benefit pension
plan benefits; the establishment of
a $5 million fund for child and
elder care projects; and the intro-
duction of one-ye ar unpaid family
care leaves as well as the extension

of unpaid parental and adoption

leaves to one year from six months
(BI, June 5, 1989).

Central to the success of AT&T's
communications-a booklet and a
video-was instilling a feeling of
continued strength and caring in
an environment that resists
change.

"There really was a message of
caring amid a tough environment,"
Ms. Parkinson said. -A message
that says the company is going to
provide you with resources in your
family life that are going to make
your work life easier."

AT&T's "Work and Family" pro-
motional booklet and video won
first place in the special projects
category of 1990 Business Insur-
ance Employee Benefits Communi-
cation Awards competition.

AT&T and its in-house produc-
tion staff worked on the package
with four outside specialists:
Hewitt Associates of Lincolnshire,
Il.; Designsmith, a four-person
graphic design company in Arling-
ton, VVa.; and Polestar Films and
Vern Oakley Productions Inc., both
based in New York.

In its sixth year of doing AT&T
benefit communications, Design-
smith tried to create graphic
images that were as innovative as
the company's new benefits pro-
gram yet maintain the formm and
subtlety of previous efforts, said
Howard C. Smith, who founded
Designsmith in 1980.

The program was introduced in
December with a letter from AT&T
Chairman Robert E. Allen and an

overview booklet.

The 9-by-6 /2 inch booklet is de-
signed to fit into a box of benefits
booklets Designsmith has deve-
loped in its five years with AT&T.

Subtlety was maintained by
using various parts of trees as a
graphic thesis statement for the
booklet, said Susan Angrisani, a
senior designer at Designsmith.

However, opening the booklet
with a quote from Mr. Allen
framed by two blossoming dog-
wood flowers probably stretches
the bounds of conformity set by the
black-and-white and graph-laden
benefits booklets produced by
other corporations, she said.

"To be successful now and in the
years ahead, we must be sensitive
to our employees' family responsi-
bilities as well as their job con-
cerns,” the chairman says in the
opening.

"l thought it was a very big step
for AT&T to take to put Bob
Allen's name next to a blossoming
flower." That graphic is "softer”
than images major corporate direc-
tors are usually comfortable with,
Ms. Angrisani explained.

The remainder of the 20-page
booklet describes the "Work and
Family" program benefits. AT&T's
image as a "caring" company is
promoted with soft-colored pencil
and water color illustrations of
farnily scenes.

Despite the softer style, Ms. Par-
kinson said she had no difficulty
selling the idea to corporate board
members.

"When employees pick up the
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Continued from previous page
book and open it, it is very pleas-
ing," Ms. Angrisani said.

Employee screenings began in
February for a 15-minute video,
also produced by Designsmith, ex-
plaining benefit changes.

Tie-ins to the booklet are obyvi-
ous.

As light jazz plays in the back-
ground, the video incorporates

Business Insurance, August 6, 1990 15
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many of the "soft" images found in

the booklet. It opens with the same
tree illustration seen on the cover

of the booklet.

Just as each chapter of the book-
let begins with an illustration of a
different part of the tree, segments
of the film describing each benefit
change open with "portraits” re-
lating to the benefit to be dis-

cussed.

e P O OO _ OO

A spot discussing the excused
workday benefit for 4 'personal
emergencies"” opens with a soft-
focus still-frame shot of an AT&T
employee who has left work to
check on an elderly loved-one.

Fran McGuire, who has pro-
duced about 50 audio visuals in his
10 years with Hewitt Associates,
said his main goal on this project
was producing a tape employees

Interactive communications,
anti-drug use posters honored

The runners-up in the special
projects category are:

= Second place: Aluminum Co.
of America (ALCOA) in Pitts-
burgh.

Talking computers integrated
with laser video disks offer 7,000
ALCOA employees at 10 plants the
latest in interactive employee ben-
efit communications.

The program-"Insight"-corn-
municates with employees through
a recorded voice, cartoon-like
graphic images on a display screen
and a printout.

Employees can check savings
balances, take out a loan, estimate
post-retirement needs and even en-
roll in ALCOA's benefits program
without touching a keyboard.

By responding to questions on a
touch-sensitive screen, employees
can receive projections of invest-
ment performance, savings interest
earned and salary growth. Employ-
ees can use information provided
by the computer on past perfor-
mance in these areas to make these
projections.

A computer-printed graph shows
estimates of an individual's funds

A year after random
drug testing began, it

remains a delicate
issue with workers,

says Terri Craig.

and loan availability for any year,
both in the long and short term.

"You can model various saving
scenarios that you can't do on
paper,” said Dean Stoltz, the em-
ployee benefits manager for
ALCOA.

"And you can not only see the
results, but you can print them out
and take them home to discuss it
with your spouse,” he added.

Michael Trahan, a computer
consultant at Hewitt Associates in
Lincolnshire, Ill., who worked on
the project, described the Insight
system as "the most in-depth, in-
teractive communications system”
available.

"The ALCOA system is clearly
the top-of-the-line system," he
said. "They get the message across
sometimes better than any other
communications effort.”

Touch-sensitive monitors are
similar to those at automated bank
teller machines. The rest of the
computer system and laser-disk
player are housed out of sight in a
cabinet known as a kiosk.

Mr. Stolz said that the system is
"user-friendly" to even the most
skeptical computer user, but con-
vincing employees of this was a
major goal of the communications
project.

"About 25% of our employees use
it quarterly,” Mr. Stoltz said.

In the future, the program also
will offer enrollment and claims
status reports for ALCOA's medi-
cal, dental and vision plans-of-
fered through insurers. For now, it
provides a complete and efficient
benefits communication program
for both the employee and the em-

ployer, Mr. Trahan said.
Controlling the number of em-
ployees needed in the human re-
sources department was another
goal, Mr. Trahan said. He called
the program efficient because em-
ployees don't have to wait to talk

to someone in the human resources

department.

Mr. Trahan noted that the aver-
age session with the "all-in-one"
computer system was less than
eight minutes, while first-time
users required 15 minutes on aver-
age.

The program, which was de-
signed by Hewitt Associates but
programmed by ALCOA staff on
their mainframe computer in Pitts-
burgh, cost about $500,000 and
took nine months to develop, Mr.
Stoltz said.

In addition, each plant pays
$17,000 for each kiosk. So far, 10
plants in nine states have Insight
stations.

"They really like it and they
want more," Mr. Trahan said.

ALCOA expects more kiosks to
be installed in other plants, Mr.
Stoltz said.

* Third place: Southern Califor-
nia Edison in Rosemead, Califor-
nia.

The last thing San Onofre Nu-
clear Generating Station's 3,500
employees wanted to hear was why
drug testing was essential for plant
safety. However, this was what
California Edison's manager of
health care communications, Terri
Craig, had to tell them.

Under a January 1989 Nuclear
Regulatory Commission (NRC)
mandate for substance abuse edu-
cation and facing an August in-
spection of the San Onofre Nuclear
Generating Station (SONGS) by an
independent nuclear power plant
review organization, California
Edison needed to quickly develop a
new substance abuse education
program.

Its response: six posters, de-
signed by Grey Advertising Inc. in
Los Angeles. The posters, with a
press run of 350 each, were posted
throughout the plant intermit-
tently between August and Decem-
ber.

Random drug testing had begun
at the station almost a year before
the first poster went up, but the
issue remained a delicate one, said
Ms. Craig.

"It's a really sensitive subject
area," she said. "To develop a pro-
gram that was not considered of-
fensive was really a high priority."

Michael Browning, the Califor-
nia Edison account supervisor for
Grey Advertising, said the
project's unique challenge was de-
veloping a program that would be
well received by both regulators
and employees.

"We tried to recognize what we
were doing was kind of unpleasant,
but that we had to do it anyway,”
Mr. Browning said.

With subtlety in mind, each of
the 14-inch by 17-inch posters had
only one substance-abuse symbol
surrounded by a large amount of
white space and underlined with
small typewriter-styled messages.
One poster with an illustration of
the SONGS drug-sniffing dog,

Skippy, says to employees, "If your
work weren't so critical, we
wouldn't be so nosy."

"The visuals are sort of under-
stated,” Mr. Browning said. "It's
done in pastel colors and the illus-
trations are done like old-style en-
gravings."”

A spokesman would not reveal
the cost of the communications
program.

The spokesman said that the
NRC had noted the communica-
tions effort, developed in less than
nine months, was a "particular
strength" of the overall drug pro-
gram at the station.

-By Sam Cristy

and outside observers of the new
AT&T program could both appre-
ciate.

Many company videos incorpo-
rate more facts and statistics than
viewers can absorb, he asserted.
Audio visuals should introduce
printed materials which contain
program details, according to Mr.
McGuire.

"Its the music and the pictures
that people remember from the
video," he said.

Company evaluations are not
complete on the 30 small-group

admission meetings scheduled in
15 states this year. But so far em-
ployee response to the program has
been positive, said Vicky Banach, a
work/family manager in the
human resources department.

So far 3,000 employees have
taken advantage of child/elder
care reimbursement account,
which permits them to set aside up
to $5,000 a year on a pretax basis.

Ms. Parkinson would not reveal
the cost of the communications ef-
fort, which was developed between
June 1989 and January 1990. m
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Spiegel spotlights benefits

Top honors go to an inviting personalized booklet

By DEBORAH SHALOWITZ catalog covers, captured first place necessary for the personalized chairman, president and chief ex-
in the personalized correspondence statement except for thrift and ecutive officer of Spiegel, noting

A desne to help employees un- category of the 1990 Business In- profit-sharing plan balances, that this year is Spiegel's 125th
det stand the total value of their surance Employee Benefits Com- which are maintained by another anniversary 1

benefit package spurred direct munication Awards company that supplied Spiegel In the letter, Mr Shea also ex-
mai keter Spiegel Inc to publish The personalized booklet was with a magnetic tape of year-end presses his hope that "this booklet
something other than a catalog-a pi epared by Spiegel staff with as- account balances, Mr Cwik said will help you discover that your |
petsonalized benefit statement for sistance from consultant Hewitt Initial discussions about the total benefits and compensation
employees Asscciates of Lincolnshire, 1l communication prolect were begun package is significant "

"Employees weren't really cog- This is "something that really in July 1989, Mr Cwik said, and The pages of the correspondence

nizant of how good their benefits" made a strong impact,” noted Jen- the correspondence was mailed to describing the employee's benefits
ate, said David Cwik, employee nifer Watson, a communications the homes of 1,500 employees in are pale gray with a very subtle
benefits manager for the Oak consultant at Hewitt who worked March 1990 navy fleck in the paper, the stan- peinies a day " The company at
Brook, Il -based company on the pro}ect Spiegel previously only issued an dard benefit copy is printed in that time was known as Spiegel,
So, Spiegel developed an "Exec- Mr Cwik said Spiegel's goals for annual statement to employees navy while the personalized, laser- May, Stern Co
utive Benefit Statement” for each the communication project also in- that described balances in their printed information appears in Another old catalog cover de-
employee using a laser printer to cluded profit-sharing and 401 (k) plans, black plc tis a woman dressed in a natty
detail both the employee's and the - Stimulating awareness of the Mr Cwik said Separate sections of the book- tapered yellow suit, white gloves,
company's contributions toward company's contribution to govern- Spiegel has received an "over- such as "your health care bene- red overcoat and matching red
such employee benefits as its medi- ment-sponsored benefits, such as whelmingly positive" response to fits," "in case of disability,” "pro- beret, in front of the Capitol, she iS
cal, dental and disability insur- Social Security the personalized statement, Mr tection for your survivors," "de- ho ding a poster saying "For Vic-
ance, a profit-sharing and 401(k) = Providing a link to the com- Cwlk noted pendent life insurance, income tory-Buy United States War Bonds
plan, and workers compensation pany's history through photo- The cover of the 8-by-8-inch for your retirement, " paid time- ani Stamps " The catalog IS from
and Social Security benefits graphs and references from the personalized booklet is made of a off" and "additional benefits"- 1913
On page two of the personalized company's archives thick, glossy white paper and has are delmeated by gray capital let- Mr :wik said that Spiegel is
booklet, Spiegel's total dollar con- « Giving employees a resource to two color photos A picture of the ters superimposed on a thick navy marking the occasion of its 125th
ti ibution to each worker's benefits assist with financial planning company's spring 1990 catalog bar at the top of the page an,iversary in n-any ways, such as
16 added to the employee's annual "Our goal was to present a cover-showing a woman and her Interspersed between the pages sponsoring baseoall game outings
earnings, yielding a total compen- straightforward, personalized and daughter lying in a bed made with of copy are a total of eight pictures anti parties Including the old cata-
sation figuie And, the percentage inviting package," Mr Cwik said deep blue, rose-flowered linens-is of old catalog covers printed on log covers in the benefit statement
of an employee's salary that the The statement reflects the com- centered beneath the capitalized the same white, glossy paper as the was a way "to get in on the party a
company contributed toward bene- pany's "straightforward ap- word SPIEGEL A smaller picture booklet's cover little b.t," he said
lits also is noted proach” and gives employees a of one of the company's first cata- One old cover, from a fall and The back cover of the correspon-
"We wanted to emphasize the "nice, no-nonsense kind of pack- log covers, which shows old fur- winter 1913-1914 catalog, depicts deice has a cutcut window allow-
value of the total Spiegel benefit age,” Ms Watson agreed niture and features the slogan "The a bare-armed worker with a ing the employee's name and ad-
package,” Mr Cwik said The total cost of producing the Cheapest Furniture House in breastplate saying "Buying Power" dress to show rhe personalized
The 18-page booklet, which fea- package was $58,000, according to America," overlaps the spring cat- beckoning to a group of people boiklet was mailed to employees m
tures general and personalized Mr Cwik alog cover slightly on the left The catalog bears the slogans "The a matching pa.e gray envelope
benefit information 1nterspersed Splegel's information systems The cover folds out to reveal a Giant Market Place" and "Won- wi:h a cellopharie window for the
with reproductions of old Spiegel specialists gathered all the data letter from John J Shea, vice dervalues for Homelovers at a few name and address

Coca-Cola, Harlequin selected runners-up

The runners-up in the persona- coverage questions "to challenge something that would provide a and a Spanish version was pro- theme and iternizes benefits
lized correspondence category are employees to think about their total picture to employees and duced for the 400 employees at Harlequin had been issuing per-
« Second place The Coca-Cola benefits," said consultant Gail show them that their company was Coke's syrup-producing plant in sonal benefits statements for sev-

Co in Atlanta Harrison of Hewitt Associates in putting in a sizable share of their Puerto Rico eral years, but the earlier products
Coca-Cola relied on laser print- Atlanta, who assisted the company employee benefits," Mr Jones said The personalized correspondence were single-page, typeset forms "in
ing to produce its most recent per- with the project Sidebars are cost efficient be- also contains a return reply card the manner in which statements
sonalized employee benefit corre- This Q&A format, which coin- cause much of the information on for employees to note changes of used to be done,"” Ms Kaufman
spondence The technology allowed ci(led with Coke's introduction of the primary benefits can remain address and provide comments on pointed out
the soft drink and entertainment flexible benefits, "whetted the em- the same, while the sidebars can be the packet **The old format was very dull-
conglomerate to include in the ployees' appetites for flexible ben- updated annually to keep employ- Coca-Cola plans to release the people weren't reading it," said
margins of each page a -sidebar” efits,"” which were announced to ees interested, Ms Harrison said 1990 version in October, Mr Jones Dawna House, vp of human re-
that contains further clarification the employees by a letter enclosed Coca-Cola has been working said sources for Harl€quin
and information on employee ben- with the booklet, said Larry D with Hewitt Associates in Atlanta - Third place Harlequin Enter- Worse, "it became very apparent
Sfits Jones, manager-benefit planning on its personalized correspondence prises Ltd w Don Mills, Ontario that we couldn't get additional in-
Each page is bordered with a and development for Coca-Cola since 1984, updating the look each Harlequin, a major publisher of formation on oLr statement,”" she
variation of the blue and peach "We had not had a brochure of year to catch the employee's eye, "romance novels," designed ItS sa.d
colors that appear on the corre- this nature before, but for a com- Ms Harrison said May 1989 personalized correspon- Harlequin alsc had to print dif-
spondence’s cover, with a ques- pany as large and diverse as ours, "It's received good reviews (from dence to look like one of those ferent versions for ItS U S and Ca-
lion-and-answer sidebar on health we felt it incumbent to produce employees) m the five years we've novels to create greater employee nallan employees due to Canadian
been putting it out,” Mr Jones interest in their benefits laws requiring additional pension
said It also began using a new print- information, Ms House said
The comments "have been very ing technology that allowed It to With this ir mind, TPF&C

positive and supportive," he said cost effectively change the person- showec Ms House samples oi how
"Employees overall have been in- alized information for its 400 sala- new laser printing technology

I I I I N O I S creasingly impressed with it, and med employees in Buffalo and New wculd enable Harle*un to change
after five years they have grown to York and 350 salaried employees in the text from >ear to year by sin>
expect it," he said Toronto ply changing da:a on a word pro-
When the personalized corre- The cover of the 16-page prod- ces sor, Ms Kaufman said
DO MI Cl LE O F CH O | C E spondence format was Introduced uct, titled "Now and Forever The ' After several years of the same

five years ago, Coca-Cola was one Story of Your Harlequin Benefits," statement, (employees) were ready
of the first companies to personal- features a romantic illustration of for a change " she said

ize its benefits correspondence a rugged man with his arm around Although laser printing is
using the new printing and colla- a beautiful woman and IS graphi- cheaper than t ipesetting, first-
I tion technology, Ms Harrison said cally designed to resemble a Harle- year start-up costs can be expen-
- The eight-page produc:, titled gum romance novel, said Barbara sive, Ms Kaufman said But since
PURCHASING GROUPS "Something of Benefit," describes Kaufman, a principal with TPF&C, mc st of the same information will
* employee benefits and contains a unit of Towers, Pernn, Forster & be used for at least three years,
RlSK RETENT'ON GROUPS personalized information for each Crosby Inc, that has provided with only a few minor changes,
employee, such as accrued retire- Harlequin with actuarial consult- th s ccst is eas ly recouped, she
* PU RE AN D GROU P CAPTIVES ment benefit and the amount in the ing for the past 12 years said
employee's thrift plan account The layout of the product also The company can easily change
*SELF—' NSU RANCE PROG RAMS To suggest a "futuristic” theme, follows the format of a novel the look of the product by modi-
Hewitt created a blue cover with For example, personal informa- fying the cover aid page designs
splashes of complementary colors tion-such as date of birth, hiring The total cost for producing the
throughout the text, which are date, annual base salary, and correspondence was $65 000
FOR INFORMATION CALL: 312/ 558 - 3133 echoed on the matching envelope, spouse's name--comes in a front- $5 3,00) for deeloping separate
Ms Harrison said page "dedication " Canadian and U S versions and
ILLINOIS CAPTIVE INSURANCE ASSOCIATION The cost of producing the corre- Also in keeping with the novel $9 000 for a two-year supply of
3 First National Plaza, Suite 4200 spondence was approximately format, the dedication is followed covers, paper and envelopes
Chicago, IIIinois 60602 $50,000 by an "introduction" signed by The annual cost to update the

The English version of the bro- Harlequin President and Chief Ex- product is $15,000 to $20,000, Ms
chure is sent to 7,000 Coca-Cola ecutive Officer Brian E Hickey, Hcuse said
employees at 140 plant locations, and a "precis," which reflects the -3y Laura Mazzuca
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Improving your support
Service employees also need continuing education

better enable them to handle the
By LAURA MAZZUCA

complex merger (see story, page

B i 16B)
_AS the)_/ |nc.reaS|r.19Iy deal Some firms also use educational
directly with clients, insurance r

r.i i
agency support staffers need-and g::f?;’asms as a tool to help retain
- v r:

want-more continuing education o36*.-'.4 ,, N North | A
than ever before ear o nsurance gency

The soft commercial property/ “ 11 *-1, Inc of Chicago recently hired a

~ i - .* " . . . ..

casualty insurance market is fore-' 2 fF -.'9-,w,, specialist tIO coordinate Lralntlgg
ing producers to spread themselves *0, for employees gained in e
more thinly, increasing the de- "' <,tr h 43 / 2 4 b agenfi);ﬁ many vaU|dS|tt'|10TtSh
mands on support staffers One ca- ey recognize a e com-
sualty,of t i ng|n environ- pany has grown to this size and, in
mentis the long-held idea of <.« 1 -73

ermployes development” ae Smpry ' | Zli- 5.0 9. %>, |tV4’:"92‘4%r8K‘?é|%36‘?ﬁ8|P‘r?d¥H‘§n%es‘/oﬂ?ég

; said Mark Ernst, the new vp-
encouraging producers to pursue

h
professional designations . ”_:_"ha" resources | " o

That notion is proving outdated ese new employees, he said,
as agencies and brokerages are can become productive immedia-
finding that education for support d / 1 te's_/t'fda COfn:F"iny i)an Cohnquer the
staffers not only steps up perfor- B, . - attitude o You ?ug tus, and
mance but can improve morale and / - no[nv yOU'\"Ie gt‘it:”g to 'r?dUS at"

\ ear or uses videotapes,
:’:169":; i:tr:;rv;/;éimover by foster- workbooks and other materials as

"This business has turned into a well as training programs run by
profession rather than a Job," said . emplt?yees to illustrate the
Roger Schonning, president of far 41 . agency's philosophy and operating
Commercial Risk Management IfE 5 5 = methods, he said |
Inc, an agency in Westerley, R |, 4 M Staﬁers"t@"éﬂl‘ﬂ ﬁ‘ m‘tfh’es
with $4 million in annual premium 11#41% 11 =%. | 41%* 15 agencies and bro erages ar OW
volume "Continuing education is
there because you can't do your Job v v O realizing that such people are more
today without knowing what a. apt to stay if they are offered a
you're doing " 13 ) "clear-cut" career path, said Ralph

"Our mission statement is to Scheffey, a vp and director of
serve the insurance and risk man- human resources training & devel-

. m opment for Alexander & Alexander
Zgheamennt y=8S ;fhouilade; 11'im: 511 - L Services Inc in Owings Mills, M
managerat Holmes Murphy s They should see their employer
i i " we doing something to develop them,"
Agency in Des Moines, lowa "To
give them first-class service, we <4 he added ) N
must have knowledgeable people . 4/29 At Hall-which began providing
on staff " g ’ a career track for support staffers
The 150-employee agency re- _ 4 last year-turnover has decreased
1 t 3% fi the first half of
cently hired Ms Ward to structure amos rom the frs . 2 o
a formal education program (see a 1989 to the comparable period this
story, page 16B) year, officials say
’ 7/ = " .

Large brokerages often maintain . Turnover in the Industry IS
in-house training centers Smaller common, "partlcmar'y at the sup-
agencies can tap trade associa- o17.. port level,” and Hall has retained
tions, consultants, and even insur- * these staffers in part by avoiding

C="U-t. sm, the "top-heavy" traming at man
ers for affordable programs (see 4 y : g Y
story, page 16E) brokerages, said Roberta Sal-

State continuing education re- pated in educational programs know what they're doing, says Mr skills- “tools that they can imme- loway-Kyle, manager of training
quirements still apply mostly to 11- For some agencies and broker- Schonning "If we're looking at in- diately use"-for commercial lines and development
censed agents and brokers But the ages, "employee development” surance as Just a policy and a pre- customer service representatives Itisn't unusual for people to
importance of continuing educa- used to mean simply letting pro- mium, we 've done something and account managers, said Don- % ravitate to other positions after
tion is growing for support staff- ducers and principals pursue pro- wrong " d S Schneider, senior vp of three or four years on the job,"”
both because clients demand more fessional designations and neglec- Whlle professional designations human resources in Briarcliff noted Holmes Murphy's Ms Ward
knowledgeable contacts and be- ting the potential of support and producer education remain Manor, N Y With this in mind, the agency de-
cause employees themselves want a staffers, said Arthur B Friedman, valuable, Associated and other Brokerages' continued emphasis velops career paths within each
clear-cut career track senior vp at Associated Agencies agencies now encourage all em- on foreign business and growth by department to offer direction to-

"We are very committed to the Inc in Chicago ployees to participate in seminars, acquisition also makes educational ward other positions in the agency,
idea that people in our agency take But today-when lower commis- workshops and other educational programs more important _ she said _Some positions are _Specif-
continuing education courses,” not sions mean many producers have to ventures Until recently, formal profes- ically designed as "bench jobs,
just to meet state standards but work harder and spread them- "We do everything but mandate sional development plans were where an employee is placed to
because it benefits the agency, said selves thin for volume-support It," said Mr Friedman only a "wish list,” said Ellen learn all he or she can to grow
Robert Johnson, president of staffers have more direct client The result Employees are Kamp, vp-corporate professional into another Job
Charlton-Manley Inc , a Lawrence, contact and need a higher level of smarter and "it has had a ver> pos- development for Corroon & Black Techmcal complexity has always
Kan, agency with $22 million in competence and professionalism, itive effect on the morale of the Corp in New York been a feature of insurance, partic-
annual premium volume he said support department," he said ut as the major houses expand ularly commercial lines But with

Charlton-Manley producers are Risk managers and other corpo- New York-based brokerage abroad, education IS becoming a today's plethora of policy forms,
required to take courses leading to rate chents, whose own education Frank B Hall & Co Inc has res- necessary component of total busl- varylng b)‘/1 insurer and type of
the Chartered Property & Casualty programs have made them more tructured ItS programs to reflect ness plans, she said business, the insurance profes-
Underwriter designation and all sophisticated about risk manage- greater balance ] With [tS merger with Willis sional must really kno what he or
employees who have regular cus- ment, now demand that agency Its Center for Professional De- Faber PLC pending, a conference she is doing in order to succeed,
tomei contact must be licensed as staffers have a comparable work- velopment, an internal program and training center C&B opened said Mr Schonning )
producers, he said ing knowledge of insurance created in 1988 to improve sales last year in Nashville, Tenn, has He offers an illustration VWhen

"It's a matter of peer pressure With bankers, accountants and and management training for pro- taken on added importance Offi- he started in the bus-ness 30 years
and pride," said Mr Schonning, other knowledgeable professionals ducers, was quickly expanded cials hope the training that em- ago, homeowners coverage had 20
whose nine employees, from recep- calling on agencies and broker- In 1989, workshops were added ployees from senior managers to different endorsements, today,

tionist to producers, have partici- ages, support staffers had better on technical and communication support staffers receive there will Continued on next page
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Agents E&O.

Maywe quote
you on this?

Why are so many independent agents turning to the
Insurance Company of Evanston for their own E&0O
insurance? It could be for our undefwriting experience.
Or the stability of our product. Or our attractive rates.
Or all three.

To find out more and to get a quick estimate, call us

today. It could be the best thing you'll do for yourself a1
day. And you can quote us on that.

5111111”””" INSURANCE COMPANY

§9 /1,4 Shatd srenan Piaza
414l 1800-428-957° *

Agent/Broker Topics

Agents, brokers establish

IN-house

By LAURA MAZZUCA

Long an agency and brokerage
buzzword, "growing your own"
employees now is becoming stan-
dard operating procedure.

Driven by market demands for
more professionalism, employee
development and education-for
agency employees ranging from re-
ceptionists to presidents-is now a
staple for virtually every agency.

At most large brokerages, in fact,
education is a budget item. And,
many larger agencies and broker-
ages have created in-house educa-
tion programs, rather than using
outside seminars, to hold down
costs.

Regional agencies without for-
mal education programs can use
many workshops and seminars of-

fered by agency associations, inde-
pendent consultants and insurers.

Employee development, espe-
cially courses leading to profes-
sional designations, can be expen-
sive and time-consuming, but
principals say the benefits out-
weigh the costs.

Success stories are legion. At al-
rnost every agency or brokerage,
executives say, at least one em-
ployee has worked his way up the
ladder with corporate backing and
encouragement.

Training employees to meet a
company's individual needs can be
more efficient in the long run than
hiring experienced-but high-
priced-people from other firms,
agents and brokers say.

Besides, executives say, outside

talent may have to "unlearn” old

Continuing education

Continued from previous page
there are 42.

Some of the technology that
makes such complexity possible,
however, squeezes budgets for tra-
ditional continuing education pro-
grams.

At Berwanger Overmyer Associ-

At United States Life,

our commitment to small

groups just got better.

Introducing The Quality Series /

When we introduced The Quality Series, we proclaimed it: "A
perfect 10 for your group health program,” providing a variety
of multi-option benefits, ideal for small-employer groups. The

Quality Series 11 is everything The Quality Series is. And more.

The Quality Series 11 provides small-group coverage for
catastrophic claims at a lower, more affordable cost while
maintaining the comprehensive coverage of our traditional
plans.

The Quality Series 11 is designed to shift the responsibility of
routine claims to the insured via a higher deductible and coin-
surance. As a result, the employer's annual premium is lower.

For more information, call your general agent
or our toll-free number,

+ 1-800-344-3481.

uali19 11 1

RASERIES/

At United States Life, we make quality a priority. Every day.

EXECUTIVE OFFICES:

THE UNITED STATES LIFE Insurance Company
125 Maiden Lane

New York NY 10038

GROUP OPERATIONS CENTER:

THE UNITED STATES LIFE Insurance Company
3600 Route 66 - PO Box 1580

Neptune NJ 07754-1580

THE UNITED STATES LIFE |nsurance Company

A UYIFE COMPANY

ates in Columbus, Ohio, the
amount of money from the educa-
tional budget spent on automation
training has doubled since 1986,
says Jerry Esselstein, chief operat-
ing officer and treasurer.

Ten years ago, that budget went
primarily to formal designation
programs, but now a big chunk is
set aside for purely technical
training, he said.

Standardizing use of the
agency's "90 various kinds of elec-
tronic devices" by its 105 employ-
ees can be a problem, said Mr. Es-
selstein, adding that he attends an

training programs

habits. "If someone is eager to
learn, we'll offer them any tools we
can" to help them succeed, said
Kathy Romano, vp of sales at Near
North Insurance Agency Inc.

A realization this year that many
talented employees needed formal
insurance training before they
could advance prompted change at
the Chicago agency.

Near North-which recorded
$223 million in premium volume in
1989-hired a human resources
specialist and began stressing sup-
port staff development, said Ms.
Romano.

Employee education can offer a
competitive edge, especially at
small agencies, which often lack
highly trained specialists.

Large companies see other

Continued on next page

annual seminar "that just shows us
how to use all the buttons on the
phone."

Of course, training programs for
staffers, no matter how they're
done, will cost the agency or bro-
kerage money. But the final pay-
back-in skilled employees, a com-
petitive edge, and less employee
attrition-means the programs can
pay for themselves.

"Long term, there is no cost for
education,” said Mr. Esselstein of
BOA. "We have to commit to ongo-
ing professional education, with or
without a designation.” 1

JEWELERS BLOCK

SYMONS INSURES THE

JEWELRY

Retail, Wholesale

INDUSTRY

and Manufacturing

Jewelers Need This Coverage.

OUR MANAGING GENERAL AGENCY OFFERS:

+ A Detailed Guideline To Explain The
Proposal and Key Areas of Coverage.

* Prompt Quotations From Our
Computerized Rating System.

- A Highly Experienced Staff To
Assist You In Making The Sale.

* In-House Binding Authority.

WITH OUR SUPPORT LET US MAKE YOU
A SPECIALIST.

*,RR SYMONS INTERNATIONALGROUP, INC.

I 5900 North Andrews Avenue, Suite 800

Fort Lauderdale,

- e Broward (305) 772-5061
Fax (305) 772-9873

AVAVE—2 Vg |

Florida 33309
WATS 1 -800-448-6626
Telex 51-4422



Continued from previous page million last year-spent an esti- of the six are still with the agency roon & Black Corp in New York - agement development and busines

value; to education Such pro- mated $40,000 to $50,000 per Many brokerages recently have In 1986, the brokerage began an skills, he said
Li ams can help them absorb em- trainee in schooling, training, sal- erpanded educational efforts to in- education program specifically to And the National Assn of Pro
plovres following the mergers and ary and expenses clude support staffers But most train new producers in technical fessional Insurance Agents' Certi
Equisitions that have become such In the long run, "$50,000 is agency educational programs skills like E&O prevention Since fied Professional Service Repre
an esential part of brokerage cheap,” since hiring an experi- began as a training ground for pro- then, Corroon & Black also is em- sentative program-tailored t,
i owth enced account executive from out- ducers and this remains an impor- phasizing employee development, C&B's needs-is offered in-hous€
Holmes Murphy & Associates side would cost more, said Mr tant element college recruitment and executive said Ms Kamp
Inc of Des Moines, which reported Friedman But best of all, he adds, Brokerages frequently train pro- development as well as producer An estimated 4,000 employee
1989 piemium volume of $80 mil- Associated Agencies was able to ducers in conjunction with college training, Ms Kamp said have attended the workshops sinc
hon, hit ed its human resources educate "green trainees" to its own recruitment programs because "we In addition, workshops have they began in 1986 The overal
managet, Sharon Ward, after specifications realize it is getting more and more been enhanced to offer internal program costs about $750,000
meigers and acquisitions nearly The fledgling account execs difficult to recruit new people,” training at all levels, including year
doubled its staff-to 150 from 78- learned "from the mailroom up," said Ellen Kamp, vp-corporate "non-technical" topics like sales A&A also divided its educationa
since 1986 said Mr Friedman, noting that two professional development at Cor- training, communications, man- Continued on nert pag

M. Waid has developed man-
agement and technical training
pi ogi ams to teach new employees
-ompanv policies and to improve
Leamwoi k

Education piogiams are nothing

new foi laigei brokerages But
manv like Near North and Alex-

andei & Alexander Services Inc,

- - IS YOUR SUPPLIER OF DRUG
have zecently hited specialists to
Jveisee their programs and have

siven branches and divisions more INFORMATION PROVIDING

iuthotitv over their content
-Oul goal is to upgiade every-
oodvV's skill sets because when you THE RIGHT DIRECTION™?
Ic) fiom being a small company to a
Dig company, lack of skill can get
n the way," said Mark Ernst, vp of
*iuman zesources at Near North
Neai North recently broadened :/ *4 44'
t, piogiam to emphasize the
agency's specific procedures and
,eivices. build morale and team-
,voik skills, and gain "bench
diength” by grooming staffers for
ighei positions, he said
Some companies also are touting
lecentialization of training pro-
Bams asa way to give regional v ,-2 ' 4%3'fp4244', .-
nanagers more control over how +SUCCESS+1M

heir staffers are trained " ' 1 '* '
In 1987, A&A appointed six re- ! " = >
Donal training managers, who m 1 1 , ,

ui N report to their own regional
lizectors, said Ralph Scheffey, vp

and national director of human re- " -'=6.=X-wil ws. RANGE i LESS

,ources training and development

Mi Scheffey, who is based in AT 6*6 1
A&A's central training facility in . f f’: '1 *. 1

Dwings Mills, Md, was recently

4*1<4
iffices F " f*fy ”14*41 lf. v_ , 4

Internal training programs can
oe ielatively economical for large
Dompanies, which can tailor pro-
rams to meet their specific needs
Costs can be further controlled
bv hiring full-time instructors,
tather than paying fees to outsid-
214, or by having senior staffers In 1973, Medi-Span was founded on the philosophy of

Leach woikshops or seminars providing the health care industry the most accurate and

Employees at Near North and ! i i i
timely drug information available.

other agencies have the added con-
venience of attending courses lead- Since then, Medi-Span has grown to serve over 25,000

ing to professional designations at customers nationwide-from physician's offices and hospital
their workplace Near North hires . .
and retail pharmacies, to drug manufacturers, wholesalers,

instructors from the Insurance

School of Chicago to teach in- and insurance companies-institutions whose decision-

house Plogram in General Insur- making abilities depend on access to the most up-to-date,

ance (INS) classes authoritative and reliable clinical drug and pricing informa-

The thriving cottage Industry of
tion available.

internal education indicates that
bi okers are abandoning their tra- But Medi-Span is more than a drug information supplier.

ditional sources of new producers We're a team of computer scientists pharmacists and other

' For years, brokers did recruit-

ing from insurance companies be- health care professionals whose experience and expertise
cause they did great training but allow us to translate and tailor this wealth of information into

Lhe salaries weren't competitive viable, working solutions to your patient care, pharmaceutical

with brokers," said Mr Scheffey of .. d t tai t bl
A&A When insurers "got smart” pricing, and cost containment problems.

and raised their salaries, that pool Don't be misled by promises or databases which don't
fhiank supply the in-depth information you need and deserve.
Medi-Span is the information specialist with the capabilities

Brokers now bear most of the

buiden of developing producers,

Lhough some still turn to insurers and the resources to get the job done. Medi-Span...let us
[ot help with training help point you in the right direction.

For instance, when faced with a For more information about our electronic databases
,hortage of commercial property/
LaSualty account executives in and drug pricing guides-take the first step and call us at

1987, Associated Agencies Inc 1-800-428-4495.

filed six candidates straight out of

college The candidates received YA Gad

nine months of training at the U - q ! - a n®
agency's Chicago headquarters 1 -=-=- II ¥V -==- 1
They then were sent to a two-week Know|edge At Your Fingertips
Haitford Insurance Group pro-

gram, after which they become li-

conwd producers, said Senior Vp
Aithur B Friedman

Associated Agencies-which re-
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Continued from previous page.
programs into five areas: manage-
rial supervision, sales and market-
ing, technical training, communi-
cations, and professional
development.

Like C&B, Near North broad-
ened the scope of its program last
year. Where only insurance topics
were once taught, now more pro-
fessional and sales-related topics,
such as communication skills and
management techniques, are in-
cluded, said Ms. Romano.

At least 100 employees in various
Near North divisions are expected
to participate in the program next
vyear. Management and training
programs are now to be dictated
from the department head down,
says Mr. Ei-nst, the vp-human re-
sources recently hired to coordi-
nate the efforts.

Some 630 Frank B. Hall & Co.
Inc. employees attended 20 work-
shops offered in Briarcliff Manor,
N.Y.. last year, and 750 are ex-
pected to attend the 30 workshops
offered this year at various loca-
lions. said Donald S. Schneider,
senior vp of human resources for
the Now York-based brokerage.

.This year's workshops-taught
bv outside experts or Hall person-
nel-include selling skills, sales
leadership and financial analysis.

One of the most significant
changes in educational programs is
a new emphasis on offerings for
support staff. Creativity may prove
a hallmark of these new programs
as bi-okerages employ video and
computei- programs to keep
staffers up to date.

At 18 Hall field offices, for in-
stance, support staffers use "corn-
puter games,"” according to Mr.
Schneider. These interactive, self-
study computer programs are ideal
teaching tools for subjects that
range from introductory overviews
to more complex topics like risk
management strategy. Tests are in-
cluded in the programs.

Use of these programs cuts costs
by keeping staffers in-house rather
at seminars and workshops, Mr.
Schneider added.

Alexander & Alexander also
makes use of computer-based in-
surance training, which is ap-
proved for required continuing
education credits in some states,
Mi-. Scheffey said.

"Our people fell in love with this
computer training,"” he said.

The brokerage uses Dallas-based
Agency Management Services
INnc.'s "Insurance Games" soft-
ware, which offers both interme-
diato and advanced training.

Libraries at many A&A branches
carry the IBM-compatible software
so that employees can check the
programs out, he added.

Not all educational workshops
are confined to business.

Berwanger Overmyer Associates
in Columbus, Ohio, for example,
picks up all costs for industry-re-
lated courses, but also "negoti-
ates" reimbursement for personal
enrichment programs, said Jerry
Esselstein, the agency treasurer
and chief operating officer.

And at the request of employees,
The Woodsmall Cos., an agency in
Kansas City, Mo., recently started
offering in-house sessions on
topics like making a will, raising
healthy children, and teens and
drug abuse, said Peter L. Woods-
mall, president of the $65 million
annual premium volume agency.

"They don't have anything to do
with insurance, but they build mo-
rale,"” he said, noting that the edu-
cation programs cost the agency
$33,000 a year.

Brokerssay one area that is in-
creasingly important is executive
and management training.

"The brokerage business is based
on expert people, not just business
managers," said Mr. Scheffey of

*48:A. "There is a dire need to de-

velop these. It's now almost ur-
gent/'

Despite its separate educational
division for developing managers,
A&A still hires managers from
other firms. Mr. Scheffey says he
hopes to change that by developing
a program to let the brokerage
train its own management.

A&A also put together a task
force in March that will develop
methods "to make A&A the em-
ployer of choice" for recruiting
and retaining managers, he said.

Other companies already are
stressing management training and
development.

In 1986, Holmes Murphy, the Des
Moines agency, found itself
strapped for managers after a se-
ries of acquisitions.

Its response: a program designed
to foster leadership and manage-
ment skills within the organization

and available for everyone from
team leaders to department man-
agers and senior executives.
Management turnover has since
decreased to less than 10%

throughout the agency, Ms. Ward
J

'Our people fell in

love with this
computer training,’
says A&A's
Mr. Scheffey.

said.

Even Frank B. Hall-notable in
recent years for its high-profile,
and reportedly top-dollar hires
from comfetitors (BIl, Feb. 27,
1989)-says it is changing gears.

Efforts that had gone into re-

cruiting talent from other major
brokerages is now put into man-
agement training programs, Mr.
Schneider said.

Frank B. Hall is offering two
management 'courses this year:
"Front Line Leadership"” and
-Managing to Profitability.” And.
the company plans to introduce an
executive training program em-
phasizing organization and strate-
gic skills next year.

While larger brokerages are for-
malizing their training programs,
smaller agencies tend to take a
more informal approach, however.

"We can't afford an inside train-
ing person, but | realize it's an in-
vestment in the future," said Ro-
bert Johnson, president of
Charlton-Manley Inc., an agency in
Lawrence, Kan., with $22 million
in annual premium volume.

Charlton-Manley pays all educa-
tion costs, including seminar fees,

transportation, registration and
materials.

New producers work closely with
their principal mentor, the agency
sales manager. Mr. Johnson esti-
mates that new producers must
work at least three years to gen-
erate enough revenue to offset
training costs.

High training costs mean it's
usually easier for larger agencies
or brokerages to "grow their own,"
than smaller ones, said Roger
Schonning, president of Commer-
cial Risk Management Inc., a $4
million annual premium volume
agency in Westerley, R.I.

But, he warns, even' the major
players can lose out if employees
"don't know where they're growing
to. The candlemaker doesn't neces-
sarily make a good blacksmith."

Mr. Schonning says he encour-
ages employees to aim for advance-

Continued on next page
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ment. But he doesn't necessarily con-
done switching staffers from personal
to commercial lines, for example,
since they may have an aptitude for
one and not the other.

At Commercial Risk Management,
new employees begin with a standard
personal development program pro-
vided in workbook form by the Inde-
pendent Insurance Agents of America
Inc. 'At the same time, they take
weekly classes offered by state agent
associations.

After completing this self-study
program, neophytes are required to
take the Accredited Adyisor of In-
surance designation program.

Most staffers stop here, but prod-
ucts and service account executives
are expected to work toward the As-
sociate in Risk Management designa-
lion. Mr. Schonning said. Producers
planning to become part owners of
the agency must add a Certified In-

surance Counselor or Chartered
Property & Casualty Underwriter
designation as well.

Like many smaller agencies, Com-
mercial Risk Management subsidizes
the cost of education programs. Pro-

High training costs

mean it's easier for

larger agencies to
'grow their own,' says
Mr. Schonning.

fessional designation programs, not
individual seminars and workshops,
drive up the cost of employee devel-
opment, agency officials note.

BOA plans to spend about $50,000
on continuing education in 1'990.
That relatively modest figure only in-

cludes direct costs such as tuition,
and doesn't reflect indirect costs such
as lost work time, says Mr. Esselstein.
However, he believes that the total
investment is well worth the cost.

And some brokerages, like Arthur
J. Gallagher & Co. Inc., give employ-
ees a bonus when they receive a des-
ignation-$1,000 for a Chartered
Property & Casualty Underwriter,
$300 for an Associate in Risk Man-
agement-said George McWeeney, a
vp of public relations and training.

However, he and other brokerage
executives recommend that educa-
tional programs be monitored closely
to ensure their effectiveness.

BOA has heeded such advice.

The human resources department
at the Columbus-based agency not
only oversees all employee education,
but appoints a "lieutenant" in each
department to document the cour-
sework done by each employee, Mr.
Esselstein pointed out. |
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Agencies take advantage
of insurers’' assistance

In training employees

By LAURA MAZZUCA

INncreased salaries at insurance
companies make them a less prom-
ising target for brokerage recruit-
ment, but insurers remain an im-
portant source of 'training for
future producers.

Insurer-sponsored programs, de-
signed for all levels of agency em-
ployees and sometimes offered to
agents free of charge, are espe-
cially useful for agencies that are

too small to afford internal train-

ing programs. And, even the lar-

WHEN YOU CONCENTRATE
ON DOING ONE THING,YOU GET
TO BE VEM VERY GOOD.

The best way to meet the special needs
of the personal insurance market is with
resources dedicated solely to them. That's
why we created our new. separate Personal

Insurance Divisioh.

We're operating this new division with-
a single-minded focus and commitment to
excellence. And we're making the investment

in people and technology to make it work.
Which means we'll do whatever it takes to be

completely responsive to our agents and

customers.

We're placing our personal lines
professionals out on the front lines in the
markets we serve. And we're giving them
greater freedom to write their own business.

Plus. we're streamlining our entire
operation with centralized processing. to be
followed shortly by new automated systems
that will allow us to provide new standards

of service.

So remember. if you'd like to work with
professionals who are totally dedicated to
personal insurance. you now have a new

source to think about.

MarylandCasualty

Personal Insurance

A member of the worldwide Zurich Group.

gest. brokers take advantage of the
insurer-sponsored programs.

Economics aside, the training
programs also can build loyalty
between insurers and brokers.

"There has to be some fiber to
the broker-insurer relationship be-
sides the price and the market,”
said Jerry Esselstein. chief operat-
ing officer and treasurer at Ber-
wanger Overmyer Associates, an
agency in Columbus, Ohio.

BOA has made a concerted effort
in recent years to tap into the "ex-
cellent” training programs its in-
surers offer customer service rep-
resentatives, principals and
producers, Mr. Esselstein said.
Using such programs not only af-
fords top-notch training, but also
strengthens ties between the com-
panies, he said.

Insurer-sponsored programs can
be especially valuable for interns
or new producers just learning
"the real nitty-gritty"” of the busi-
ness, said George MeWeeney, vp of
training and public relations at
Arthur J. Gallagher & Co. in Roll-
ing Meadows, llI.

College interns at Gallagher take
a four-week course on insurance.
That program, offered by the in-
surance units of CNA Financial
Corp. in Chicago, gives them an
idea of how the business operates
from the insurer's side, said Mr.
MeWeeney

CNA has been offering agent
training for 20 years and still is ex-
panding its course offerings: said
Irv Cohen, CNA's manager of
agency development and product
training.

Its Agency Development and
Product Training program-
ADAPT-is open to all CNA
agents, said Mr. Cohen.

ADAPT includes agency man-
agement seminars, producer train-
ing and self-study courses for sup-
port staffers. They are -an
inexpensive way of meeting" state
training requirements, Mr. Cohen
said.

Local agents are invited to man-
agement seminars at CNA offices
around the country.

The technical training school, in
which Gallagher interns are en-
rolled, is an intensive four-week
program offered only in Chicago.

Classes typically are limited to
15 to 25 students and usually are
taught by CNA personnel hired
solely to run the courses.

About 1,200 people are expected
to attend some 60 seminars sche-
duled this year. The programs and
all related learning materials are
offered free to agents, said Mr.
Cohen.

"Our goal is to provide unique
training to agents,"” said Mr.
Cohen.

Producers for Hartford Insur-
ance Group can participate in a
six-month "cluster training” pro-
gram offered for Hartford's own
underwriters at five training cen-
ters, said Christine L. Davis, direc-
tor of training and education for
the commercial market segment at
the Hartford, Conn.-based com-
pany.

Established in 1987, the program
provides entry-level training for
underwriters and is taught by
Hartford underwriters with eight
to 15 years of experience. The one
or two agents allowed in each ses-
sion of the twice-a-year course pay
about $6,000 for materials.

Classroom work is combined
with case studies and real-life un-
derwriting examples in which pro-

Continued on next page
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Continued from previous page
ducers are clustered with Hartford

underwriters at their offices and
work on actual cases, said Ms.
Davis.

"They get to see exactly how an
underwriter handles a piece of
business," she adds. "We feel that's
where we're different from other
companies."

Not all insurer training focuses
solely on producers.

Since 1932, Hartford-based
Aetna Life & Casualty Co. has of-
fered its agents a free four-week
training course. But the insurer
also recently added a program for
customer service representatives to
meet a growing demand for sup-
port staff training.

Its program-Systematic Train-
ing for Agency Growth and Effec-
tiveness. or STAGE-began as a

1986 pilot project combining class-
room work and self-study for
CSRs, said Artemis Tsagaris, a
human resources manager in the
company's commercial division.

Aetna personnel teach the course
at several field offices. Agencies
pay $400 per student and the pro-
gram takes between six months
and a year to complete, depending
on a staffer's pace.

Most training programs are
geared toward beginning pro-
ducers, though some intermediate
and advanced courses are offered.

By opening its own school in
September, Chubb & Son Inc.
hopes to fill what it considers a
"void" in training for experienced
producers, said John Stites, vp and
national manager of training edu-
cation at the Warren, N.J.-based
company.

The school, Chubb's first attempt
at formal classroom training, is to
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begin with a three-day program on
excess/surplus lines and umbrella
coverages.

Designed for producers with
three to five years experience, the
program is highly detailed, "not
just an overview," said Mr. Stites.

Instructors are to include senior
Chubb managers like the managing
director of excess umbrella cover-
age, the national claims manager
and the manager in charge of rein-
surance, he said.

Chubb will offer the first session
offsite in New Jersey. Agents and
brokers will be charged $1,200 for
the three days, including housing.

Next year the company hopes to
add courses on directors and offi-
cers liability, energy, underground
storage tanks and other complex
coverages that are in demand, he
said.

"It's not Insurance 101:" Mr.
Stites rermarked .,

Agencies establish
recruiting programs,
iInternships to attract
university students

By LAURA MAZZUCA

Insurance agencies and broker-
ages are giving producer recruiting
and internships the old college try.

College recruiting and summer
internship programs are becoming
a popular alternative to hiring ex-
perienced producers from insurers
or other agencies.

Costs, especially for paid intern-
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ships, are "relative." since branch
offices that do the training get an
employee's services fairly inexpen-
sively, said Ellen Kamp, vp-corpo-
rate professional development at
Corroon & Black Corp. in New
York.

C&B introduced its college re-
cruiting program three years ago
when it became evident that re-
cruiting experienced producers
was becoming difficult and more
costly. she said.

The program, now used by about
seven offices, begins with screen-
ing of prospective trainees. Re-
cruiting teams set up at participat-
ing offices are responsible for final
hiring decisions, said Ms. Kamp

Recruits go through a series of
on-the-job programs in conjunc-
tion with several of C&B's major
insurers. After a year, they can
apply for a position elsewhere in
the brokerage.

Thirteen of the 17 trainees who
completed the program in 1989 and

1990 have been hired for the 1990-
91 year.

One of the industry's most suc-
cessful recruitment programs is
conducted by Arthur J. Gallagher
& Co. in Rolling Meadows, lIl.

Launched in 1965 by John Gal-
lagher, who is now vice chairman
of the brokerage, it is also one of
the longest-running, said George
McWeeney, vp of training and
public relations.

"He knew that in order to grow,
he was going to need new pro-
ducers and couldn't always hire
them from other brokers or insur-
ance companies,” said Mr.
McWeeney, who oversees the in-
tern program.

Early on, recruiting proved diffi-
cult, Gallagher, then a smaller bro-
kerage, faced heavy competition
from the alphabet brokerages on
college campuses, he said.

But by offering internships, Gal-
lagher found it could avoid the risk
of rejection. Interns were intro-
duced to the business and allowed
to "live the life of a broker for the
surnmer," said Mr. MeWeeney.

Warren G. Van der VVoort Jr.,
now vp of mergers and acquisi-
tions, was the program's first in-
tern. His brother Gary, now vp in
Gallagher's eastern region, came
the next year as the second intern.

Thirty-five students from around
the dountry are participating in the
program this summer, said Mr.
MeWeeney.

For 1990, the program was ex-
panded to include a single intern
in Gallagher's benefits services di-
vision and another at Gallagher
Bassett Services Inc., the bro-
kerage risk management consult-
ing and claims management unit.
The other 33 interns are learning
property/casualty brokerage, in-
cluding 13 at Gallagher's Rolling

Meadows headquarters.

Each branch has an annual in-
tern quota. Likely candidates are
suggested by managers and other
Gallagher employees, friends and
relatives, and insurers.

Representatives of about 80 col-
leges also contact the broker regu-

larly. anxiously trying to find in-
ternships for their students, said
Mr. McWeeney. Gallagher prefers
students who have just completed
their sophomore years and can
work for the brokerage for two

Continued on next page
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After nine weeks of in-house
training, interns each summer par-
ticipate in a one-week, classroom
program on the basics of insurance
and Gallagher operations.
Instructors-all Gallagher em-
ployees-"are heavily laced with
former interns," he said. And ad-
dressing the classes are executives
like John Gallagher; Chairman Ro-
bert E. Gallagher; and President

and Chief Operating Officer J. Pa- -

trick Gallagher.

Interns returning the next sum-
mer are put into "rotational as-
signments" with different operat-
ing units, including at least four
weeks in sales. Interns go on calls,
to meetings, and put proposals to-
gether; "we try very hard not to
make office clerks out of them,"
added Mr. McWeeney.

Weekly reports by both interns
and supervisors in the various de-
partments are used to determine
who will be offered a job or an-
other internship.

Gallagher says it spends $80,000
to $100,000 a year on the program,

most of it on intern salaries of
about $1,000 a month.

But the program, says Mr.
MeWeeney, pays off: About 110 of
the 150 people who have partici-
pated since 1965 have been hired
and about 75% of those hired are
still with the company.

"Our goal is to let students as-
sess a career selling an intangible
product and give them an opportu-
nity to assess the industry,"” he
said.

But another brokerage executive
warns of potential problems with
internship and college recruiting
programs.

For one, over-enthusiastic bro-
kerages can take on too many

trainees, overburdening the pro-
ducers in charge of training, said
Peter L. Woodsmall, president of
The Woodsmall Cos.

The Kansas City, Mo., brokerage
dropped its college graduate train-
ing program in November 1989,
after fewer than two years.

Five trainees with general busi-
ness backgrounds had been drawn
from regional colleges and univer-
sities, said Mr. Woodsmall.

Hiring a training director to
teach them may have contributed
to the problem because trainees
didn't get the individual attention
they needed from producers, he
said.

Another contributing factor may
have been the lack of sales back-
grounds among the first class.
"They produced new business, but
just were not progressing fast
enough," said Mr. Woodsmall.

Another disadvantage: Trainees
were not given existing books of
business to work from. "Maybe it
was destined to fail because of the
way we structured it," he allowed.

The trainees were paid a varying
base salary and new business bon-
uses in their second year of train-
ing. With the training director's
salary, the total cost for Woods-
mall was $150,000 and $160,000,
he said.

Today, only two of the original
five trainees remain at the agency.

Woodsmall's luck has been con-
siderably better with a summer in-
ternship program, now in its fifth
vear.

With only two interns-who have
just finished their sophomore or
junior year-the total cost is about
$6,000 a year, said Mr. Woodsmall.

Three former interns have been
hired, two as producers and one as
a production trainee. 1
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Industry taking new step
toward standard interface

Bv LAURA MAZZUCA
and MARK A. HOFMANN

CHICAGO-Agents, insurers and
automation vendors say they are one

step closer to adopting a system to
standardize interface between firms.

The Alliance for Production Tech-
nology, a joint venture of several in-
surers and system vendors, is devel-
oping standardized software
designed to eliminate much of the

"fragmentation” that has hampered
agency/company interface, said Phi-
lip L. Engel, vp-corporate services for
the property/casualty units of Chi-
cago-based CNA Financial Corp.

Although the industry has been at-
tempting to achieve a single-system,
single-entry interface for at least a
decade, most insurers still rely on
proprietary systems. This forces
agents to use different systems for
each insurer they represent.

There are many good reasons to "invest”
in an Excess & Surplus Lines Company.

A critical one is:

The new, for-profit venture will
promote the use of standard soft-
ware that would reduce the need for
agents to enter the same data into
their systems for different insurance
companies, Mr. Engel said.

Standardized software would en-
able agents to transmit and retrieve
information from multiple insurers
without having to enter data on a
buyer more than once, explained

Continued on nezt page
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Agent/Broker Topics

PIA, IIAA leaders to discuss merger this month

By LAURA MAZZUCA

ALEXANDRIA, Va.-Officials of
the nation's two largest property/ca-
sualty insurance agent trade associa-
lions plan to meet Aug. 21 to discuss
the feasibility of a merger that, until
last month, one side had considered
unthinkable.

An "open roundtable kind of dis-
cussion” is to be held at a "neutral
site" near Alexandria, Va., headquar-
ters for both the National Assn. of
Professional Insurance Agents and
the Independent Insurance Agents of
America, said PIA President Richard
Yingling.

Eight PIA officers and the eight-
member IIAA executive committee
are to participate, he said. Repor-

ters and other observers probably
will not be admitted.

"We want to be careful that we
don't shoot each other in the media;
that would impinge on the proceed-
ings," Mr. Yingling said.

The PIA surprised observers by re-

questing the meeting last month. The
move came in the wake of the asso-
ciation's July 14 directors meeting,
which was followed by a letter from
PIA's Mr. Yingling to IIAA's Presi-
dent Southgate Jones, suggesting a
meeting within 30 days (BI, July 23).

That overture shocked observers
accustomed to PIA's longstanding
opposition to any discussion of a
merger (A/BT, Oct. 3, 1988).

Mr. Yingling cited uncertain mar-
ket conditions as the primary reason
for the overture.

"There are too many problems
within the insurance industry ranks,
particularly with markets," said Mr.
Yingling, who noted that insurers are
pulling out of personal lines markets
in several states.

A merger would help both orga-
nizations by enhancing their
strengths and consolidating pro-
grams-like education, legislation,
consumer outreach and advertising
programs-where the groups now
compete, he said.

Agent-insurer interface

Continued from previous page

Tom Eustace, chairman and chief ex-
ecutive officer of Applied Systems
Inc., an agency automation vendor
based in University Park, lll. Applied
Systems is a partner in API'.

Other partners, besides Applied
Systems and CNA, include: Agency
Management Services Inc., an agency
automation vendor based in Dallas;

Fireman's Fund Insurance Cos. of

Novato, Calif.; New Hampshire In-
surance Co., a Manchester, N.H.-
based unit of American International
Group Inc.; and Hartford, Conn.-
based Travelers Corp.

Agency Management Services, in
turn, is jointly owned by CNA, Fire-
man's Fund and New Hampshire.

Other insurers and software ven-
dors that have been invited to par-
ticipate in APT include: Redshaw
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"We have to see if there's a bet-
ter, less expensive way to do the
work we're doing," he added.

Mr. Yinglmg also admitted that the
PIA board's reversal on merger talks
was probably strongly influenced by
merger activities between the Profes-
sional Insurance Agents of Minnesota
and the Independent Insurance
Agents of Minnesota (A/BT, July 2).

Mr. Jones expressed concern about
whether PIA's offer is "for real” be-
cause of its historical strong opposi-
tion to merger discussions.

He said he is optimistic about the
upcoming meeting, but a letter to
Mr. Yingling dated July 17 is tem-
pered with skepticism.

"For the past several years it has
been our objective to provide inde-
pendent insurance agents with a uni-
fied national voice. PIA has repea-
tedly rebuffed our initiatives for
reasons that remain a mystery," Mr.
Jones wrote.

According to a chronology pre-
pared by the IIAA, the PIA has a

Inc., a Pittsburgh-based vendor;
Hartford Insurance Group of Hart-
ford, Conn.; St. Paul, Minn.-based
St. Paul Cos. Inc.; Basking Ridge,
N.J.-based Crum & Forster Corp.;
and Kemper Group's national insur-
ance companies in Long Grove, lll.

AFTr products will conform to and
build on the standards established by
ACORD and the Insurance Value
Added Network Services. ACORD,
formed m the 1970s by the insurance
industry, sets data processing stan-
dards for insurer-agency transac-
tions, while IVANS, launched in the
early 1980s, is an industry-sponsored
electronic data network.

As an "alliance of competitors,”
APT is a first in the agency soft-
ware vending industry, and stands
a good chance of succeeding, said
Gregory A. Maciag, vp and treasurer
of ACORD, based in White Plains,
N.Y.

"Our reaction is very positive be-
cause it's just another way to imple-
ment ACORD standards," he said.

Many in the industry are optimistic
that API' may launch a new era of
cooperation between vendons, agents
and insurers.

"Automation of the exchange of
information between insurance com-
pany and agency is very important to
the future success of our industry,"”
said Giles Madray, senior vp-admin-
istrative operations for Alexander &
Alexander Inc. in Owings Mills, Md.
"We need to reduce our overhead cost
by providing the product to our cli-
ents, thereby reducing the price of
the product we sell.”

"What this does is put a lot of the
fragmentation behind us," said
CNA's Mr. Engel. "Instead of spend-
ing so much time talking about it,
we'll be able to have a standard.”

With consumer pressure for an im-
proved delivery system increasing,
the time seems right to break the
"gridlock"” of proprietary systems,
said David Wroe, president and chief
executive officer of Agency Manage-
ment Systems, one of the APT part-
ners. APT has been on the drawing
board for nine months, he noted.

Even some consumer activists say
the development of AFr is a step in
the right direction, although not nec-
essarily for the same reasons cited by
industry spokesmen.

"In preparation for the inevitable
repeal" of the McCarran-Ferguson
Act, "companies realize they can't
rock along as they used to," said J.
Robert Hunter, president of the
Alexandria, Va.-based National In-
surance Consumers Organization.

As pressure mounts from direct
writers and banks entering the busi-
ness, insurers finally realize that they

must offer more automation to suc-

cessfully compete, Mr. Hunter said. A

long history of turning down con-
solidation attempts on both the state
and national level.

Merger discussions were first held
in 1981, when officials of both asso-
ciations signed a joint resolution to
study merger feasibility.

Three months later, PIA directors
decided to terminate further merger
talks. Members of both groups bene-
fited from a healthy competition be-
tween the two, the directors said at
the time.

PIA directors went a step further
in 1983 by unanimously adopting a
resolution stating that it was "not
interested in merger" with the I1AA.

Attempts at consolidation on a
state and regional level also were
squelched by the national PIA. When
the Indiana and New England affili-
ates of the PIA conducted prelimi-
nary surveys to determine the feasi-
bility of merging with their IIAA
counterparts, the national PIA inter-

vened, calling such a step "ill-ad-
vised."”

standardized automation system
"could mean a real era of head-to-
head competition" between direct
writers and independents, "which is
good for us," he said.

CNA's Mr. Engel said that one im-

petus for the development of API'
was a desire to hold the line on insur-

ance costs.

"Consumers want somebody to
work on cost reduction," he said. In-
surers, stung by such
consumer-driven measures as Cali-
fornia's Proposition 103-which
among other things required insurers
to roll back "charges" 20% (BIl, Nov.
14, 1988)-need to promote APT-
style solutions, he said.

"We think customer service will
improve," as a result of standardized
interface, said Paul Philp, vp-infor-
mation services for New Hampshire
Insurance. Policy issuance will be-
come more efficient, he said.

CNA's Mr. Engel downplayed the
possibility that API' will raise an-
titrust questions.

"Participation in APT is comple-
tely opeh, and we're not reducing
the competition among vendors," he
said. "Strategic alliances are fairly

In 1988, a similar attempt to dis-
cuss a merger between PIA and IIAA
groups m California and Nevada was
terminated by the PIA of California/
Nevada.

The most recent attempt at con-
solidation, by the IIAA and PIA in
Minnesota, is close to reality, though

, a final vote is scheduled for the PIA

of Minnesota's convention in Minne-
apolis Sept. 13.

The national PIA is withholding
final approval of the consolidation
until receiving word from its affili-
ates services committee, which is ex-
pected soon, Mr. Yingling said.

However, the Minnesota affiliates
of both associations have voted to
consolidate with or without national
PIA approval.

"Hopefully, we will be able to con-
tinue with the merger on a national
level," said James P. Peterson, execu-
tive vp of the Independent Insurance
Agents of Minnesota. The "national
PIA just needed a little push,” he

cCCcorTrarrTraeraatecd o n

common.”

Others in the industry are more
sanguine about APT's chances for
success.

"We all have to be careful not to
get drawn into the campaign with-
out looking at the means and
bounds," said John Pottridge, direc-
tor of industry affairs for the Na-
tional Assn. of Professional Insurance
Agents in Alexandria, Va.

For experts to assess its prospects,
they need more information about
the consortium such as the cost of a
product to agents, "what it will look
like when it sits in the agent's office,"
and how it will affect other software
vendors, he said.

APT's success will depend on a
large number of vendors joming and
spurring increased involvement by
insurers that have long maintained
proprietary systems, according to
Shirley Lukens, director of automa-
tion for the Independent Insurance
Agents of America in Alexandria, Va.

"There are always those companies
who don't want the playing field to
be leveled," said Ms. Lukens. "But it
may be detrimental for them not to
be a part of this.” a
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Employee Benefits Communication Awards

Passport' leads to pension insight

By LOUISE KERTESZ

CALGARY, Alberta-Canadian
Airlines International Ltd.'s 1,800
rhanagement employees across
Canada have "passports" to a bet-
ter understanding of their new
pension plan.

The booklet explaining the air-
line's new pension plan program
mimies a passport in many ways,
even down to "the funny little
lines" on the paper, pointed out
Kerry J. Snider, manager of per-
sonnel and benefits administration
for the airline.

In another takeoff on the travel
theme, the booklet's contents page
lists subjects under " Destination”
and pages under -Gate."

The passport also bears authen-
tic-looking stamps from several
countries.

"We tried to have some fun with
it. The idea was to make the em-
ployees want to read the stuff.
Benefits are boring. People need to
understand them, but they don't
tend to want to try,"” explained
Barbara Kaufman, a principal at
TPF&C, a division of Towers, Per-
rin, Forster & Crosby Inc. in To-
ronto.

The eye-catching red, white and
blue 5-inch by 8-inch booklet-in
Canadian Airlines' corporate
colors-is slightly larger than the
old-style Canadian passport. "Ev-
eryone in Canada would recognize
it as being a takeoff" on those
passports before they recently
were revised, she said.

Ms. Kaufman, a benefits commu-
nication consultant, directed de-

-—_

This important issue offers an extra wide reach with additional distribution to attendees at the
Independent Insurance Agents of America convention in Chicago, as well as the International

velopment of the booklet, "Your
Pension Passport,"” which won first
place in the booklets category of

the 1990 Business Insurance Em-
ployee Benefits Communication
contest.

"Pension is a very complex issue,
and probably 98% of the people
you speak to will tell you they
don't know a thing about their
pension plans,” Ms. Snider said.
"They just proceed blindly."

So, while the 24-page booklet is
designed to grab and keep airline
employees' attention, the explana-
tions of benefits is straightfor-
ward.

For example, under a section
called "Here's the current formula
for calculating your Pension Plan
benefits,"” there are examples of
benefits at normal retirement and
early retirement as well as clear
formulas and charts to help each
employee calculate his or her indi-
vidual pension at retirement.

A chart on the last page, titled
"Your Canadian Retirement Pro-
gram at a Glance," lists informa-
tion including allowable employee
and company contributions to the
pension plan.

The booklet was necessary fol-
lowing the development of Cana-
dian Airlines' new pension pro-
gram, which entailed the
"horrendous job" of developing a
pension plan program after South-
west and three other airlines
merged in 1987, Ms. Kaufman said.

In that merger -a very large in-
ternational carrier, a very large re-
gional carrier and two small re-
gional carriers were integrated

In today's workplace, major cumulative trauma

intc one airline virtually over-
night," Ms. Snider said.

Canadian Airlines actuaries and
TPF&C consultants spent a year
and a half evaluating the assets of
the pension plans of the merged
companies and devising the new
plan, she said.

Employees were given the option
of slaying in their plans or joining
a new plan in which any employee
could participate.

But because the airline's goal
was to have as many employees as
possible join the new plan, a sav-

= L - -

-
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ings plan was offered only to those
opting for the new program.

In a survey asking what young
Canadian Airlines managers
wanted in a pension program, "a
savings plan came through loud
and clear," Ms. Snider said.

Managers can contribute be-
tween 1% and 3% of their gross pay
on an aftertax basis to one of two
savings plans and receive a 50%
employer match. Employees also
can make other contributions,
though there is no employer match.

In July 1989, a week before the
new plan took effect, representa-
tives from Canadian Airlines,
TPF&C and the trust company that
would hold the savings plan funds
presented the new plan to employ-
ees at airline facilities across Can-
ada.

AnNnd, in what Ms. Snider called
"a very complex effort," the airline
mailed employees their enroliment
form in a package that included
the pension booklet.

The airline also included a com-
parison of benefits under their
current pension plan with those
under the new plan.

The airline also sent employees a
fact sheet highlighting the provi-
sions of their current pension plan
and the new plan and forms to
complete to provide feedback on
the communication program.

The pension booklet itself cost
$32,000, with "$10,000 for concept,
writing and production supervi-
sion and $22,000 for production in
English and French," Ms. Kaufman

said.

"The money was spent on the

communication program because
we have all these employees from
different cultures, different plans,
different everything, so it had to be
a very solid communication pro-
gram,” Ms. Snider explained.

As Canadian Airlines benefits
managers had predicted, employ-
ees who were close to retirement
and those who had worked for the
large international airline-whose
"very rich plan" was established in
the 19605-remained with their old
pension plan, Ms. Snider said.

But most employees from the
other three airlines "saw the new
plan as an improvement" and
signed up for it.

Currently, 51% of Canadian Air-
lines' managers have joined the
new plan.

And improvements that "are in
the very beginning planning

stages" may attract others, Ms.
Snider said.

Ms. Kaufman noted that based
on feedback from airline employ-
ees, the booklet was "very effec-
tive" in helping 90% of them un-
derstand their pension program.

"Many of our employees told us
even though they wanted to stay in
their old program, that this was an
excellent presentation, this was
clear, understandable English to
the average Joe. We heard that
many times," Ms. Snider said.

The Pension Passport is a com-
panion booklet to the similarly de-
signed Benefits Passport issued in
December 1988 to explain Cana-
dian Airlines' group health bene-
fits. That booklet also was deve-

loped by TPF&C. -

WORKERS
COMP

disorders - serious ailments caused by repetitive

motions - are amicting employees, and affecting em-

ployers and insurers.

Bl's September 10 feature issue on Workers Compen-
sation will reveal just how big a problem these injuries
really are. In identdying the workers prone to this disorder, Bl's editors
will also look at how much these claims are costing employers and in-
surers and what preventive measures can be adopted.

When risk managers and insurance executives are evaluating ways to
reduce their workers comp costs, they'll turn to Bl's Directory of Safety
Consultants which lists the companies that provide services or research
for a wide variety of workers comp loss prevention - from occupational health and industrial
hygiene to noise and vibration, ergonomics and rehabilitation.

Association of Industrial Accident Boards & Commissions conference in New York.
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The selling strength of your ad message breadth of coverage as Business Insurance.
depends upon the impact and dynamics of Because of that, almost everyone who's
the medium you use to reach your market. anyone in the world of business insurance
And in the complex field reads Business Insurance.
of commercial insurance, - First with the news.
no other publication B u S I n e S S First in readership.
delivers such And, first among
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Freedom of services

Greater efficiency, fewer surprises seen in Europe

By Douglas N. Smith

HOW JylLL FREEDOM,of secvises. aqy heing

realized in mmuni
insurance buyers-both American and
European-in Europe? To answer that question, we
need to look at the kinds of problems likely to
develop for multinationals in the emerging "single
market," and to discuss some strategies for
analyzing and solving these problems.

To keep things in perspective, long before freedom
of services became a reality, Americans viewed
Europe as one of the most flexible insurance
markets in the world; certainly easier to deal with
than the U.S. market, and light-years ahead of
markets in Africa, South America and the Pacific
Rim. Compared to the rest of the world, Europe has
allowed relatively free reinsurance flows for
decades, and pricing and coverage have usually been
freely negotiable. The few notable exceptions have
been tariff-related jurisdictions, some local
variations in mandatory covers and policy limits,
and government-controlled entities such as West
Germany's monopoly insurers and its Pharma pool,
as well as Spain's Consorcio de Compensacion de
Seguros and France's Caisse Centrale de
Reassurance.

Freedom of services, therefore, doesn't represent a
quantum leap for the European insurance industry.
It merely removes some of the last impediments to a
truly free market.

Let's focus, then, on how multinational insurance
buyers can best position themselves in the current
and near-term financial services environment.

First, let's consider program design. Some
historical perspective would be helpful in
addressing this issue. Many U.S. multinationals
-some beginning as long as 30 years ago--
have made steady progress from autonomous, local
country policies toward a single unified European
risk management program. The evolution of such a
program might typically begin with a
difference-in-conditions, wrap-around policy and,
by gradually consolidating property and casualty
with a single international underwriter, move
toward a "controlled master program.” On top of
that, a captive insurance company or
deductible-funding program might be implemented.

How fast a company moves down this risk
management continuum depends on a number of
factors. With freedom of services, many of the
technical issues will be resolved. Therefore, a
company's progress will depend as much on internal
politics as on external market factors. Since risk
management strategies usually mirror corporate
culture, progress depends heavily on strong
corporate management support.

Risk managers seeking a truly global program
must address many difficult questions: Does my
company take a centralized approach to marketing,
manufacturing and risk management-or do our
subsidiaries have operating autonomy? How deeply
has the pan-European mentality penetrated the
hearts and minds of our upper management? Do
nationalistic or ethnocentric preferences still
unconsciously guide our purchasing decisions?
Freedom of services offers risk managers the
opportunity to ask these questions, but only the
right corporate culture-i.e., one with a centralized
risk management function-will allow them to take
full advantage of this opportunity.

When multinationals try to meet the insurance
needs of all their local subsidiaries, difficult
decisions and trade-offs are unavoidable. For
example, selecting a single insurance market to
provide a master program for all subsidiaries will
produce economies of scale and overall price
reductions, but sometimes not all subsidiaries will

benefit equally. Instead, formerly tariff-rated
countries will enjoy greatly reduced program rates,
while a subsidiary or two may actually end up
paying more. In these cases, a centralized risk
management decision-making process can help to
achieve the tricky objective of allocating premium
savings properly.

Another trade-off sometimes occurs when the
selected master program insurer cannot provide
consistent local service. The fact is, there are very
few insurers today that are prepared, and have
sufficient resources, to service multinational
accounts. In addition to using insurers and broker
consultants, multinationals need to develop strong
in-house risk management functions to enable them
to troubleshoot effectively and to balance the
conflicting objectives of their various subsidiaries.

Strong corporate support can also help risk
managers in standardizing local coverage levels.
Needless to say, it is the parent company's
responsibility to set standards that eliminate
coverage gaps or overlaps and to deal with the
interdependencies and contingent exposures that
exist among various countries in the program.
However, policy terms and conditions, and coverage
interpretations, can differ widely from one country
to the next, so this becomes a very difficult task. A
"top-down" approach-i.e., one with a centralized
risk management function-will achieve the best
results. In today's competitive marketplace, such an
approach can come very close to duplicating the
best local contract in all countries.

At the same time, it is important- for a program
subject to centralized control to be balanced by a
strong local presence. Service providers-insurers
and brokers-must offer such local expertise to
guarantee that the program is effective.

Once all the pressing questions about policy terms
and conditions, coverage interpretations, premium
taxes, etc., are resolved, we then have to face the
issue of practicality. In considering the use of a
single policy to cover risks in all 12 of the E.C.
countries, we have to ask: Can a single policy cover
the client's exposure in 12 countries? As far as
property programs are concerned, this will certainly
be feasible because we are dealing with tangibles.
By contrast, liability programs-product liability in
particular-may pose problems.

Since liability coverage reflects local legislation
and jurisprudence, we are faced with at least 12
different approaches to issues of liability in Europe.
This may be possible to overcome, but it will be a
very complex task. The issue of coverage triggers
provides a good example.

Consider the case of a person who is exposed to
asbestos in the 1960s, becomes ill in 1985, and then
files suit against the asbestos manufacturer. In the
United Kingdom, the trigger for liability is
"occurrence." Thus, the policy coverage of the 1960s
would be applicable. But, if the trigger is
"claims-made," the 1985 claims-made policy would
respond.

West Germany, too, uses an occurrence form, but
ties it to a manifestation. Italy also uses occurrence,
but requires that manifestation occur within one or
two years from exposure. The rest of Europe uses
claims-made, except for Switzerland, which has
three forms: claims-made, occurrence and "action
committed,” which ties an occurrence to the
moment of manufacture.

If a risk manager could lapse his current liability
policies in the various E.C. countries and replace
them with a single policy, which one should he take?
Claims-made? Occurrence? It is possible for a policy
to be preferable in one country but not in another.

Whichever one he settles on, what about the runoff
on the others? What about incidents that might have
occurred prior to the date of the policy rewrite, but
are not yet manifested? What arrangements should
be made for loss settlement? To which underwriter
should he report these losses? Clearly, these
practical issues must be dealt with carefully.

Let's now examine how the cross-border
marketing of insurance services is changing.

An extraordinary shakeout is occurring in Europe
right now. The merger and acquisition scramble is
affecting insurers large and small, and the fight for
market share should keep insurance rates soft for
the foreseeable future. Ten years from now only a
relative handful of serious insurers of large
industrial risks will be left in Europe.

In the long term, consolidation may foster a
greater degree of market specialization, as
companies search for new corporate identities. In
the future, we will see more companies focusing on a
particular line of business or targeting a particular
clientele. But for now, the net effect of a single
insurance market will be intense competition, which
will clearly benefit risk managers.

Thus, the question becomes: How can risk
managers harness these market forces to their
best advantage? One answer was recently
offered by Geoffrey Fitchew, director general
of the E.C. Commission, who noted that "access to
genuinely independent insurance intermediaries. . .
indeed represents the best form of consumer
protection.” Barriers to free entry still exist.

At the moment, a German company, for example,

is still going to be reluctant to place its

program with a French insurer, and vice versa.
There are several reasons for this. First,

legislative impediments have historically frustrated
cross-border marketing, except in countries where
non-admitted insurance is permitted or where a
foreign insurer is locally licensed to write business.
Second, nationalism on the part of European buyers
has helped to support indigenous insurers. And
third, this nationalism has been augmented by the
conduct of major national insurance companies,
which zealously protect their traditional, local
clientele by aggressively competing against
cross-border newcomers.

Today, cross-border marketing is largely a
broker-driven phenomenon. Over time, it will
become increasingly important for major
policyholders in Europe.

However, the impact of freedom of services will
not be felt evenly. For instance, the British, Dutch
and Belgian insurance markets are very open,
whereas the French and German markets are
dominated by local insurers. It doesn't require a
great intellectual leap to conclude that German and
French insurance buyers will achieve more
short-term gains from freedom of services than their
British, Dutch and Belgian counterparts.

Finally, let's look at a major product development
trend in Europe. One of the clearest long-range
trends facing the corporate insurance buyer in
Europe is a greater degree of self-assumption of
risk. The commercial insurance market is resisting
this trend actively, but respectable credits for
higher deductibles and expanded, use of captive
insurance companies are destined to become more
popular.

It's not easy for a corporation to convince smaller
subsidiaries to accept substantial increases in loss
retention, so the burden must be shifted to the
corporate level. This is where deductible funding
programs and the use of captive insurance
companies are vital tools in achieving a risk
financing equilibrium.

Before getting carried away with sophisticated

Continued on next page



ASK A BENEFITS ACTUARY

Disaggregation rules
pose ESOP questions

Will my company's employee
stock ownership plan pass
Internal Revenue Service

non-discrimination tests?

This question comes from the
director of compensation and
benefits of a corporation that
installed an employee stock
ownership plan in 1986. The ESOP
provides for an annual allocation of

- preferred shares to each salaried
employee's ESOP account based on
a uniform percentage of the employee's compensation.
The corporation employs approximately equal numbers
of salaried and non-unionized hourly employees. It also
sponsors two defined benefit plans: one for salaried
employees and another for hourly employees.

The director has heard about the concept of
mandatory disaggregation for ESOPs, which was
included in the Internal Revenue Service's proposed
coverage and non-discrimination regulations issued in
1989 and 1990. The director is concerned that this
concept might create compliance problems.

Mandatory disaggregation of the ESOP for
non-discrimination testing purposes will likely create
compliance problems for the ESOP. Under the
mandatory disaggregation rules, an ESOP is tested for
compliance with the pension coverage and
non-discrimination rules on its own. or with other
ESOPs. A plan sponsor cannot elect to aggregate an
ESOP with a non-ESOP for testing purposes. In the
context of this corporation, mandatory disaggregation
means that the ESOP must be tested on its own.

The mandatory disaggregation of the ESOP will
cause compliance problems for the coverage tests under
Internal Revenue Code Section 410(b). Under these
rules, the ESOP must meet one of two tests:

« Ratio percentage test.

To meet this test, the percentage of non-highly
compensated employees benefiting under the plan must
be at least 70% of the percentage of highly
compensated employees benefiting under the plan. In
general, an employee will benefit under the ESOP
if he or she receives an allocation to his or her account
during the year. The percentage of non-highly
compensated employees benefiting under the plan is
then the ratio of non-highly compensated employees
who receive an allocation during the year to all
non-highly compensated employees of the employer.

Freedom of services directive

Continued from previous page

risk financing mechanisms, however, European risk
managers must seize control of their international
programs as a first step. This requires getting access
to information, coverage and exposure data that
will facilitate a centralized marketing approach.
Virtually all U.S. multinationals have controlled
master programs of one sort or another. This has not
been true of European companies, and the relatively
few European companies that do have CMPs still
must fine-tune them.

At the same time, risk managers and their service
providers need to pay more attention to loss control
engineering and inspection services. The loss control
activities of UAP Kemper HPR Co. and some of the
Scandinavian companies are still the exception
rather than the rule.

Over the long run, risk managers will view
quality-of-service issues as more important than
price issues. Service quality will ultimately
determine what will be the major insurance markets

An analogous calculation is made for highly
compensated employees.

- Average benefits test.

To pass this test, the plan must cover a
non-discriminatory classification of employees and the
average employee benefit percentage for non-highly
compensated employees must be at least 70% of the
average employee benefit percentage for highly
compensated employees. The employee benefit
percentage for a particular employee is the allocation
received by the employee under the ESOP during the
year divided by the employee's compensation. For an
employee covered by the ESOP, the employee benefit
percentage should be approximately equal to a uniform

Assumptions for coverage tests

Number of

employees

A. Higuy cornpensated employms in 200
ESC)P
B. Non-highly compensated employees 300

is ESOP
C. Subtotal: sataried employees (A + 8) 500

D. Non-highly compensated employees not 500
in ESOP (all hourly employees)

E. Total: All employees (C + D) 1,000

percentage of pay allocated to each employee's account.

If we assume that all highly compensated employees
are salaried employees, it is likely that the ESOP wiill
not pass either the ratio percentage test or the average
benefits test. In order to illustrate the application of
these tests, the chart provides hypothetical counts of
employees consistent with this assumption.

The ESOP in the chart will not pass the ratio
percentage test because 100% of highly compensated
employees (200 + 200 = 100%) benefit under the
ESOP, but only 37.5% of non-highly compensated
employees (300 + {300 + 500} = 37.5%) benefit. In
order to pass this test, the ESOP would need to cover at
least 560 non-highly compensated employees (70% of
the 800 non-highly compensated employees).

Because of the mandatory disaggregation rules, the
ESOP cannot be aggregated with the defined benefit
plans for the purpose of applying the ratio percentage
test. If this aggregation could occur, the ESOP would
pass this test.

The ESOP in the chart will likely not pass the
average benefit test either. If 4% of pay is allocated
to each salaried employee's account, the average
employee benefit percentage for highly compensated
employees will be 4% (since all highly compensated
employees are covered by the ESOP). However, the

for the major corporate clients.

To meet the demands of risk managers, insurers
will need better risk management information
systems as well as better mechanisms for program
administration, especially for claims support and
cash flow to captives.

There will also be significant pressure on
underwriters and other service providers to
unbundle their services and move to fee-based
programs.

All the factors cited above-increasing product
sophistication, the trend toward service
specialization, the increasing need for cross-border
marketing, and the need for local expertise in
multiple countries-will combine to increase the
demand for quality multinational brokerage
services.

Many issues surrounding freedom of services have
yet to be resolved, but much can be done in the
meantime to streamline, simplify and improve
program conditions in Europe without going to a

test must also include all other employees (the hourly
employees not covered by the ESOP) with an employee
benefit percentage of 0%. But due to the mandatory
disaggregation rules, the test must exclude the benefits
provided to hourly and salaried employees under
defined benefit plans. Consequently, the average
employee benefit percentage for non-highly
compensated employees will be equal to 1.5%

({300 x 4% + 500 x 0%} + {300 + 500} = 1.594. And
70% of 4% (2.8%) for highly compensated employees
exceeds the 1.5% for non-highly compensated
employees. So this test is failed on this basis.

It should be noted that the proposed coverage
regulations do provide other techniques for calculating
the employee benefit percentages. Those alternatives
would need to be explored before concluding that the
ESOP fails the average benefits test.

If the ESOP was not subject to the mandatory
disaggregation rules, the ESOP might have passed the
average benefits test by taking into account the defined
benefit plans. This would help if the defined benefits
provided to hourly employees, as a percentage of pay,
were more generous than those for salaried employees.

The IRS has indicated that it is rethinking its
position on mandatory disaggregation. This regulatory
project is said to be on a "fast track.” It could be that
the IRS may change its position regarding mandatory
disaggregation. If not, the plan must be amended by the
last day of the 1991 plan year to bring it into
compliance with the minimum coverage rules, and such
an amendment may require extending the ESOP to the
hourly employees retroactive to the 1989 plan year.

Would you like advice from an experienced colleague
on a risk management, benefits management or
actuarial problem? Four features in the Perspective
section Of Business Insurance can give you some

Ask A Casualty Actuary, Ask A Benefit Actuary,
Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and
benefits management issues and actuarial problems.

This month's column on actuarial
issues in the benefits field is written
by William J. Miner, an actuary with
The Wyatt Co. in Chicago. Richard E.
Sherman, a principal with Coopers &
Lybrand in San Francisco, answers
actuarial questions in the casualty
field. Susan M. Werner, director of
risk management at Har(lee's Food
Systems Inc. in Rocky Mount, N.C.,

answers risk management questions.

Mr. Miner Mr. Miner's and Mr. Sherman's

columns appear alternately on the
first Monday of each month. Ms. Werner' s column

appears alternately on the second Monday Of each

month. Mr. Miner's next column will appear in
October.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, ILL 60611. Please give us your
name, title and employer,- however, Business Insurance
witt consider unsigned letters.

single policy.

All in all, it's a very exciting time to be doing
business in Europe. Heightened client expectations
are driving the market forward, and insurance
markets and service providers are positioning
themselves to meet these expectations. When the
dust settles, the insurance marketplace will be more
efficient. There will be fewer players, but they will
be better, stronger players, and there will be fewer
unpleasant surprises for the professional insurance
and risk management community.

Douglas N. Smith is vp and
manager of the International
Department of Johnson & Higgins
in New York. His column appears

the first Monday Of every month.



Employee Benefits Communication Awards

4 cited for benefit booklet exce llence

The runners-up in the booklet bank's employees are women, she sions to finance and because it "al- to develop a style that would rep- detailed, brief, and concise,” said

category were said lowed us to create an identity that resent the total organization,” said Lynn Saxon, a practice leader with
- Second Place The Howard In addition, blues and greens, was both benefit- and Industry-re- Ms Cook Alexander & Alexander Consulting

Savings Bank, Livingston, N J Howard's corporate colors, figure lated," said Mr Juresek Wishing to convey a sense of Group in Dallas, which worked on
A dramatic shift is under way at prominently in the campaign The package of eight 6-by-9-inch value, stability, and longevity in the prolect

The Howard Savings Bank, which Weeks before the commercial booklets, in what Ms Hill de- the new plan, Hershey wanted the "We wanted a 'user friendly' ap-

traditionally took a paternalistic bank Introduced the flex plan in sCl'lbes as "hip metallic colors,”" highlight booklet and brochure to proach,” she said, borrowing a
approach to benefits For the first January, it recruited 15 managers comes in a silver colored box with be subtle, elegant, and tasteful in term from the computer industry

time, employees are being asked to and trained them in benefits design velcro catches on both corners of design, said Ms Cook Ms Saxon also borrowed some
choose among benefits and employee benefits needs the flap Chase's octagonal logo is The campaign also included a Ideas from the Acuson's employees
A prime reason for introducing a These -Flexreps- spoke to on the upper left corner of the flap letter of endorsement from Chair- "Reflections Benefits In Your

flexible benefits program, called groups of employees at each of the with eight colored dots corre- man and Chief Executive Officer Image," the campaign's theme,
"FLEX Howard Powered For company's 80 locations, distri- sponding with the colors of the Richard A Zimmerman, a video- evolved after repeated sessions
Your Benefit" is to "limit future buted the booklet, showed the booklets adorning part of the tape, and a personalized pension with two employee focus groups

exposure and keep benefits and video and overheads and fielded cover statement for each employee The theme alludes to the fact
salary on the same keel," said AL- questions Information that will likely "We used subtle references, such that the new plan can be tailored
gust J Morris, the senior human "The communication got through change each year is packaged to- as the program tag line 'Simply to mirror individual employee pro-
resources officer to all levels of the organization,"” gether in one booklet called Plan Better' and grey flannel covers to files while at the same time evok-

To explain the flex program to Mr Morris said "There were very Administration Chase says It suggest richness," said Ms Cook ing ties to computer imaging
employees, the bank-which self- few complaints " plans to change the color of the "By die cutting the cover of the equipment-Acuson's principal
insures its health care program- About 98% of the 1,700 employ- booklet as it is updated to help em- highlights booklet and embossing product line
prepared a multi-media campaign ees returned their forms on time ployees differentiate between cur- the cover of the detailed brochure, Folding the 91/2-square-inch
that Includes a video and a over- and fewer than 50 people made rent and outdated booklets we were able to create a special ef- booklets was one of the biggest 10-
head projection program errors in their benefits selection, Each booklet contains strictly feet for the Hershey logo"-an H in gistical challenges

But, the centerpiece of the pro- Mr Morris said type, although the color bands the form of a four-leaf clover The booklet unfolds into six sec-
gram is a 32-page informational Production costs for the booklet across the tops of pages and clear The 12-page booklet explains tions of identical size On the top
booklet that includes a worksheet were $50,000 charts make them easy to read that each employee receives an left panel IS a summary of plan
and an enrollment form - Third Place A three-way tie Everyone, including upper man- "opening balance" in the new plan choices while the 30-page work-

The booklet's inside cover tells among Chase Manhattan Bank agement, "was pleased with the in- equal to at least the current value book IS stapled to the bottom left
employees how to use the book, de- N A of New York, Hershey Foods itial response" to the program, said of the benefit due under the prior panel An enrollment worksheef

scribing its contents and listing the Corp in Hershey, Pa , and Acuson Mr Juresek "Employees didn't re- plan as of Dec 31, 1988 takes up both center panels and the
seven steps employees must com- Inc of Mountain View, Calif alize how good their benefits were It goes on to explain how pay- right bottom panel houses the en-
plete to select their benefits When Chase decided to introduce and how much value existed in based credits will be determined, rollment form, which is designed to

In addition to explaining how a a cash-balance pension plan, the them The booklets reinforced the that the interest rate will be based be computer posted with personal
flex plan operates, the booklet de- bank also completely revamped ItS value of the program " on the average annual yield of a information such as name and so-
scribes each employee benefit plan employee benefit booklet The materials were distributed 12-month Treasury bill and that cial security number The top right
option At the end of every benefit With all benefit information in between February and April to supplemental credits will be added panel is blank

plan explanation, the booklet ad- the one old booklet, it was difficult more than 30,000 U S employees to each employee's account each The workbook describes the ben-
vises employees what "questions to to update, said Stephen Jurcsek, and to a handful of employees year equalling 4% of the year-end efit options, describes how to fill

ask yourself" in determining if the second vp of benefits planning abroad, said Mr Juresek value of the opening balance out the worksheet and then en-
benefit should be selected and at In addition, employees found the Chase would not disclose the An easy-to-read chart depicts courages the employee to "read
what level booklet confusing and "were con- cost how the account works for two hy- on" at the end of every page The

The bank not only wanted to stantly in touch with human re- When Hershey Foods Corp con- pothetical employees over time bottom of each odd-numbered
present clearly the plan's medical, sources to explain things," he said solidated several defined benefit Mr Collins would not disclose page is illustrated with a small line
dental, vision care and life insur- Alexander & Alexander Consult- pension plans into a new cash-bal- the costs of the booklet and bro- drawing of men, women and chil-

ance options, among others, but it ing Group Inc of Lyndhurst, NJ, ance pension plan, candor was ItS chure, both of which were distri- dren, which also appears on the
also wanted to build excitement "worked with Chase on every as- paramount communications goal, buted in October to 9,000 employ- cover
about the bank and its benefits, pect of the project from design to said E J Collins, manager of bene- ees in Pennsylvania, California, Acuson was "closing the books”
Mr Morris said distribution,” said Robin A Hill, fits planning Kentucky, Kansas and Nebraska on the old plan so it was critical
"We came up with the idea of the A&A associate consultant who The Hershey, Pa -based foods How to introduce a flex plan for that employees understood the
emphasizing the 'FLEX' theme headed up the program concern "wanted the plan to speak the first time without creating message being communicated, said
with illustrations and photos of Principal goals included clearly for us as a better way to present a mass confusion was the problem Ms Moore
actual employees flexing their explaining all the company benefit pension plan to our employees," facing Acuson Corp of Mountain After receiving newsletters
muscles in sporting activities," plans and creating a visually ap- said Mr Collins View, Calif about key components of the pro-
said Sallie Vroom, an associate pealing package that was compre- Because the new pension plan The maker of ultrasound imaging gram in February, employees saw a
consultant with William M Mercer hensive and easy to update, said and a new flexible benefits plan systems "wanted to deliver more of video presentation during meetings
Inc of Morristown, NJ, the con- Ms Hill were to be introduced simultan- what employees needed and less of in Mountain View and at regional
sulting firm that worked on the Separate booklets were created eously, another key objective was what was not being used,” ex- offices New hires received the
project for each benefit plan Retirement, to make sure that the new retire- plained Christy Moore, manager of benefits package by mail
Because the employees were "ex- health insurance, short-term and ment plan material was visually compensation and benefits Despite "slight anxiety due to
cited and enthusiastic” about their long-term disability, life and acci- distinctive, explained Pamela K "The transition to a full cafeteria the element of change, the over-
photos being published, the book- dent insurance, thrift plan and the Cook, a partner with Kwasha Lip- plan was quite vulnerable (to a all reception was wonderful," said
let was "a great public relations dependent care reimbursement ac- ton, a Fort Lee, NJ, consulting negative response) if we didn't Ms Moore "It's unique in the

measure," Ms Vroom said count In addition, a plan adminis- firm working on the project clearly communicate the message," world of benefits that this has been
"The sport theme also imparted a tration booklet and a booklet on Hershey IS generally known as a said Ms Moore so successful "

wellness message " "Working at Chase"” were in- maker and marketer of chocolate Given the diverse audience- The booklet was produced in
The gymnast on the booklet cluded But employees of the company's from software engineers to four months and distributed tc

cover is female, as are most of the The title for the package-the pasta group are sensitive about mailroom clerks-the principal 1,100 employees at a cost 01

other athletes pictured This was Chase Employee Benefits Portfolio that perception so "another impor- challenge was to create a booklet $15,000

intentional Close to 70% of the -was chosen for its obvious allu- tant communication objective was that was "innovative and fun, yet -By Collm Nash

Judges praise focused communications

By CHRISTINE WOOLSEY Paycheck stuffers were another

e o mme. . WVINNErS Kept target audience in mind  sesuier ovton for angoing com.

munications about benefits With
18th annual Bustness Insurance paycheck stuffers, "the point
Employee Benefits Communication demographics of the audience,” lines' first place total benefits pro- Nearly all entries this year deftly being, you've got a captive audi-
Awards never lost sight of their noted Elizabeth Bohn, manager of gram "was well coordinated and mixed communication and creativ- ence The paycheck may be the
audiences, say the judges compensation for Eli Lilly & Co in definitely reflected the company's tty, according to Ms Drachman same every week, but employees
"The most important thing the Indianapolis and a judge in the image And it utilized its own peo- "Some programs were really get- always open them and read them
Judges noted iS that this year's print category "Some brochures ple most effectively,” Ms Drach- ting back to basics and the commu- This seems to be very valuable for
winners never forgot who they are extremely long and it is very man said (see story, page 10) nication wasn't hindered by over- many companies,” Ms Drachman
were addressing,”" explained Ron- complicated material,"” so ad- Reebok International Ltd, which creativity " said
rue Drachman, director of commu- dressing the audience appropria- tied for second with Minnesota "A couple of pieces tried to get Flexible benefit plans may ac-
nications for Bustness Insurance in tely becomes important, she said Mining & Manufacturing CO in the too flashy, but in general | thought count for some of newsletters' pop-
New York "The audience was al- Many 1990 entries, for example, total benefits category, also re- the use of graphics was appropri- ularity, she said Ongoing commu-
ways primary " Ms Drachman and concerned flexible benefit pro- flected the company's unique cul- ate,” said Ms Bohn of Eli Lilly nication efforts can suffer when
Barbara Dalton, EBC coordinator grams Those "communications ture Its program was "upbeat, ex- GAB's Ms Nelson said neither companies adopt big, one-time
at Business Insurance in New havetobe targeted to what the au- pressive and original and seemed the music nor the graphics de- programs to Introduce flex plans
York, coordinated the contest dience has to understand” to make to be consistent with the com- tracted from the messages pre- But this year, "there were quite a
Audio-visual productions "hit benefits choices, Ms Bohn said pany's style and general marketing sented in the videos she judged few re-enroliment communications
their audience most definitely, ' Judges' comments about entries efforts,"” she said (see story, page Newsletters, submitted as spe- so employers really haven't let the
said Judy Nelson, manager of mar- in the total benefits category indi- 10) cial projects or part of a total pro- ball drop on that,” she said
keting and support services for cated that "there was a definite re- Judges in the print category also gram, were far more common this According to Ms Dalton, 151
GAB Business Services Inc in Par- lationship between the communi- emphasized the importance of year than in past contests, accord- US, Canadian and Australian
sippany, NJ, and a judge in that cation effort and the company's clearly seeing the company name ing to Ms Drachman Part of a companies submitted a total of 182
category image, style and philosophy,” Ms and logo "They almost always de- newsletter's appeal is it affords entries in six categories booklets
"In the better pieces, the com- Drachman noted ducted points” when they weren't ongoing communication,"” she personalized correspondence,
munications were sensitive to the They agreed that Southwest Air- obvious, Ms Drachman said added Contznued on next page



22 /Business Insurance, August 6, 1990

EBC judges .t..f2>9 GAB Business Services Inc in Par-
+ sippany, N J
Continued from prev,ous page - Irene Stewart, director of cor-

audio-visual presentations, multi- porate benefits at Automatic Data

media programs, special projects Processing Inc in Roseland, N J
and total benefits programs
Twenty-seven of the entries were

- Elizabeth Bohn, manager of
compensation at Eli Lilly & Co in
produced in-house and outside Indianapolis

consultants assisted ith the other . .
< ! w - Richard Maduzia, manager of

employee benefits at Budget Rent-
Thirty-one firms representing Ms. Nelson Ms. Stewart Ms. Winfield Ms. Armstrong Ms. Corpuz Mr. Stevenson a-Car Corp in Ch|Cago
107 individual consultants partici-

155

- Seymour Shelist, executive vp
pated gory the most difficult, based on enough Informed to make choices memorable, "if the information the at Premier Graphics in Chicago
Among the assisting consultants, the fact that a three-way tie oc- about a flexible benefits plan company supplies us with-about - Julie Hunt, promotion director
Hewitt Associates of Lincolnshire, curred for third place (see story Judges examine a program's tone audience demographics, the nature at Pensions & Investments Age
1, was the leader with six page 21) and style to be sure it is appropri- of their business and their location magazine in New York
awards Next, with five, was New Entries were scored from zero to ate to the particular audience, she -is well-written, the }udges at- - Allison Winfield, marketing
York-based TPF&C, the actuarial 20 on how well they fulfilled each said And production values are tempt to put themselves in the po- and promotion manager at City &
and benefit consulting division of of five basic criteria obJectives, examined to determine whether, sition of the employee who is view- State magazine in New York

Towers, Perrin, Forster & Crosby strategy, content, presentation and for example, music or graphics ing or reading the material," Ms - Nancy Armstrong, vp of bene-

Inc William M Mercer Inc of New effectiveness draw the audience's attention Drachman explained fits at American Savings Bank F A

York came in third with three First, Judges evaluated whether a away from the overall message in However, "when all iS said and in Stockton, Calif

awards program's objectives are clear-cut, an audio-visual program done, if it'S selected as a winner - Dorothy Paige, director of
Alexander & Alexander Consult- specific and practical and whether Evaluating program effective- out of 182 entries, and if the Judges benefits administration at Com-

ing Group, the benefit consulting the strategy is orderly and persua- ness "is the most difficult for remember It after two days, It'S monwealth Edison Co in Chicago

arm of Alexander & Alexander sive judges," Ms Drachman saia memorable," she said - Melanie Corpuz, benefits man-

Services Inc in New York, had two When assessing the content, One of the components they must Also included in judging for ager at the Long Island College

winning entries, Kwasha Lipton of Judges "are not evaluating the assess is whether a project is mem- overall effectiveness iS whether the Hospital in New York

Fort Lee, NJ, and The Wyatt Co benefits being offered, "Ms orable "That's very difficult to program results in the desired ac- - H L Stevenson, corporate edi-

each had one Drachman said Rather, they are evaluate because the programs tion, and whether it Can it be up- tor at Crain Communications Inc

Eleven experts in employee ben- analyzing whether all the compo- have a very different personality dated and adapted to different au- in New York, which publishes

efits and communications Judged nents necessary to achieve the ob- based on the corporate culture and diences over time Business Insurance
the entries

Jectives are present outsiders sometimes can't identify Judges for 1990 were Winners will be honored at a
Ms Drachman said the Judges Companies should, for instance, with it," she pointed out - Judy Nelson, manager of mar- luncheon today at The New York
apparently found the booklet cate- make sure employees are well When determining if an entry is keting and support services with Helmsley Hotel
State regulation
Continued from page 2 The NAIC report summarizes the miting relationships and transac- sential model laws and regulations The "danger" of the Dingell re-
self-is useful m focusing regula- changes that have been made to tions between affiliated insurers so its insurance department can port is that the House Oversight
tors' attention on problem areas, enhance solvency regulation, - Beefing up insurer reporting become certified Committee may recommend an
said NAIC Vp James E Long, the which include requirements so regulators can In addition, the NAIC currently "unwarranted" overhaul of the ex-
North Carolina insurance commis- - Adopting model laws to re- better evaluate the adequacy of in- IS exploring how to better analyze isting insurance regulatory system
sioner strict the heedless delegation of surers’' reserves and track reinsur- insurer financial data and reins- based on a thorough analysis of
Over the past three years, the underwriting authority to manag- ance activity including uncollecti- urance contracts and establish in- only four insolvencies and may
NAIC has made "substantial” ing general agents and a lack of ac- ble reinsurance (Bl1, June 18) surer capital requirements overlook the fact that state regula-
progress in enhancing solvency countability by brokers and rein- « Enhancing the NAIC's compu- However, Mr Pomeroy, as well tion has a "generally acceptable
regulation, Mr Pomeroy said surance intermediaries (Bl, Dec terized data base for state insur- as other., are critical of portions of track record,” Mr Pomeroy said
However, "the breadth of regula- 18, 1989) ance departments so departments the Dingell subcommittee report Congress could further help reg-
tory resources and the capabilities - Amending the NAIC's Model can better monitor an insurer's fi- (Bl, March 5) ulators by, for example, not inter-
of the existing regulatory system Holding Company Act to require nancial condition and market ac- "l believe the conclusions of the fering with state insurance regula-
have been underappreciated " more complete reporting and 11- tivity (Bl, July 23, May 14) report-while useful-were unduly tion, the NAIC report said
- Fighting insurance fraud overblown," Mr Pomeroy said For example, Congress should
through several successful prose- For example, the Dingell report not adopt bills that would weaken

cutions, including some involving raised "the specter of a looming the Racketeer Influenced and Cor-
the Federal Bureau of Investiga- solvency crisis in the insurance in- rupt Organizations act Civil RICO

tion, and through closer t.es with dustry as disastrous as that which suits filed by regulators against in-
international regulators has occurred in the savings and dustry defendants are a deterrent
In addition, state insurance de- loan Industry,” the NAIC said against insurance fraud because

partments have increased their That allegation "is not supported successful regulators can obtain
budgets and staffing for solvency by the facts," the report said triple damages from defendants,
regulation, the NAIC said While the number of insurer in- the NAIC said

Policing .nsurer solvency became solvencies has increased since the Reasonable regulation "entails a
"an imperative" this year under a early 1980s, that number still rep- careful balancing of the goal of
special agenda Mr Pomeroy intro- resents "a relatively small propor- solvency protection with the goal
duced last year (BI, Dec 18, 1989) tion" of the total number of insur- of available and affordable insur-

A main component of Mr Po- ers, the NAIC said ance products," the NAIC said
The most popular Cobra Software System in use today. meroy's plan was the June 1990 In addition, guaranty fund as- The NAIC believes that the steps
adoption of a formal certification sessments for property/casualty in- It has taken will do this
program for state insurance de- surers have averaged $477 million "But if there are a series of in-
If you're not using Corporate partments that meet minimum fi- annually from 1985 to 1989, or less solvencies or a few with a major
CobraManager, youdon'tknow nancial regulatory standards, than 03% of premiums, the NAIC national character, there will be
how easy Cobra administration which include a list of essential said federal pre-emption” of state in-
can bet Over 2,000 employers model laws, regulations and regu- In contrast, :he GAO estimates surance regulation, Mr Pomeroy
latory resources each department that more than 800 of the approxi- predicted
have chosen Corporate Cobra . i
Managerfrom Travis Software should follow Copies of that plan. m.ately 3,000 federally InsureFl A spolfesman for the Dingell
- and several model laws are at- thrifts, or at least 26 7%, are in subcommittee had not seen the
—rm= The system automatically pro- tached to the NAIC report deep financial trouble and that the NAIC report However, he said
duces up to 29 letters, forms and The NAIC expects that the certi- cost to taxpayers to bail out these that NAIC representatives will be
documents required byCOBRA fication program will encourage thrifts could reach $500 billion, the invited to address the subcommit-
each state's legislators to adopt es- NAIC said tee, probably sometime this fall |

Easy-to-use and automatic, it
performs record-keeping, cor-

eroene s J&H announces promotions

amendments passed November

1989 Johnson & Higgins is promoting
i X several executive to key positions Comln S & Oln S' Indust
. A e ) Trakis Software Corp supportl m its international operations g g g ry
\ilillimlllilllilllll-/ and updates Corporate Cobra Richard E. Meyer, an e-fecutive
Manager as new regulations vp now responsible for overseeing vp, was named manager of the Chartwell Reinsuiance Co , an
arise and new features are added. the national casualty practice in Portland, Oregon, office NWNL Companies Inc unit in
MNMMLAUN LA CS B = Phone: 1-800-324-7129 New York, has been named a board Other agent/broker changes- Minneapolis Mr Cole, who had
or m Houston, call (713) 496-3737 member in London for Johnson & F. Herbert Brantlinger ap- been president of Cole, Booth, Pot-
Higgins Ltd, the firm's Lloyd's of pointed chief executive officer and ter Inc , an Aon Corp reinsurance
London broker i H
Othei Emploce Be,iefir Svdems Include Tia,isFlet Gloup Piemium J. K th S d R ) G preSIIdenth;\:k_)awre?\T?{Iasu;'ar‘;c'; btr;t?kerage rL:nlL,_S:(.?C(aEdSIIAngus
Billint Maitage, Rettiee Pienutint Billull: Manuge, Timts;HR and Tiayis/Comp ) ,enne . eward, Senlor, n- roup r\C o ar_‘y’ e ,a obinson, who died in Apri
ternational director and president been first executive vp of United Lawrence D. Nolen appointed

of Brussels, Belgium-based UNI- Community Insurance Co , the president of the reinsurance divi-
1 SON, SA,isto assume active con- company's major property/ca- sion of the Orion Capital Com-

e Travis Software trol of J&H/UNISON operations In sualty unit His predecessor as panies Inc of Farmington, Conn
ME 1001 S Dairy Ashford Suite 206 - Houston Texas 77077 Europe president of Lawrence Insurance He will continue as president of
i Fhene | 800324 71290nn Houstin cal(12) 496 ara7 Jeffrey Fieldson, a J&H vp and Group, Lawrence A. Shore, was Massachusetts Reinsurance Corp
(0 Pay PLEASE SEND MORE INFORMATION ON f regional property sales manager in appointed president of Lawrence of Boston, the company's treaty re-

1'smn 1 CO,pocre Cobro Monoger Z lews/lii 1 Clevneland, will be reassigned to Group Inc , the holding company insurance arm
l(‘TY MATE ZIP . Imvt:Flex U Rehiee Premium Billing Monoge, Lonldgnl to Wor{-kbondeveflopjgg . -Mark W Hinkley ap?Ointed
. N 1 Etz al property business for Reinsurance dlrectf:)r of tr?aty o!:)eratlons for
TELEPHONE | Geoup Pemium Billing Monager | Dows/Comp Skandia America Reinsurance Co,
77777777777777777777777777 Also at J&H Richard E. Cole named presi- a Skandia America Group unit in

Kenneth J. Goodchild, a senior dent and chief executive officer of New York



Business Insurance, August 6, 1990 23

INTERNATIONAL

U. K. seeks bids
for division

of credit insurer

LONDON-The British government is selling a division of the
United Kingdom's state-owned credit insurer
Prospective purchasers-including overseas buyers-will be in-

BIEUIe M arared Fivision 6 the EXporrCredit GiiaPantee D8P At BIPEREE TS 'I8iR the rest of the t

ment, which is known as the insurance services group

"l have decided that the short-term business of ECGD should be
sold by means of a competition amongst prospective trade pur-
chasers and consortia,"” Secretary of State for Trade and Industry
Peter Lilley announced July 26

The government announced plans to restructure the nation's
export credit program following wide-ranging review of the ECGD
last year (BI, Jan 22, July 3, 1989)

The government, which has privatized several state-owned opera-
tions during more than 10 years in power, decided to privatize the
ECGD's short-term credit department but retain the medium-term
credit division, which is known as the prolect group

On July 27, London merchant bank Samuel Montagu & Co Ltd
issued "a preliminary information memorandum and prequalifica-
tion questionnaire to bona fide investors who have indicated an
interest in purchasing the company,"” said Mr Lilley

Copies of the questionnaire will be sent to prospective investors
on "written application to Samuel Montagu" and responses must be
submitted to the bank "by midday on 28 September 1990," he
added

"In the light of responses received, the next stage in the pro-
cess will be to dispatch an invitation to tender to shortlisted
bidders in due course,"” he noted

The ECGD's short-term credit insurance division currently is in-
suring investments and risks totaling 13 billion pounds ($23 9
billion) and represents a large majority of the ECGD's operations,
said Paul Richards, a director of Samuel Montagu

Mr Richards said that it was too early to say how much the
government hoped to sell the operations for and said any sale would
be based on qualitative issues as well as price considerations

Requests for copies of the memo and questionnaire should be
made in writing to O P Richards, Director, Samuel Montagu, 10
Lower Thames St, London EC 3R 6AE

Meanwhile, the ECGD announced this month that ItS has had
many inquiries since it extended its long-term Overseas Investment
Insurance Scheme to cover Eastern Europe in April

The organization has received more than 50 serious inquiries for
credit insurance in the last three months from British companies
seeking to do business in Eastern Europe, the ECGD announced

Most of the British companies are seeking to invest in Poland,
followed by the Soviet Union and Hungary, according to the state-
owned insurer

Two agro-industrial projects already are under way in Poland
with a value of 11 million pounds ($20 2 million) and planned in-
vestments in the Soviet Union have reached 20 million pounds
($36 8 million), according to the ECGD

The ECGD's Overseas Investment Insurance Scheme covers U K
companies against the main political risks of investing abroad
and provides long-term protection against expropriation, war or re-
striction on remittances back to the United Kingdom

The ECGD also is guaranteeing repayment of a 5 million pound
($9 million) general purpose line of credit to Hungary

The credit line is being extended to the National Bank of Hungary
to finance contracts for the supply of U K -manufactured industrial
equipment and associated services

The loan Is being provided by Midland Bank PLC

To qualify, contracts must have a minimum value of 5,000 pounds
($9,192) and be placed by March 9, 1991

Exporters can obtain further information from Alan Bortnik at
Midland Bank, 071-260-5518, or Steven Carroll at ECGD, 071-382-
7152

-By Carolyn Aldred

British Columbia views

pension plan standards

By LAURA MAZZUCA them, "the impact won't be that

dramatic,” said Neil Ramsden, a
principal with William M Mercer

Inc in Vancouver

VANCOUVER, British Columbia
-The only Canadian province

Small and medium-sized com-
panies operating only in British
country next year by passing a bill Columbia will be affected the
setting minimum standards for
private plans

British Columbia legislators are
expected to pass during the spring
1991 session the Pension Benefits
Standards Act-introduced in the
Legislature June 26 by the British minimal
Columbia Ministry of Labor-or a
similar measure

most, he adds

In fact, the province's largest
employer-the British Columbian
government itself-w 111 have to
change the most to comply with the
law, Mr MCCulloch said

The province employs about

Most companies operating there 35,000 Its nine pension plans cover
have had to comply with similar different employment levels like

The proposed effective date iS laws in other provinces, points out hospital workers, public school
Jan 1,1993 Don Smith, a senior vp with the teachers and municipal workers

Labor officials estimate, based Alexander Consulting Group Ltd and the average vesting period is
on federal tax returns, that there in Vancouver now 10 years, he added
are 3,300 private pension plans co- "The vast malority of employers Public sector plans, though,
vering 750,000 employees in the are already complying voluntarily would be exempt from funding and
province, said Bruce McCulloch, because It'S standard across the solvency requirements to be set by
director of the political and legis- country,"” he added regulators and exempt from an em-
lative branch of the Ministry of And pension plans for many ployer contribution standard
Labor companies-like banks, communi- Ontario adopted the nation's

Nevertheless, many businesses in cations networks and interpro- first private pension law in 1965
British Columbia expect the im- vince transportation firms-are al- Most other provinces have fol-
pact of the pension standards to be ready governed by federal law For Continued on next page

LONDON

Lloyd's underwriting agent
seeks stock listing by merger

By CAROLYN ALDRED Graham ment spokesman Neither suit has
The agency hopes to send out been served on the McDonnell
LONDON-London Wall Hold- documents explaining the terms of Douglas Corp unit, and the insur-
ings PLC plans to become the the merger-which is subJect to ers have not decided how to pro-
third Lloyd's of London under- agreement by 90% of each opera- ceed with the claim, he said
writing agency to obtain a stock tion's shareholders-by the end of In June 1989, the Insat 1-D, built
listing on the London Stock Ex- August, Mr Graham said, adding by Ford Aerospace Corp, was hit
change that he could not comment on by a crane hook after being mated
The agency, one of the largest in any details of the merger at this with a rocket Repairs cost insurers
the Lloyd's market, is in merger stage between $7 million and $8 million
talks with Edinburgh-based Sal- Ford Aerospace had $58 million
tire Insurance Investments i P in prelaunch coverage for the sat-
P L C -a listed investment com- Satelllte damage SUIt ellite Willis Faber PLC placed
pany Underwriters of a satellite da- $53 million of the coverage in the
A successful merger with Saltire maged on a Cape Canaveral, Fla, London market, led by Excess In-
will allow London Wall to obtain a launch pad last year are seeking $6 surance Co and Lloyd's of London
stock exchange listing in the most million from McDonnell Douglas syndicate 448, managed by the
cost-effective way, said Peter Gra- Space Systems Co of Hunting- Wellington Underwriting Agencies
ham, chairman of London Wall ton Beach, Calif,the company Ltd The other $5 million was writ-
Members Agency Ltd that loaded the satellite onto a ten by Trieste, Italy-based Assi-
If the merger succeeds, "we shall rocket curazioni Generah SPA (BI, July
probably dispose of Saltire's in- Insurers, including a Lloyd's of 17, 1989) All of the insurers are
vestment portfolio," said Mr Gra- London syndicate, have filed law- plaintiffs
ham suits in federal district court in Los The satellite was successfully
Saltire invests primarily in in- Angeles and in a state circuit court launched last month following the
surance operations and has a small in Florida to avoid being time- repairs, a Lloyd's spokesman said

stake in London Wall, said Mr barred, said a Lloyd's legal depart-

Contznued on next page

Size of quake losses still eludes insurers

By KATE McILWAINE felt in the worst-hit area, the was 373 million pesos ($164 mil-

mountain resort of Baguio north of lion), he said FGU's share of the -9.4..r

MANILARRRInSSANSHRESS M@m@@ iy 23 The death tollieisk is 24 million pesos ($1 1 mil- 1

the extent of their losses from the to more than 1

devastating quake that hit the Juan C Acosta Jr, claims man- negligible, except for the Hyatt,"

Philippines July 16
Some insurers say the final fig- a ce Corp, said the insurer's lar- had not yet detérmined its total

ure could be as high as $800 mil- gest claim would be for the losses

lion, although they say it still is too ravaged Hyatt Terraces hotel and American Home Assurance Co , a

early to accurately assess their resort in Baguio unit of New York-based American

"Our losses would have been

losses Mr Acosta said FGU and five International Group Inc, wrote /

Philippine President Corazon other Filipino insurers-which he business interruption and contents
Aquino has estimated that prop- named as Investors Insurance Co, coverage for the Hyatt Terraces
erty losses from last month's Pioneer Insurance & Surety Corp, hotel and resort, confirmed John
earthquake total from 10 billion to Philippines Home Insurance Co, Bassetto, regional vp and property

er for Manila-pased FGU Insur- Mr Acosta said, adding that FG

05

7"/ b."tx

130

1iVill 1

1,44,11 14

15 b|II|on pesos ($440 million to Liberty Insurance Co and Intin- manager for American Home in *,4 /.B# -

$660 million) trasprapa Insurance Co -were co- Manila
Following the earthquake, which insurers of the hotel's property

measured 77 on the Richter scale, coverage

almost 600 aftershocks have been The total coverage for the hotel

"We have reserved it at a 100% '

total loss," he said "It's certainly a Rescue workers sort through a collapsed building in Baguio last
Continued on next page month. followina the auake that devastated the Filininn roer,r,

Y 4

"
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Earthq uake quake and that It IS impossible to - Pansions To hold down costs and prevent the bill's effective date must be

Continued from prev:ous page grasp the extent of the devasta- _ the regulatory overload that has fully vested after five years of con-

fow million dollars Cont:nued ./rom previous page plagued other provinces, Bill 44 tinuous service after that time
"Two or three blocks have just lowed suit with all major prov- makes plan sponsors, rather than « Employers must contribute at

..Mr Bassetiq.said. he_knew. of been wiped out,” Mr Bassetto inces passing a law within several government regulators, responsible least haIf the value of an em-

ars, said Mr Smith of Alexander for compliance, he said Adminis- ployee's pension for service on or

g.u'g ranscEJ?ect):l fr.‘l’{“ $37 million to as _ Buildings that were still stand- Cyonsultlng tration will be on a complaints- after the effective date
'gh as mifiion ing were leaning against others British Columbia lagged because onIE/ basis rather than by individ- - Funding and solvency require-
Michael Yap, claims manager for and would need to be demolished, It has a leaner government than ual testing ments, to be established by regu-
the Manllla -based I\/:calr?yaln Insur- he said other provinces, it "tended to shy By contrast, Ontario regulators lation
ance Co Inc, one of the largest Other resort properties in Bagulo away from creating bureaucracy," can accept or relect pension plan Pension benefits were put on the
|n§g wp\the pll ipnines, sgid his, mcurred heavy damage, observers and nelghborm%provmces set proposals from employers, Mr table by a 1989 Ministry of Health
i ?Slno st d standards for many British Colum- Ramsden said review of senior citizens health
POTES Trom 1S 0SS adjusters an M Bassetto estimated damage bian emp|0yer3 said Mr Ramsden "There is less regulation in the needs, Mr McCulloch said
could not estimate the full extent to the Nevada Hotel to be abdut of Merce draft act than in any other of the Officials are also studying the
orits Io'sses SI 5 rlnllllon to $20 million, while British Columbia's Bill 44 is provincial acts,"” he added feasibility of creating a province-
The msmljrer's ggest claim rLow- }he H|IItog I6|ote| sustained damage based on legislation enacted in Al- The bill's main points include run pension plan similar to one
ever, would be amage td around $1 berta Many British Columbia em- playees must become eligi- now jn effect In Saskatchewan, he
lglaq(ulo tele one system, Ithou%h I;Jﬁqcoulq not |dent|fy the insur- ployers have had to comply with ble to part|C|pate in a plan after no sal
ap wou mmen one that nearCy Iprovmce s law any- longer than two years of contin- The Saskatchewan plan permits
limits of coverage or any details of The extent of damage at the way, Mr McCulloch said uous service small businesses without pension
thﬁ pollcytlt wrote for the local tel- Baguio Country Club, which was In fact, the proposed legislation - Gender discrimination IS pro- plans to buy into the provincial
ephone Sy'\s/le”é t " insured by AdIG vilalsvlaré)und $4 "doestﬂtdo anything we ha}[/entt hlbltgd rpakmf;funtlsex annant ,R ¢ stud '
r al 10N, according to Mr Bas- seen In other provinces,” except rates and actuarial tactors manda- overnment study on such a
S|AcpE§agwo %%?&‘JQ}S ¢t gtMe seug g - less strlngeElt enforcementp Mr tory pgn is due to be plellshed this
Ramsden said - Benefits accruing on or after fall
LONDON

DO YOU EVER NEED BONDS
OR F I NANC IAL G UARANTE ES I N Contznued from previous page he said, addmg it was "difficult to t:le takeover

J&H sells Willis stake trim costs on such a small syndi- Takeover insurance would cover

,) cate™ external costs associated with mer-
CANADA’ EUROPE’ ASIA’ SOUTH AMERICA Johnson & Higgins sold ItS 5% The 350 members of the syndicate chant banking, accountmg, printing,

shareholding m Willis Faber PLC wil be offered allocations on other legal advice, advertising, public rela-

Call: Darlene Bornt late last month syndicates managed by Sturge and its tions and stock brokerage
The U S broker sold ItS stake July subsidiaries, said Mr Brown The policy-underwntten 70% by
27 to several international mstitu- Accordmg to a letter sent to syn- Lloyd's underwriters and 30% by
- - tional investors for 245 pence ($4 50) dicate members, other reasons for London companies-provides hmits
3nternational Bureties , Itb. a share, helping push up Willis closing the syndicate include of 50,000 pounds ($91,925) to 500,000
Faber's share price mne pence from « "Detenorating loss ratios for the pounds ($919,250), rising in 50,000-
837 Gravier Street 236 pence ($4 33) 1988 and 1989 accounts " For 1987, pound increments Additional limits
The sale comes nearly two months Syndicate 304 reported a loss equal are available at the underwriters'

New Orleans, LA 70112 after Willis announced plans to to 8% of its premium income, and the discretion

merge with Corroon & Black Corp - syndicate probably will report larger Although the coverage has a 15-
el. (504) 581-6404 -« FAX (504) 581-1876 an announcement which threw mto losses for the 1988, 1989 and 1990 month pollcy penod, no claims stem-

disarray Willis' longstanding rela- underwnting years due to the large mmg from takeover bids that occur
tionship with J&H and the UNISON claims that have hit marine un- within three months of the policy's

worldwide network of brokers (Bl, derwriters in recent years, he said inception will be covered, accordmg

June 11) « No "reasonable immediate pros- to promotional material
Stock analysts who were pessimis- pects of a meanmgful mcrease m ma- The pohcy can be renewed for a

tic about the Willis-Corroon merger nne market rates " further 12-month penod
at the outset are now more optimistic = The "most unfortunate (under- Premiums range from 35% to 5%

I followmg the sale of J&H's 5% share- writing) position" in the Lloyd's of the pohcy limits, TOI says

F R E E F E X holding buildmg which "has had, and would All companies hsted on the Lon-
The analysts-who focused on the contmue to have, an adverse effect on don Stock Exchange and the Un-
short-term problems of the merger busmess prospects " listed Securities Market in Britain

such as the breakup with J&H-wor- Meanwhile, Sturge subsidiary Ox- are ellgible for the coverage, though

ned that Wdlis's share price would ford Underwritmg Agencies Ltd an- it is designed for companies with at
drop when the 5% was placed on the nounced July 27 that it was mergmg least 10 million pounds ($184 mil-
market, thus leopardizmg the Wilhs- two of its non-marine syndicates mto hon) m capital, according to TOI |

Corroon merger However, Willis' other syndicates, noted Mr Brown
share pnce, which has stabillzed to Syndicates 153 and 498 are being

Forahmitedtime, Travis Software tS offering employ- around 245 pence per share ($4 50), merged into syndicates 122 and 546
ers who wish to self-admmister their Flexible Benefit and a strong dollar will assist a respectively because the agency de- )) a e
. . smooth merger, they now say cided they were too small to stand
Plans a FREE. copy of the Single-Employer version "l think the whole thmg will go alone, said )I/\/Ir Brown
of our TravisFlex software sySter_n through now and the merger will "For some time we have been
What's the catch? There isn't one You'll gradually develop," said stock an- aware that the increased costs of
1 receive the latest release of TravisFlex, a alyst Chris Pountain at Morgan running small syndicates make It I n d eX
system which has been proven in the Stanley in London after the an- necessary for a basic re-evaluation
RAVE F Lg{etplace for over three years The ‘r;ouncement of the ﬁatl)e Howeverl,’]"l’I of eachdSénc::iczte'\'/T ongoing Siabil—
on't suppose it wi e a smoot ty," sai xfor anagin irec-
systen-w can handle‘everythlng from transmonp.’.) ::ar P R Will)y m a letter t% mgembers Issue of August 6
u / simple flexible spending accour‘fts Meanwhile, Willts is contmurng Sturge Chairman David Coleridge
-/ (FSA'S) tocomplex Full-Flex plans with to do business together with all the warned earher this year that it was Advertiser Page #
F 1 '/ several employee choices, benefit credits, UNISON members," said a Willis becoming increasingly difficult for
/ vacation credits, etc . and is designed for any spokesman smaller syndicates to trade effectively Citibank Custody Prod Mgmt 12
v IBM PC or 100% compatible in the Lloyd's market CNA Insurance Go
If you take us up on this offer we'll ask that Sturge closing syndicate In another recent development, N
: Sturge July 30 announced plans to Cover X 15
you subscribe to one year of our Support and Update Sturge Holdings PLC is closing acquire Lloyd's members' agency
Plan, which will provideyou with unlimited telephone down one of its oldest synchcates and Donner Underwritmg Holdings Ltd Deloitte & Touche 10
support and updates to the software for the covered one merging two others because they are for an undisclosed amount Duncanson & Holt 52
year penod at a cost of 5495 too small to operate viably as inde- Donner represents 530 Lloyd's
How can we afford to make this offer? pendent units, the underwriting members with an allocated capac- Great Amencan Insurance Co 13
) . agency says tty of about 275 million pounds
Call us and find out The offer expires August 31,1990 Marine syndicate 304, which IS ($505 9 million) As & result of the Home Insurance Company 6-7
so ACT NOW' For more mformation about the sy Ll
) ) ] managed b Sturge subsidiary Ed- acquisition, Sturge wall represent a lllinois Captive Insurance 16
TravisFlex system, other Travis products or details wards & Payne (Underwriting Agen- total of 3,150 members and have a
about this special offer contact Travis Software at cies) Ltd, will stop accepting new total capacity of 13 bdhon pounds Intl Sureties Ltd 24
1-800-324-7129 or m Houston call (713) 496-3737 business this year and wlll be closed ($2 4 bilhon) Nat'l Risk Retention Assn 15
down, confirmed Johnston Brown, Donner will remain an indepen-
Sturge's company secretary The syn- dent members' agency after the ae- RLI Corp. 1

Othe, Emplovee Benefit Systems Incli*it? Co, po,ate Cobra Managei. Group Premium
dicate's existing business will be quisition and John Donner, the cur-

BilhneManaget Remee Piemium Billing Managot. Tiavts/HRand Tiavis/Comp - - ; . . Society of Ins Research 14
reinsured into other Sturge syndi- rent chairman, will become
——— -1 Catehesaid president The acquisition is expected Travelers Insurance Co o
1 NAME Travis Software . The syndicate, whic'h began trgd— to be completed next month Travie Software 22.24
e 1001 S Drrry Ashord Sto 206 - Houston rors I ing m 1936, has a premium capacity
mry Ashford Ste 206 - Houston Texas -
1 _Phine 1 EOO 324 7129 or in Houston call (713) 496 3737 for 1990 of 14 mtillon pounds ($25 7 Wausau Insurance Company 5
COMPANY PL;::ESEND MORE‘NFO:I;;‘O::ZOH “ million), but it has been writing only Ta keover Coverage
L about 40% of its total capacity, said TOI Corporate Services Ltd and
1 0 Tramflex 0 Comotee Cubic Manager ' Mr Brown afhliate Robert Fraser Special Risks B =
O11¥ STATE ZIP [3 Imws/HR 5 Remee Premium B, ling Manager The agency decided that "it is no Ltd, a Lloyd's of London broker, are - u S InNess
L 0 GrouB Fremium Billng Manager 0 Ims/Gomp longer a viable operation It was not marketing a new insurance product Imit, J k- nee
writing anything like its capacity and to reimburse companies for expenses

L. - »1 asa result expenses were golng up," Incurred m defendmg against a hos-
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Iltaly's Generali acquires U.S. life insurer

KANSAS CITY, Mo.-ltaly's lar-
gest insurance group, Assicurazioni
Generali S.p.A., has completed its
$285 million acquisition of Business
Men's Assurance Co. of America, an
insurer based in Kansas City, Mo.

The cash-and-assets purchase of
the insurer from holding company
BMA Corp. marks Generali's first
foray into the U.S. life insurance
market, according to a spokeswoman
for BMA. The Trieste, Italy-based in-
surer has a property/casualty branch,
General Insurance Co. of Trieste &
Venice, in New York.

Generali has 56 insurance subsi-
diaries in 40 countries. About two-
thirds of its reported 1989 premium
revenue of $9 billion is generated
outside ltaly.

Business Men's Assurance, which
markets group and individual life,
health and disability coverages, re-
ported $380 miillion in 1989 gross
premium income. The insurer has ex-
tensive reinsurance operations and
specializes in health coverage for
agricultural firms.

The deal, which was initiated in
March, was completed July 31. A new
chief executive and board of direc-
tors were named for BMA after the
buyout, although the company will
retain its name, location and
staff.

Giorgio Balzer, U.S. representative
for Generali, has been named chair-
man and chief executive officer of
Business Men's Assurance. Mr.
Balzer, who will divide his time be-
tween New York and Kansas City,
will continue to oversee Generali's
other U.S. operations.

J. William Sayler Jr. was appointed
president and chief operating officer.
Most recently, he served as executive
vp-insurance operations for the in-
surer. And, John E. Walker, formerly
executive vp-reinsurance and related

services, has been named managing
director-reinsurance of BMA.

W.D. Grant, chairman of BMA
Corp. and former chairman of its in-
surance subsidiary, and W. Thomas
Grant Il, president and chief execu-
tive officer of BMA Corp. and former
president and CEO of the insurer, are
among the 14 new board membersof
BMA. Others include: William O.
Bailey, chairman and chief executive
officer of White Plains, N.Y.-based
MBIA Corp., and John P. Mascotte,
president and CEO of Continental
Corp. in New York.

Spokesmen for Generali were not
available for connment.

-By Paul D Winston

Oman insurance market

MUSCAT, Oman-The Oman Na-
tional Insurance Co. S.A.O., the lar-
gest insurer in the country, will be
among the first state-controlled firms
to be selected for a privatization
program scheduled to begin next
year, Middle East insurance sources
predict.

The Oman Ministry of Commerce
and Industry holds a 15% stake in
ONIC, while the remaining shares are
held by Omani nationals. ONIC,
which has a 50% share of Oman's do-
mestic insurance market, reported
13.5 million Omani rials ($35.1 mil-
lion at current exchange rates) in
gross premium income in 1989.

ONIC General Manager Michael J.
Adams would not confirm whether
the insurer will be privatized. Al-
though privatization of state-con-
trolled companies has been talked
about in general terms, "we are
not aware of any specifics,"” he
said.

ONIC was established in 1978 as
the first national insurance company
in Oman, Mr. Adams said. There are
three other insurance companies in

Oman that are wholly owned by
Omani nationals:

= As Nisr Insurance Co.

= Arabia Insurance Co.

= Al Ittihad Al Watani Insurance
CO.

In addition, 15 foreign insurers are
represented in Oman.

Up until last year, ONIC was the
preferred sole insurer for state-
owned risks, including the govern-
ment's largest enterprise, oil
company Petroleum Development
Oman.

However, under new insurance
regulations, 45% of state-owned risks
must be subject to competitive bid-
ding between ONIC and the other
three domestic insurers, which are
guaranteed at least a 15% share of
each state-owned risk.

"We have to bid like everyone else
now. We think the government has
done this to foster growth among the
national companies," said ONIC's
Mr. Adams.

Like all other oil-producing na-
tions in the Middle East, Oman ex-
perienced an edonomic slump follow-
ing the 1985-86 drop in world oil
prices, he said.

But, as economies began to pickup
last year with more stable oil prices,
there are some indications of insurer
premium growth as governments re-
sume infrastructure projects, Mr.
Adams said.

Nevertheless, insurance in the Gulf
states remains fiercely competitive,
he said.

-By Maria Kietmas

Munich Re results

MUNICH, West Germany-Munich
Reinsurance Co. is confident it will
report an increase in profits for 1990,
despite suffering several major losses
including the second largest loss ever
to hit the company.

Munich Re announced late last
month that its premium volume for
the year-ending June 30 had in-
creased 1.5% to 12.6- billion deut-
sche marks ($7.59 billion at appro-
priate exchange rate) from 12.4
billion deutsche marks ($6.36 billion)
at June 30, 1989.

The company also said that it will
show an increase in profits from 62.7
million pounds ($37.8 million) in 1989
when the 1990 profits are published

in November. Munich Re would not

disclose its 1990 profits as of June 30,

but said that the increase will enable
the company to produce the same
dividend to shareholders as it did in
1989.

The company expects an increase
in profits despite a slew of claims
from natural and man-made disas-
tens that hit Munich Re during the
last half of 1989 and the first half
of this year.

The losses include the series of
storms that whipped Europe in Jan-
uary and February, which are esti-
mated to have caused $8.8 billion in
total insured losses (BI, April 30).

Together, the string of windstorms
is the second-largest loss ever in-
curred by Munich Re in its 110-year
history, a Munich Re spokesman
said.

Although the spokesman would not
say what the cost to Munich Re wiill
be from the European storms, he said
only the 1906 San Francisco earth-
quake has produced a greater single
loss for the reinsurer.

That earthquake cost the company
11 million deutsche marks, which
was greater than 10% of the com-
pany's total premium volume that
year, he said.

However, Munich Re is adequately
reserved to prevent a serious impact
on the balance sheet from last year's

losses, according to the spokesman.
Munich Re said other losses to hit

its 1989-1990 results include: Hurri-
cane Hugo (BI, Oct. 2, 1989; Sept. 26,
1989); the 1989 San Francisco Bay
area earthquake (BI, Oct. 30, 1989;
Oct. 23, 1989); and industrial fire
losses in Belgium, West Germany and
Texas, which likely includes the ex-

plosion last October of a petrochemi-
cal plant in Pasadena, Texas (BI, Oct.
30,1989).

The company would not give spe-
cific details of the losses incurred by
the company until its results are
published in November.

The largest portion of Munich Re's
premium volume in both 1989 and
1990-2.5 billion deutsche marks
($1.51 billion)-is generated by in-
suring industrial "fire" risks. The
term fire is used by European com-

panies to differentiate between prop-
erty loss caused by fire and property
losses caused by other perils such as
windstorm and flood.

Roughly 2.2 billion deutsche marks
($1.32 billion) comes from auto risks,
up from 2.1 billion deutsche marks
($1.08 billion) in 1989; 2.2 billion
deutsche marks from life insurance,
up from 2 billion deutsche marks
($1.03 billion) in 1989; and 1.4 billion
deutsche marks ($843 million) from
liability risks, down from 1.5 billion

Business Insurance covers

powerful issues

deutsche marks ($768 million).

The rest of the premium volume
is generated from accident, marine,
aviation and miscellaneous risks such
as theft, water damage, hail, livestock
and homeowners, said the spokes-

Munich Re increased its share cap-
ital last December to 655 million
deutsche ($387.6 million) marks from
590 million deutsche marks ($332.6
million) at year-end in 1989.

-By Stacy Shapiro

NMermMsurancce

International Markets & Lloyd's Report

Directory: Worldwide Reinsurers
Distribution: Monte Carlo Rendez-Vous de Septembre

Over 155,000* readers will receive this important Bl issue,
focusing on the monumental political and economic changes
taking place in Europe and indeed affecting all economic

markets.

The September 3 issue will be distributed at the Monte Carlo

Rendez-Vous de Septembre, the largest gathering of reinsurers
worldwide. This issue - devoted to international markets -

contains an extensive profile of LIoyd's of London, the world's

oldest insurance marketplace, its reaction to the European
political and economic changes, plus a look at their major
markets - marine, non-marine and aviation. Bl editors will also

rank the 20 largest reinsurance companies in the world and

provide the views of top executives on trends, problems and
proposed solutions. A directory of Worldwide Reinsurers with

up-to-date information on companies and contacts rounds out
this special International issue.

Insurance industry executives rely on Business Insurance to put

the new global economy into focus. An exclusive environment of
news and editorials aimed at a high calibre audience is the
reason advertisers rely on Business Insurance. Don't miss this
International feature. Call today for space reservations.

*includes pass-along

Issue: September 3
Ad Closing: August 21

Business
INsurance

A publication of Crain Communications Inc

New York: 212-210-0228
Chicago: 312-649-5276
Los Angeles: 213-651-3710
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RATES AND CLOSING TIME:

Rates Displail dahs#d Is $108 50 per colwn, 1/tch, 1/imimitm ofone inch Straight classfled is Closing: Published every Monday Copy must be m typewritten for/,i 1,1/ noon Titesday. 6
$900 per line, minmium of 6 lines Count 34 characters per line (mclude each space and days preceding publishing date No verbal phone copy accepted Prepayment required for
punctuation as a duiracter) Additional $17 50 charge for all blind box ads Only those reponses straight advertisements Mail ads to Margaret Hikido, Classified Advertising, 740 N Ri,41

wlitch flt into a business size envelope will bi forwarded Responses are forwarded daily

St Chicago, IL 60611 For more mformation call 312-649-5340 FAX 312-280-3189

ALABAMA
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GILBERT HAFNER & COMPANY

Insurance Staffing Consultants
6060 N Central, LB654 Dallaq, Tx
75206 214/361 9341

TRUCK AGENTS

Stop Wasting Your Time
Improve Your Hit Ratio
Increase Your Market Share
We Sell Truckers X-Dates
"NATIONWIDE"

800-288-XDATES (9328)
Not Available In Ali States

Non-admitted insurance com-
pany client seeks MGA book
of profitable P&C and/or
health business in CA, FL, TX,
GA, NC, SC & some others
Send full details (Including
loss history, present carrier &
commission requirements) on

TPA SALES

Irvine, California based start-

self-funded medical plans
Knowledge of re-insurance
and regilatory environment
required Light travel within
California Salary plus bonus

Sena resjme and salary re- Responsibilities include implementation of pension board
policies, management and operation of all accounting,
cash management and EDP operations, coordination of
WGA INSURANCE SERVICES investment consultants, life and disability insurance plans,

and preparation of financial and administrative reports

quirements to

Diana De Wees

P O Box 2130
Newport Beach, CA 92658

* OFFSHORE COMPANIES

* NON RATED COMPANIES

* COMMERCIAL ONLY

* FLEXIBLE RATES
We specialize in companies which
lack sufficient financials to obtain

conventional premium financing
Funded Trust Accounts are nor-

mallv required ol non-rated com-

confidential basis for prompt pames, or companies which cannot

reply
WESTMINSTER/ORIENT
CAPITAL CORPORATION
2121 AVE OF THE STARS
SUITE 629
LOS ANGELES CA 90067
(213) 551-6529- FAX 551-6622

CLAIM MANAGEMENT

pasf our credit test

Call or Write
BIC PREMIUM FINANCE

10420 OLD OLIVE ST RD
P 0 BOX 66967
ST LOUIS, MO 63166-6967
314-997 3660 or 800-7274446

MANAGER
TECHNICAL
ADMINISTRATION

The Promus Companies, formerly Holiday Corporation, has
an opportunity for a professional to manage the technical
administration o f claims m the Promus Companies Corporate
Property Casualty Insurance Program

You will provide direction and assistance to Hotel/Casino
management and establish procedures for effeitive administra-
tion of worker's compenation general/auto hability, property
damage, employee dishonesty/fidelitv and business interrup-
tion claims You will also supervise the activities of third
pany claim admini,trators and ensure comphance with
established procedures and statutory guideline

The successful Landidati hould havi at least 8 years of
progressive epenence in management of multiple lines claims
including 2 >ears of managerial/super-.isory erpirience

Previou experlence m a corporate claim management en-
vironment for a self-insured company ib required College
degree required with ARM, AIC, or Ct'CU designaticms a
definite plus The suciesful candidate must work with minimal
upervision, possess e\cellent writtenioral communications
kills, negotiation skills dicision making ability and good
management skills Knowledge of litigatic n management and
statutory requirements ts eential Expinence with loss in-
formation systems and micro-computer .irphiations desirable

Position requires 20 travel

Compensation target 16 set at $47 000 with benefits and
bonus additional Memphis iS d low lost high quality living
environment with acce,, to quality sirvices and recreational

opportunities

Resumes or letters of response houid be sent to The Promus
Companies, Bor ERCR, 1023 C herry Rd , Memphis, -IN 38117
We are an equal opportunity/affirmativt action employer

Harrah's-the world's premier casino gam,ng company, servtng
customers in all five major U 5 markets

Embassy Suites,the leader in the all-suite hotel segment
Hampton-the leading limited-facility, economy-prices hotel

company

Homewood Suites-the highest quality residential style all-
suite hotel, serving extended stay customers

PRO"MUS.

oA g =

Pension Plan Executive-CFO
wap> T /A meaeaed s salesppaersorn Ffaor

Excellent opportunity for a take charge executive to man-
age the finances and accounting of a multi-million dollar, ventiable record of creating.
1000 plus participant, national Jewish pension plan lo- buildmgand maintaining client

cated in New York City

SALES EXECUTIVE
Nationwide erpanvon prompts,
earch for proven ¢,alei protej- Must be knowledgeable re-
garding small light planes
including ultralights Other
recreational underwriting ca-

AVIATION

UNDERWRITER

vonal iii elect buwne cen-

ten and region Muu have

pabilities a plus We are an
. L L insurance firm that respects
relation4hip in commercial in-

talent and pays not only a
salary, but bonus and a full

benefit package Please send

urance broker,ige, under-
writino or finanildl ervice

We otter innovative premium

resume to Complete Equity
fimnance ervice to the mot

Markets, Inc , 1098 S Mil-
waukee Ave, Wheeling, llli
nois 60090, ATTN Theresa

reOpected commertial agents
and broken m the U S Solid

Superior communications and interpersonal skills required bae and vrong incentive plan Mikosz
to Interact with the board, consultants and professional can redlivkally exceed $1()OK

participants

Please send resume and salary requirements (only re- ttal Our employee know ot

PROGRAMS WANTED ! PREMIUM FINANCING sumes and salary requirements will be considered) to
Box MK 1520, 5th Floor,

71 Fifth Avenue, New York, NY 10003

V.I.P. RESOURCES, INC.

Executive Recrutters

Domestic & International

EMPLOYEE BENEFITS

200 Park Ave , Suite 303E
New York, New York 10166
(212) 344-2100

Director
of Risk

Management

Billion dollar retailer located
In New Jersey seeks a pro-
fessional to reconfigure the
department Must have

experience in large retail
store environment with

particular emphasis on

-Claims administration
-Workers compensationand
general Itabllity
-Safety programs and
loss prevention
-Insurance procurement

Additional experience in

benefit plans administration
would be a plus A minimum

of 7 years solid relevant
experience with a history of
accomplishment is required

Please forward resume with

salary requirements to
BOX 344-8,
60 E 42 St, NYC 10165

fual opport,rvt, .rpq- =
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Circulation Breakdown*
Commercial Consumers

Administrative
CEO s Presidents and Owners

Administrative Personnel
Financial

Chief Financial Officers and Vice-presidents of Fl Activity, (MWS), Quantico, Va 2£134-
2382 5000

liarice
Secr*nes Treasurers coners and oeier Fin2nc
Persorrd 3562
Risk/Elipiliyee Benefts

Vice presidents diredors managefs and ouler m- fice is seeking an individual to manage
Ated departnent person,let of nsurritv rlsk em- a county-wide insurance and fringe
ployee benefts personnel connpensa pension benefi program for 6000 + employees

sate{y security nd,41 datons himili Bsourles positic n reguirei ex tensive experience

and aT4]loyeellabor 11#a60rls 566
Sub-total 24,648
Associations
-= Untors and m al Irs&ors 1 389
Commercial Consumers

Sub-total 26,576
Insurance Agents and Brokers 10223
Insurance Companies 7713

kcounmnts Ad)JafleS At60,neys & CC1151*$ 3353
Adjusters Appraisers TPA s Captive Managers
& Health Care Providers 1115
Others Allied to the Field 2149
ToTAL 51,129
Source Business/Occupational breakdown of
qualified circulation November 2' 1989 Issue
as submitted to BPA for Decemier 1989 BPA

Publisher s Statement

3 291 parties should sub™'t letters request-
Vice Presidents General Manage s and Other irgg RFP information by 18 Aug 90 to
3 847 Comman rps, Mo-

All ubmiion dre confiden-
SITUATIONS WANTED

edme and earn-

R R ACCOUNTING/FINANCE IN COLORADO
ing hitory to Box 2622.  cpaw/100i 11 vipurirnic.tcompan1
Buciness Insurance, 740 & biokir.,ge tiv,1 g,ner.,11*,t w/,p in
| TAT GAAP 7 8 Syxtenh Lou re-
Rush St , Chicago IL 60611- *crving Inve.tmunt, PAr,c,nnel Mgmt
2590 Ek Te.implapir Turn,round frpir-
ti., W,Int d po.ition ./.Imp,in, or
brokeragi firm Fir 10{441-6021

INSURANCE MANAGER

AGWAY HELP WANTED BUSINESS OPPORTUNITIES
ACTUARIAL - MET
Best's rated A + 15 insurer of Califor-
) . ) nia loeated $40 million multiple em- Once€ in a hfetime opportunity We own
Challenging opportunity to di ployer trust requires FSA or near-FSA J .tati of the art autom,it,d he,ilthcart
rect insured and self-insured pro- with exi)erlence in small group medica ilaim. ddmini%tration and PPO.v.tim
?ratn_e U&gerwntmgdand clgnEs mar] etg ace Located m Freno m of- l%y ||cenceé/v .cannof sell i bu,ﬁ w« can
equired Finance desired Exce- fices o admlnt.ﬁra orbut repgrtl %to dg .|an vintult will W,%I)%
lent benefits insurer Duties include product design, hardwart oftware software suppo
X pricing and Mperlence analysis Salary md tr..ining For more information call
Send resume and salary require- commensurate with experience Send Glenn [)avis or George J Bregante at
ments m confidence to resume to P O Box 9576, Fri-no CA (805) 683-3663
93793 or FAX 209-411-7936

" THIRD PARTY ADMINISTRATORS
Central N Y Location

R Schlote

Agway Inc. NOTICES NOTICES
Box 4933
Syracuse, New York 13221 IN THE CIRCUIT COURT OF IN THE CIRCUIT COURT OF COOK
EOE COOK COUNTY, ILLINOIS COUNTY, ILLINOIS

COUNTY DEPARTMENT,
CHANCERY DIVISION
IN THE MATTEROFTHE IN THE MATTER OF THI LIQUIDA-

LIQUIDATION OF) TION OF)

ASSOCIATFD LIFE INSURANCF UNITED FIRE INSURANCF COM-

We are PRESCRIPTION DE- COMPANY) NO 88 CH 6942 PANY ) NO 88 CH 6942

L NOTICE NOTICE

LIVERY systems, specialists

in designing, administering, PLEASE TAKE NOTICE that on PLEASE TAKE NOTICE th/t on

and providing prescription March 1 1989 an Order of liquidation Mdrch J 1989 an Ordtr of Liquidation

d benefit plans that meet with a Finding of Insolvency was en- with a finding of Insolv,nev w.p. en-
rug .p N tered a%ainst Accocidled Life Insurance tered against United fire In.urance

employers'objectives We are Company ( Associated ) by the Honor- Company ('United Fire ) by th, Hon-

in need of experienced able Harold A Seirgan Judge of the orable Harold A Siegan Judge of thi

ircuit Court of Cook County, lllinots Circuit Court of Cook Cournty lllinoi,

group sales brokers to wo-k Zack Stamp, Director of Insurance of 7ack Stamp, Director of Insurance of

with PDS the State of lllinois, 15 the statutory the State of lllinois 14 the statutory

Candidates must have a mint- and court affirmed Liquidator of Ar and court affirmd hquidator of United

b Fire
mum of 2-3 years group expe- soctated
rlence and have a strorg TAKE FURTHER NOTICE that pursu- TAKE FURTHER NOTICE that pursu-

knowledge of group heal-h ant to said Order all rigahts and habili- ant to thi Orderof said wurt all rir%h_t,s
field ties of Associated™and its creditors, pol- and habilities of United Fire a it'.
K X . icyholders and all other persons .rediton polt.yholder.and all other
Enjoy the prestige of being as- interested in its asiets are fixed as of perbone, interested in its assets are

sociated with one of the plo- March 3 1989 unim. otherwise pr ,- tixed ds of March 1 1989 unless other-
L. . . vided b such further Order of the wise provided by uch further Order of

neer prescrlptlon mail service the Court

firms

If you have what we need and TAKE FURTHER NOTICE that an> and TAKE FURTHER NOTICE that an, and

all persons partnerships corporations, all persons partnerships corpontions
are ready for the challenge associations, estates trusts and gov- dvociations, estatts tru<,ts and gov-
that will parallel your growth ernmental unit< having or claiming to ernmental units, having or claiming to
with ours, write us havi any accounts debts, claims or de- have dry accounti, debt. claim or de-
mands against Associated or claiming mandi against United Firi or Claiming
any right title or interest in or to any any right title or int{.re,,1 in or anp
fundi or property of Associated in the funds or property of United Fire in
possession of the Liquidator are re- the posession of the Liquiddtor are re-
quired to file d Proof of Claim with the quired to file a proof of Claim with the
Liquidator on or before 4 30 p m Chi- Liquidator on or before 4 30 p m Chi-
cago Time December 31, 1990 cago T,me December 11 1990

COUNTY DEPARTMENT, CHANCERY
DIVISION

GROUP SALES BROKER

Court

PRESCRIPTION DELIVERY

SYSTEMS, INC
49 South York Road

Hatboro, PA 19040

ATTN Vice President

of Operations TAKE FURTHER NOTICE that the TAKE FURTHER NOTICF, that th,
form and required content of all proofs form of and required content of all
of cldim are described in thi lllinois prooh of claim are described in the llli-
Revised Statutes, 1987, Chapter '1, nols Revised Statute' 1987, Chapter
Paragraph 821 Proofs of claim, to- 71 Paragraph 821 Proof, of claim to-
gether with supporting documents if gether with supporting documints if
st.for arpressipns of interest The an are to be filed with and may be am art to be filed with and ma=> b,
US'ifarine C075S Hotai, Walfr, and Seured rom the Soseial Dot iaul: sequisd fomudhe Special Deput i
expressishs afTtefestfem TPA'S or pany InLiquidaiion, 446 East Orario eany, |nLiguidaign 446 East ntario

s +ling shall occur upon tte re- 60611 hhng shall occur upon thc re-
P&C insurance program Interpsted 6c%§p;lt1o |5roof of Claim by the Liquida- ceipt of Proof of Claim by the Liqui(la-

tor The Liquidator reserves the right tor The Liquidator res,rves the right

to require such additional Information to require such additional Information

with respect to ar]ly claims as he may with respect to an%_clain_'\s as he may

deem necessary The Liquidator firther deem necessary The Liquidator Fur-

reserves all rights to any and all de- ther reserves all right to any and all

fenses of Associated concerning such defenses of United Firi concerning
. claim All Proofs of Claim must beddly such claim All Proofs o f Claim must be

Manager - Benefits/Insurance ) . )
Th sworn to before an Officer authorized duly sworn to before an Officer author-
e County of Ventura Personnel Of- .
to take oath. ized to take oaths

HELP WANTED

CLAIMS ADMINISTRATION

dant of the Marine C
rate, Welfare and Recreation Support

THE LAST DATE FOR THE FILING OF THE LAST DATE FOR THE FILING OF
PROOFS OF CLAIMS WITH THE LIOUI- PROOFS OF CLAIMS WITH THE LIQUI-
. ) o . N DATOR AT HIS ABOVE MENTIONED DATOR AT HIS ABOVE MENTIONED
in berefils administration flexible
: f OFFICE IS DECEMBER 31, 1990 AT 4 30 OFFICE IS DECEMBER 31, 1990 AT 4 30
Cafeteria ) plan, and 401(1)/45' pro-

539 grabr',l ?ﬁn.e_'istr ticf experience iesir- PM, CHICAGO TIME NO PERSON PM, CHICAGO TIME NO PERSON
e the en é

a ounty 0 ura is Tccated H
on the pacific Ocean north of Los An-
geles County and Just south of Santa
Barbara County in beautiful SOLthern
Califo-nia Apply immediately Fir job
information and application forms,
contact

VINGORGHAMING L2 HAVE ANY EAYING.OR GEAMMING.IQ HAVE AN

INSURANCE COMPANY, SHALL PAR- ANCE COMPANY SHALL PARTICIPATE
TICIPATE IN ANY DISTRIBUTION OF IN ANY DISTRIBUTION OF THE ASSETS
THE ASSETS OF THE COMPANY UN- OF THE COMPANY UNLESS SUCH
LESS SUCH CLAIMS ARE FILED WITH CLAIMS ARE FILED WITH THE LIQUI-
THE LIQUIDATOR ON OR BEFORE DE- DATOR ON OR BEFORE DECEMBER

CEMBER 31,1990 AT4 30 P M 31,1990 AT 4 30 P M
Ventura County Personnel

800 S Victoria Ave
Ventura, CA 93009
(805) 654-2639
FAX (805) 658-6244
AnEOCE

James W Schacht, Special Deputy Lig- James W Schacht, Special Deputy Lig-
uidator, Office of the Special Deputy, uidator Office of the Special Deputy
446 East Ontario, Suite 700, Chicago, 446 East Ontario Suite 700, Chicago,
Ilinois 60611,(312)915-4700 linoi-, 60611,(312)915-4700
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IBM benefits IBM will pay 100% of the cost of halfway houses wlll now be covered ees, their parents, employees spouses sen benefit level
the first year of mpatient care after treatment facihties and spouses' parents Mr Lane said IBM's rates will be

Continued from page 2 deductibles for people who obtain "This will be the largest program In April 1989, Ford Motor Co based only on IBM participants' ex-
of about 10,000 mental health care care from network providers IBM m the country, not only because of began paying for long-term care ben- per'lence "This is unique," he said
providers The network will Include will cover 80% of the cost of mpa- the number of employees and par- efits for 6,600 employees and retirees "All other plans, to my knowledge,
psychiatrists, psychologists and other tient care, after deductibles, in sub- ticipating providers, but also because in the Louisville, Ky, area However, are pool-rated "
clinical practitioners like therapists sequent years of the breadth of covered services," the Ford plan, which came about
and social workers, acute and resi- IBM will continue to provide cur- Mr Matson said through collective bargaining ses- several financial guarantees
dential.treatnjl_e'nt facilities, and rent inpatient coverage levels to those At a time when most employers sions with the United Auto Workers - Assets from participant premi-
counseling facilities who do not obtain mental health care are attemptmg to curb health care union, is a pilot program scheduled ums have a guaranteed rate of re-

APM also will manage the net- from network providers 80% of the costs by channeling people away to be completed after 1991 (BI, turn to ensure adequate reserves
work and provide case management cost for up to the first 90 of days of from expensive mpatient services by March 27, 1989) Ford has not said - The amount that premiums can
and utilization review services for the care and 50% of the cost of care from offermg incentives to use less costly whether the plan will be contmued be mcl'eased is limited
duration of the five-year contract 91 days up to a limit of one year, outpatient clinics, IBM's plan is being after the pilot program expires Mr Lane of TPF&C would not

Under the managed mental health after deductibles applauded by employee benefit con- IBM's LTC program will be avail- elaborate about the limitations
care plan, cost increases are expected All beneficiaries, regardless of sultants for its generosity able to more than 500,000 lives, ac- Our eyes popped out when Han-
to decline as services rendered be- whether they use network provid- IBM "is domg the right thing with cording to Bryan Lane, a principal in cock agreed to these requests It has
come more appropriate, explained ers, are subject to deductibles eq- their mental health program," said TPF&C's Stamford, Conn, office, never been done before on LTC, and
Suzanne Gelber, a consultant in the ualing 40% of the cost of the first Bill Danish, a consultant with Kwa- and the supervising consultant for it's important because we don't know
New York office of TPF&C day of room and board sha Lipton m Fort Lee, N J the IBM prolect yet future morbidity with regard to
The cost of outpatient care up to "Even though (all mpatient ser- Under the plan, which w111 be un- these plans They're relatively new,"
gularly There will be no unneces- $15,000 will be covered at 80% when vices) are covered at first, it's man- derwritten by Boston-based John Mr Lane said
sary admissions IBM would prefer network providers are used, after de- aged With explodmg mental health Hancock Mutual Life Insurance Co, Open enrollment in the LTC pro-
to control care rather than slash ben- ductibles IBM wil pay 50% of out- care costs you can either cut benefits the company wiM pay up to 20% of gram unll occur later this month, and
efits.” she said patient care costs from $15,000 to or manage them Although it's a huge annual premiums through a "per- coverage is effective Oct 1

"We are hoping that by manag- $25,000, with $25,000 the limit of co- undertakmg, managmg a psych pro- sonal health assistance/preventive Kathy Glynn, a consultant m the
ing health care we can get annual vered care gram hke this is a good approach Washington,DC, office of The
cost increases down into the single About 67% of employers"with psy- IBM will increase the annual Wyatt Co, commended IBM for pick-
diglts," Mr Matson said "However, rent outpatient coverage levels to chiatnc case management report cost amount that It contributes to indi- ing up a portion of LTC premiums
this isn't a precise science, so we can- those who obtain care from non-net- savings, although these savmgs are vidual health assistance accounts to "This is a significant move," she
not predict exactly how much this work providers 50% of the cost of usually less than 5%," said David $500 m 1991 from $200 currently said "Twenty percent, although
will do It isn't intended to save outpatient care up to $25,000 Selfried, a consultant m the Seattle Employees can use the funds in small, is significant relative to no
money, but to control costs " Deductibles for outpatient mental office of Hewitt Associates the account to pay for up to 20% of contribution at all But, I'm not sure

Mr Matson said APM was selected health care w111 equal 0 003% of an- "With 700,000 covered lives and LTC prermums it will lead other employers mvolved
from more than a dozen mental nual salary, or $150, whichever 15 100% coverage (for inpatient care), "

health care utilization review firms greater

John Hancock also has included

"Every case will be reviewed re-

care account "

IBM w11 contmue to provide cur-

Remaining funds can go toward with LTC to do it, too
it wlll be a hell of a prolect Even preventive care not covered by the
IBM IS offering a transition pe- so, | support it," Mr Selfned said medical plan, such as physicals and clude
duce overall mental health trends nod for those currently under mental Eileen McCabe-Settmen, a consul- vision and hearing exams - A catastrophic care assistance
IBM would have experienced with health treatment, Ms Gelber of tant with Buck Consultants Inc m The plan will offer three levels of program, under whch employees and
the absence of a managed mental TPF&C pointed out Secaucus, NJ, said she was "sur- daily nurmng home care, home health dependents with cancer, acquired
health network," said Thomas J Ne- Those who are hospitalized may pnsed to see the 100% coverage level" care and adult daycare coverage immune deficiency syndrome, head
ville, APM's chief operatmg officer remain there until treatment is con- for mpatient care from network pro- Under the plan, participants can and spinal injuries, severe burns, dia-
The contract between IBM and cluded and receive m-network bene- viders select a $150, $100 or $50 daily maxi- betes, respiratory problems and preg-
APM contams performance guaran- fits, Ms Gelber said "The only way to achieve cost sav- mum nursing home beneht The daily nancy complications, among other
tees, but Mr Neville declined to pro- Those who are receivmg outpatient ings with their plan design is for home health or adult daycare benefit ailments, can call a 24-hour toll-free
vide details care on Oct 1 will receive the equiva- APM to really be aggressivein settmg options are $75, $50 and $25 phone hne and receive information
IBM would not comment on the lent of m-network coverage for six up a network of cost-effective pro- Mr Lane said premiums for a 35- and referrals
performance guarantees months, after which they must either viders Then, they must really mom- year-old selectmg the $100 nursing Employees with these conditions
The network is scheduled to be choose a provider within the network tor care " home benefit will be about $160 an- also can voluntarily participate m
operational on Oct 1 m Callfornia, or receive reduced coverage Ms McCabe-Settinen expects that nually A 55-year-old with the same case management administered by
Texas. the Washmgton, DC, metro- "This, too, is pretty generous," Ms other large employers w11 look at the benefit wlll pay about $465 annually Berwyn, Pa -based Intracorp, a unit
politan area, Chicago, and Atlanta Gelber said "Ninety days is more IBM plan as model The program includes a non-for- of CIGNA Corp About 1,000 cases
Initially, about 150,000 participants normal durmg a transition period” "IBM is a trend-setter It's a blue feiture provision, under which par- per year are anticipated
will be served, Ms Gelber said The The network also provides cover- chip company, and its endorsement ticipants who pay premiums for 10
network will be operational nation- age for services currently not covered of a program hke this should have years can discontinue paymg premi- mum dental benefits have been in-
wide by the end of 1991 under the IBM plan, Ms Gelber a npple effect,” she said ums and still receive 30% of the value creased to $8,500 from $7,500 And,
IBM's managed care plan would pointed out For example, counsehng IBM also is the first major com- of their benefit level Participants hfetime orthodontic benefits at IBM
improve coverage for those who ob- by social workers m the network w111 pany to subsidize a long-term care who drop out after paymg premiums have been mcreased to $1,350 from
tam care from network providers be covered, and group homes and msurance program for all its employ- for 25 years receive 70% of theircho- $1,100

Other improvements at IBM m-
APM expects to "significantly re-

= The individual lifetime maxi-

AIDS coverage ruling

Continued from page 1 The H&H benefit program does not proach," said David Young, a con-
As a self-funded plan, H&H's plan prohibit changes, Judge Black wrote sultant with The Wyatt Co in Wash-

is exempt-under ERISA's pre-emp- "Just as defendants can make the mgton, D C

tion provisions-from benefit re- benefits larger for AIDS patients, "The pubhc relations consequences

quirements Texas imposes on health they can also make the benefits are likely to be Draconian You are

policies sold by commercial insurers smaller "

Insurance services guide

almost assuring yourself a spot on the -
As of last year, state law bars subh- H&H attorney Mark Huvard, a evening news," said Henry Saveth, a 1cs TEMPORARY
mits on health policies partner with the Houston law flrm prmcipal with A Foster Higgins & -RG

After the changes m the health care of Engelhardt, Harberg & Huvard, Co Inc m New York
program were made, Mr McGann hailed the court decision as correct "There could be a real employee
sued H&H, Brook Mays Music Co in "I'm happy that they (H&H and relations and pubhc relations prob-
Houston-H&H's parent company- the other defendants) won They fol- lem," said John Hoos, a consultant
and General American The suit, lowed the law as the law now exists," with Hewitt Associates in Lincoln-
which charged that the defendants Mr Huvard said shire, Il
violated ERISA provisions that bar Mr Huvard said H&H changed ItS Indeed, two years ago, Circle K
discrimination against plan partici- medical plan because the company Corp, a Phoenix, Ariz -based na-
pants, sought reinstatement of could not afford to bear the risk of tional cham of convenience stores,
$995,000 in medical benefits and $4 AIDS claims quickly canceled-after a blast of ad-
mlilion in punitive damages (Bl, Nov "There was no discrimination" verse pubhcity- change m its self-
27, 1989) agamst Mr McGann, he said funded health care plan that would
But Judge Black dismissed the suit But Thomas Stoddard, co-counsel have ellminated coverage for AIDS m
While ERISA, he wrote, estabhshes for Mr McGann and executive diree- some cases
uniform standards on reportmg, dis- tor of Lambda Legal Defense and Circle K initially said it would no
closure and fiduciary responsibility, Education Fund, a New York-based longer pay for health care claims it
it does not require employers to pro- legal organization for lesbians and determmed were caused by "personal
vide particular benefits gay men, descnbed H&H's action as hfestyle decisions" Under the policy,
Judge Black wrote that the changes "offensive"” AIDS cases caused by blood transfu-
In H&H s group health care plan "The employer only was concerned sions were covered, while AIDS
were consistent with the purpose of with AIDS What is offensive 15 that claims filed by homosexuals and drug
ERISA protectmg the plan the employer smgled out AIDS" m users were not (Bl, Aug 15, 1988)
"Defendants made changes in the impomng the $5,000 cap on benehts, Most likely to prowde mequitable
plan because m past years the plan Mr Stoddard said benehts would be smaller firms that
:uffered senous financial losses De- "The case has extraordinary un- are less hkely to be in the pubhe eye
[endants were faced with either portance"” Mr Stoddard said, addmg and would have more difficulty ab-
dropping the plan altogether or mak- that unless the decision is overturned, sorbmg the cost of an AIDS claim,
ing changes The alterations were not employers will be encouraged to dis- consultants say
made to discriminate against criminate m their health care plans But the Americans with Disabil-
McGann or anyone who was diag- agamst employee with AIDS ities Act, signed last month by Presi-
nosed with AIDS," he wrote The Mc(Jann case is now on ap- dent Bush, could make it more diffi-
Judge Black noted that summary peal to the U S 5th Circuit Court cult for companies to provide
plan descriptions H&H distnbuted to of Appeals m New Orleans discriminatory health care benehts to
employees made clear that the com- But benefit consultants say most employees with AIDS
pany could amend or terminate the employers, especially large com- Under Section 501 of the law,
health care plan at any time pames fearmg adverse pubhcity, are which does not go fully mto effect
"Therefore, beneficiaries were put unlikely to cap benehts just for em- until July 1992, employers and msur-
in notice that from year to year their ployees with AIDS
group medical plan could change,"” "I don't think major employers ister health care plans in accordance
ludge Black wrote would rush to embrace this ap- Continued on next page

ers can contmue to offer and admm-
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AIDS ruling

Continued from previous page
with or not inconsistent with e*isting
state or federal laws.

For example, Section 501 says
nothing in the ADA should be con-
strued to restrict a company from
establishing or administering a bona
fide benefit plan based on under-
writing risks, classifying or adminis-
tering risks that are not inconsistent
with state law.

However, Section 501 also says this
special insurance and employee ben-
efits exemption should not be used as
a "subterfuge" to evade the purposes

ates survey found that 72% of em- 1
ployers did not have any AIDS cases |

over the last year, while 12% had
only one case.

In addition, a Foster Higgins sur-
vey found that 40% of employers said
they had AIDS cases at some time,
with the number of cases averaging

five.

And, health insurance payments

for AIDS cases comprise only a small ,
percentage of health insurers' total |

claims.

For example, a survey of 274 in-,

surers by the American Council of

Life Insurance and the Health In- 1

surance Assn. of America found that
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terfuge, said Frederick Rumack,
director of tax and legal services at
Buck Consultants Inc. in New York.
Despite all the publicity, employers
currently are not swamped with
AIDS cases. A recent Hewitt Associ-
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While about 85,000 Americans had
died of AIDS as of June 30, the eu-
mulative death count could reach be-
tween 285,000 and 340,000 by the end

of 1993, according to the U.S. Public
Health Service. -

Insurer told

it must pay
for transplant

NEW YORK-Empire Blue Cross
& Blue Shield must pay for a bone
marrow transplant procedure for a
human immunodeficiency virus pa-
tient, a state trial court has ruled.

On July 31, New York Supreme
Court Justice Elliott Wilk rejected
the insurer's contention that it should
not be held liable because the trans-
plant, which costs up to $150,000,
was an "experimental/investigative"
procedure that so far has only been
performed five times for an HIV pa-
tient in the United States.

Empire BC/BS does not "think the
decision was justified. We will review
the judge's written decision and con-
sider an appeal," said a spokesman.

The ruling could let Thomas J.
Bradley receive the transplant from
his twin brother within several
weeks, said his lawyer, Evan Wolfson
of the Lambda Legal Defense and
Legal Education Fund, an advocacy
group in New York.

The transplant would be needed to
replenish Mr. Bradley's bone marrow
cells following chemotherapy treat-
ment, Mr. Wolfson said.

Mr. Bradley, a 46-year-old Queens
school teacher, was diagnosed as
having HIV, the virus that can cause
AIDS, in 1986. He has contracted T-
cell lymphocyte immune deficiency
as a result of the virus, which has
weakened his immune system.

A spokesman for Empire BC/BS
said it had to deny Mr. Bradley's
claim because if his case were
adopted as precedent, rates would
escalate. He added he knows of no
insurer that has paid for such a
transplant for an HIV patient.

Mr. Bradley, a 20-year employee
of the Bayport Bluepoint School Dis-
trict in Long Island, sought coverage
from the state's public employee
health plan in June, after a doctor
recommended the operation, Mr.
Wolfson said.

Empire's attorneys in court char-
acterized the transplant as experi-
mental, arguing that the procedure's
effectiveness had not been evaluated
in five other HIV cases.

Mr. Wolfson charges that the in-
surer violated the health plan con-
tract by failing to follow guidelines
the contract says were set up for the
Empire Plan by the State of New
York, Blue Cross and Metropolitan
Life Insurance Co. to determine if
medical procedures are experimental.

"They did not produce the guide-
lines that the case requires," Mr.
Wolfson said, adding that "We don't
think they exist, as a matter of fact.”

Despite a request from the judge,
Empire neither produced the guide-
lines in court nor would release them
while an appeal is being considered.

-By Sam Cristy



toward the Houston Ship Channel

Texas oil spill

Cont,nued from page 1

the sunken barge while divers strap
The Greek-registered tanker M/V shngs around ItS submerged hull m
Shinoussa was traveling seaward preparation for when its cranes ar-
One of the barges, which was car- The tanker is managed by Elet- nve to raise it
rying apprommatelv 714,000 gallons son Corp of Piraeus, Greece, accord- Although Apex hired the contrac-
of "catfeed" oil, equivalent to a No 5 ing to Lloyd's of London Intelligence tors, the cleanup is now under the di-
grade industrial crude, sank after the sources However, sources at Lloyd's rection of the Coast Guard Steam-
accident did not know who owns the tanker

ship Mutual directed Apex to turn
The Coast Guard is still investi- over the cleanup to the Coast Guard,
hired by the barges' owner have gating the cause of the collision the company said

managed to transfer about 262,000 Vacuum barges were sucking up
gallons of oil from the sunken barge, ItS tugboat was pushing the barges spilled oil that had been surrounded
which spilled the remaining 452,000 at a proper speed and on the proper with a snake-like containment boom,
gallons of its cargo

Environmental and salvage firms

Apex claims in a statement that

side of the bay when the tanker wnile skimmer boats worked the out-
The other barge, which sustained crossed over into the barges' lane and side 011 patches

hull damage, lost approximately struck them

48,000 gallons of its 966,000-gallon

cargo pollution liability insurance wntten of the worst environmental disasters
However, the new double-hulled by protection and indemnity club ever in the Gulf of Mexico, state offi-

tanker Shinoussa, which was carry- Steamship Mutual Underwriting cials say

inst 29,400 metric tons, or 32,340 Assn (Bermuda) Ltd, the P&l club "lts potential impact will be far

short tons, of highly volatile jet fuel, confirmed

sustained only minor damage to its

If the oil from the spill reaches
Apex has at least $500 million of nearby marshes, 11 could become one

greater than the KS Mega Borg It's
Apex also had the option of pur- m a much more confmed area and
outer hull and did not spill any of its chasing an additional $200 million a much more environmentally sen-
cargo, U S Coast Guard officials in pollution liability coverage
said

sitive area than the open ocean," said
However, Gary Ryngard, manager a Texas Water Commission spokes-
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Spill liability proposal
approved by Senate

WASHINGTON-The Senate last week approved federal oil spill
liability legislation that would increase the liability of shipownets
for spills and improve tanker safety

The measure, which was hammered out last month by a Joint
conference committee, is expected to also be approved by the
House

The Bush administration would not comment on its position until
it receives the legislation

Under the compromise legislation

- A shipowner's liability would be increased to $1,200 per gross
ton of the tanker's displacement, from the current $150 per gross
ton The liability limits would not apply under certain circum-
stances including cases of gross negligence or willful misconduct

However, these limits do not pre-empt tougher state oil spill
laws Nineteen states already impose unlimited liability on those
who cause 011 spills

= The types of damages for which a shipowner could be held
liable would be expanded to Include loss of the use of natural re-

The spill, which has created a 17- of the P&l club, would not say man

mile slick, threatens the ecologically whether Apex purchased the addi-
sensitive coastal marshes that are

both a bird habitat and used as nur- 1

sources and increased costs to state and local governments for fire.
police and other safety services

= Double hulls would be required on all newly constructed tank-
ers, and double hulls or double containment systems would be re-
quired on all tank vessels-such as barges-of less than 5,000 gross
sistant director of resource protection tons

for the Texas Department of Parks
and wildlife

If the spill reaches the marshes,
there could be a dual loss of habi-
tat and food sources for marine and
series for spawning commercial
shellfish, Texas Department of Parks
and Wildlife officials say

Fishing in all areas of the bay was
banned as of 12 01 a m last Thursday
by the Texas commissioner of health
after the Health Department deter-
mined that the July 28 spill may have
iendered the area's aquatic life unfit 'We can sop some of it up with
for human consumption absorbent pads, but most of it willl

Commercial shrimp fishing m the tional coverage and Apex officials have to be cut out and hauled away"

area generates more than $10 million would not comment on insurance manually, he said
in annual revenues and all commer- limits

'Its potential impact animal life, said Leland Roberts, as-
will be far greater

than the KS Mega

Existing single hull tankers would be phased out according to
size and age, with all single hull vessels banned by 2010
If oil hits the marsh, "there's no = The number of hours that tanker crews could work would be

Borg,' says the Texas real way to get it out The ground limited to 15 hours each day or 36 hours during a three-day period
Water Commission. is too boggy" for any mechanical re- Heavy workloads and crew fatigue were cited by the National

Transportation Safety Board as contributing factors in the Exxon
Valdez 011 spill accident (see Update, page 2)

= A federal 011 Spill Liability Trust Fund would be established to
provide up to $1 billion per incident to pay cleanup costs natural
resource damage, and compensation for any victims of the damage
where those responsible for the damage cannot be identified or are
unable to pay, or when liability limits are reached

The fund would be financed by a levy on the oil industry

moval means, Mr Roberts said

At least 75 species of fish Inhabit
cial fishing generates nearly $20 mil- The owner of the tanker also has the bay area, but Mr Roberts said
lion in annual revenues $500 miillion in pollution hability he is most concerned about the threat
In addition, the owners of more limits, written by P&l club United the spill poses to commercial shrimp
than 60 ships that were stranded Kingdom Mutual Steam Ship Assur- and oyster crops
when the Coast Guard closed the ance Assn (Bermuda) Ltd, which iS The brown shrimp fishing season loped Texas City, a less environmen- Texas Land Commismon
Houston Ship Channel together are managed by T R Miller & Co of is under way until Aug 15 m deeper tally sensitive area than the marshes
losing more than $15 million a day, London
according to the West Gulf Maritime
Assn in Houston

An experiment with naturally oc-
waters, and white shrimp larvae that because it has few beaches The city's cumng microbes that convert oil to
Both P&l clubs offer standard pro- would be available for harvest this coastline is mostly a man-made bulk- fatty acids was "highly successful"
fall are currently hatching in the head after explosions crippled the Norwe-
- Losses and damages resulting shallow, marshy waters threatened Texas imposes unlimited liability glan tanker KS Mega Borg on June 8
Agency on Thursdav approved the from a spill by the spill, Mr Roberts said on shipowners for cleanup costs from approximately 57 miles southeast of
use of oil-eating microbes to clean up White shnmp fishermen "stand to oil spills Galveston, the spokesman bald
the shek, which is moving westward sures taken to avoid or minimize pol- lose an entire year's production of Other shipowners also suffered About 99% of the surface oil and
lution and any liability for losses or young,” he said losses last week when the Coast between 70% and 75% of the sub-
Goyv Bill Clements dropped his ini- damages to property resulting from
Ual opposition to the move The mi- those measures

tection covering
The U S Envit onmental Protection

* The costs of any reasonable mea-

from the narrowest point of the bay
The oyster fishing season does not Guard closed off the Houston Ship surface oil was removed, the spokes-
officially begin until Nov 1 Channel
However, Mr Roberts is less con-

man said

crobes, last used following the June 8 « The costs of, or resulting from, At least 60 ships were stranded

KS Mega Borg Il oil spill in the Gulf habillties from complying with an cerned about the oyster crop because as a result of the closure, accordmg bloremediation could be reduced"

effective in eradicating the limited ment or authority to reduce pollu- rapidly "
subsurface 011, which makes up the hon

Maritime Assn She estimated the ing a heavier grade of ott than the

bulk of this latest spill, government
officials had said

It is not yet known who owns the erated $19 7 melon in revenues last least” $1 5 mllion per day and possi- sunk to the bay floor, he said
year, approximately $10 million of bly more
Malm Environmental Inc of Gal- that from shrimping, according to
and the barges occurred at about 2 30 veston and Garner Environmental Parks and Wildlife Department fig- fic was still halted late last week that while bioremediation is prom-
p m on July 28, approximately one Inc of Houston were the two pnmary ures pending removal of the sunken Apex ising, not enough data exists on its
mile south of Redfish Island and contractors hired by Apex to contain In addition, at least 100 species barge
three miles east of San Leon m Gal- and remove the oil from both the of birds, mclu(ling the endangered
veston Bay, according to U S Coast sunken barge and the damaged bro wn pelican, inhabit the bay oil-eating microbes manufactured by use
Guard officials barge area Alpha Chemicals Co of Austm to the

The barges, which were being Some of the escaping 011 already surface oil early Thursday morning, International
pushed by a tugboat. were headed Co of Galveston is pumping oil off has washed ashore in heavily deve- according to a spokesman for the m London contnbuted to this report

cargoes Several government officials, in-

The collision between the tanker

In addition, TUT Manne Salvage

Commonwealth Edison fire
Continued from page 2 Marsh & MeLennan (Bermuda) gence on its part, nor for interrup- ceries are seeking compensation cedures in general
ance limits "exceed $200 million," Ltd Inc manages the captive tions, by underfrequency relays or for perishable food items lost as a

said Mr Dellsy, noting that the The power outage occurred dur- otherwise, to preserve the integrity result of last week's outage

book value of Crawford station iS ing a period of hot and humid of the company's system or inter-
about $150 million

INn a somewhat similar incident day
weather Many commercial and connected systems " lawsuits filed in 1988 by disgrun- In addition, the ICC hired an in-

However, he added that it's not residential customers complained
clear al this point whether the loss of food spoiling during the black- will be some claims made, and | customers who claimed they lost Technologies International Inc of

will reach the deductible,” which out And stores in scattered areas

is "over $1 million " were looled

Lloyd's of London syndicates Four Chicago hospitals had to 1 The utility is only
wrote a "portion" of the coverage, rely on their own emergency gen- 1
with the remainder written by a erators for backup electricity At

"variety of sources around the the Cook County Jail complex, of-
world," he said

phone service interruption in May cause of the fire

1988 were dismissed by a Cook

liable in the event

Nov 21, 1988) investigate the lllinois Bell switch-
A fire at the lllinois Bell Hins- ing station fire

dale switching station knocked out

that some fault is

ficials resorted to emergency gen-
Sedgwick James Group PLC of erators to provide limited power

London "is involved in the place- for lighting

menl of" the property coverage, Mr Dellsy pointed out, however,

said Mike Mead, a producer in that "the utility is only liable in

James' Chicago office He would the event that some fault IS found”
not elaborate

Meanwhile, many Chicago bu-
phone service to nearly 500,000 sinesses likely have business in-
customers for several weeks (Bl terruption insurance, but "irs un-
May 16, 1988)

Illinois Attorney General Neil loss," said Skip Schrayer, senior

found,' Mr. Dellsy

points out.

onbehalfof Commonwea1th would hope when it's all over there Commerce Commission to investi- Chicago
Mr Dellsy said Com Ed's habit- Edison won't be substantial liabilities ™
tty insurance limits exceed $100

gate the cause of the Com Ed fire Most business interrupt.on poli-

State regulations protect the
million Lloyd's syndicates also utility from liability for losses un- action suit seeking damages held liable for damages
wrote a portion of that coverage, less negligence is proven against Com Ed had been filed in
he said Specifically, Com Ed's tariff, ef- the Cook County Circuit Court

He would not disclose the size of fective July 1987, states "The

fromm damage at the policyholder's

The suit was filed last Thursday It finds Com Ed was to blame for interruption coverage "
any deductible or self-insured re- company shall not be responsible by Chicago law firm Alexander the blackout, said Mr Hartigan,
tention

Concomber Ltd, Com Ed's Ber- ply electricity, or for interruption, La Justicia Inc, A&L Groceries, the lllinois gubernatorial race
muda-based captive, does not or reversal of the supply, if such Barbara Kucia and Emilia Del
write any of its liability or prop- failure, interruption, or reversal is VValle
erty coverage, Mr Dellsy said without willful default or negli-

not have that expensive coverage

quested an ICC review of the util- Near North Insurance Agency Inc
Both La Justicia and A&L Gro- ity's emergency preparedness pro- in Chicago -
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Allianz deal

you know, they've been moving more $906 4 million was raised in the IPO
and moie away from the insurance" American Express has since dis-
Continued from page 1 business and toward becoming an in- posed of all its common shares of
hole over the next three to four vestment company "This is a culmi- Fund American, but still owns 342
months putting some meat on the nation of it They finally bit the bul- million shares of Fund American pre-
plan," said a Fund Amencan spokes- let and did it all at once"
man "Allianz, which has wanted for a million vot_ng shares or 22 4% of the
Fund American Chairman John J long time to get in the U S market, total voting stock
Byine will temain with Fund Ameii- now has ItS vehicle,” noted Gloria The latest round of negotiations
can while Joseph W Brown Jr, pres- Vogel, an associate director with between Fund American and Allianz
ident of Fireman's Fund Insurance Bear, Stearns & Co m New York

ferred stock, which represents 95

was mstigated by Sheaison Lehman
Co, and other membeis of Fireman's She noted that Fireman's Fund has Hutton, which acted as an adviser in
Fund management will stay with the a ' clean" balance sheet, with no junk the deal, said Fund Amencan's Mr
Insul el following the sale to Allianz, bonds or questionable real estate in- Riordan "Mr Byrne has specifically
said a Fireman's Fund spokeswoman vestments As a result, Allianz will said we were not looklng to sell the

"Theie will be absolutely no ef- wind up with cash and bonds that are company and the opportunity came
fect on policyholdets," she said

primarily of higher quality to us because of Shearson," he said

Meanwhile, Fund American offi- He noted also that "Allianz and

"It's nothing but upside for out
customers,"” Ml Byrne said in an in- cials have been critical of practices Fireman's Fund's relationship goes
ten,iew, noting the sale could result and conditions in the property/ca- back a few years " Allianz owns 25%
in iner eased capacity foi policyhold- sualty insurance industry for a long of Munich Reinsurance Co, from
eis and could lead A M Best Co to time, Ms Vogel said, noting that which Fireman's Fund's surplus lines
increase Fii eman’'s Fund's rating to Fund American has derived the bulk operations buy reinsurance, said Mr
A-plus Fireman's Fund now has a of its profits from its investment acti- Rlordan
Munich Re also owns 25% of Al-

contingent A 1 ating from Best vities 'l think it may be a win-wm

Allianz, he added, can "stitch to- situation,” she said of the deal lianz
gethet" a quality, worldwide network In the United States, Allianz al-
in an "absolutely sensational fit" by noted that Mr Byrne had been mov- ready owns two U S property/ca-
ing away from running the company sualty Insurers-Allianz Insurance
Clients repeatedly are asking ask- "l think Jack Byrne is lust ready to Co and Alhanz Underwnters Insur-
ing for overseas coverage, and while sit back and enloy the rest of his hfe," ance Co -which wrote $129 3 mil-
coverage could be 'patched together" she said With the transaction, he is lion in net premiums last year, ac-
thiough Fireman's Fund, it was not left with a financial company mvolv- cordmg to A M Best Co
entizely satisfactory, Mr Byrne said ing no underwrittng risk, she said
"This is Jack Byrne's way of mak- U S life insurers

Firemark's Ms Morrissey also

acquiring Fiteman's Fund

INn addition, Allianz owns three
Without a global position, "we would
have a tougher and tougher time ing the fullest value for his share- An Allianz official said he expects
serving our biggel clients " holders, Including himself," said that Allianz's existing U S opera-

"It's getting to be a global envii on- David Wells, a vp with rating agency tions wil operate on a "business as
ment" and the Allianz purchase Fltch Investors Service m New York usual” basis following the Fireman's
offers Fireman's Fund the opportu- He noted that Mr Byrne owns the Fund acquisition
nity to expand internationally, said equivalent of 263 million common
Robert Riordan, director of investor shares At an estimated book value of that word about the transaction may
relations foi Fund American $60 a share, the stock would be worth have leaked before Thursday's an-

He noted that In the early 1980s, about $158 million
Fireman’s Fund had "done some David Seifer, a vp with Donald- increased on Monday by $1 38 to
things on an international basis," but son Lufkin & Jenrette Securities $36 38, on Tuesday by 13 cents to
reduced ItS position as a result of its Corp in New York, commented, $36 50 and on Wednesday by $1 63 to
ieserve problems in 1983 and 1984 "You could conclude that Jack $3813

In 1983, American Erpress Co - Byrne's certainly making a comment,

Meanwhile, there was speculation

nouncement Fund American’'s stock

Ms Vogel commented that rumors
which at the time owned 100% of in one respect, in terms of his posi- about the transaction may have fil-
Fireman's Fund-boosted Fireman's tion on the msurance Industry but, of tered through the market because
Fund reserves by $230 million on a course, Alhanz disagrees " Fund American's stock was increas-
generally accepted accounting prin- Other major stockholders in Fund Ing while other insurer stocks were
ciples basis (Bl, Dec 10,1983) Then, American besides Mr Byrne Include down
in 1984, American Express added Equitable Life Assurance Society of
$130 million to Fileman's Fund's the United States, based in New Exchange Commission said the
statutory teserves and $70 miillion to York, with 44 million common agency's policy is not to comment on
its sur plus after the California Insur- shares, or 12 8% of the total and any possible investigation
ance Department obJected to the m- Fund American's employee stock ow-
surer's accounting for loss reserve nership plan, with 3 6 million, or Board Options Exchange, however,
transfers (Bl, Nov 14, 1984) 10 6% of the total said the CBOE routinely conducts an
AnNd, in 1987, $374 million was Firemark's Mr Hill said he thinks investigation whenever there is Un-
added to reserves for anticipated en- the acquisition could lead to more usual activity, as was the case with
vironmental liability and asbestos acquisitions of American insurers by Fund American options last week
losses (BI, July 27, 1987) European firms "It could put the
The sale's timing is right, said Mi whole Industry mto play," he said
Riordan, because Fireman's Fund's "They seem to be willing to pay chase 100 shares of stock at $40 each,
balance sheet IS now healthy and its full pnce, so it would be difficult Increased from 41 contracts on Fn-
reserve position adequate for one of the U S companies to turn day, to 415 contracts Monday and to
Wolfgang Muller, a member of Al- it down out of hand,"” he said
lianz' boald of management and head

A spokesman for the Securities and

A spokswoman for the Chicago

Trading m Fund American calls,
which would permit buyers to pur-

1,891 contracts on Wednesday
"l think there will be many more One remaining question is the lIn-
of its American operations, said, consohdations and acquisitions," said pact of the transaction on Armonk,
"Fireman s Fund has tradition, name Mr Seifer "l think Fireman's Fund's N Y -based MBIA, which is a major
recognition, a great management is quite early, and is a special situa- financial guarantee Insurer
team and the strength of being well- tion m that it was purchased at this Fireman’s Fund’s 23 6% stake in
positioned within the U S property/ time," he said MBIA will be transferred to Fund
casualty business "l think any insurance company American after the deal IS concluded
"We have been looking for a long that wants be international, or glob-
time, and we have finally found the allze, has to be m the United States,"” nership is a factor in retaining Tri-
right fit and the best companion,” he said However, overseas buyers plea ratings from bond ratmg agen-
said Mr Mullet, who IS based in want a company that "has manage- cies, which is a crucial element in
Munich ment, reserves and can stand on ItS attracting business Financial guar-
Fireman's Fund has followed a se- own financially, and those companies antee insurers lend their top rating to
lective underwriting policy in recent with those attributes, | think, will be lower-rated issues
yeais, noted Mr Muller Mark Cohen, who heads the fi-
' It puts the company in a good po- "But, | don't think It's tomorrow nanclal guarantee insurance rating
sition to profit from an expected up- | think ICS going to be evolution- unit at Fitch, commented, "I think it
turn in the market It has tradition ary This will take place over a pe- just raises a lot of questions about the
and name recognition, a good man- ziod of years," Mr Seifer said, not- commitment of owners to financial
agement team and It'S well-posi- mg that there are relatively few U S guarantee companies "
tioned " However, Fund American's Mr

Financial guarantee msurers' ow-

the target companies

insurers that meet the qualifications
Securities analysts also agree the he outlined Riordan said he does not know if
The roots of the acquisition date the transaction will have any im-
back to 1985 pact at all on MBIA "We don't thmk
According to Allianz, American our transaction w111 have any effect |
Firemark in Morristown, NJ, said Express-which at the time owned think it's very early to speculate "
Fiteman's Fund is a good foothold" 100% of Fireman's Fund-origmally An MBIA spokesman said that the
for Alhanz in the United States approached the German insurer acquisit_on "does not have any im-
She said at first glance, the ac- about buying Fireman's Fund that pact on MBIA Ownership essentially
quisition of Fireman's Fund, which year But, the offer was re]lected be- remains the same Fund American
last week reported a 1165% com- cause of reserve problems at Fire- continues to be the owner "
bined ratio for the first half of 1989, man's Fund A counterbid by Alhanz In addition to announcmg the ac-
may look like a bad move But, she was rejected by Amencan Express
added, the insurer's combined ratio iS American Express then spun off week that for the six months ended
high "because a lot of money's been Fireman's Fund Corp -which last June 30, first-half net income rose
pumped into reserves, and the next year changed its name to Fund 317% to $108 million from $82 mil-
couple of years is going to be good " American-in the largest Initial pub- hon m the first half of 1989
Fred Hill, an analyst for Firemark lie stock offering in history, while re-
in San Francisco, said, 'it's a good taining a 41% ownership m the com- Corresliondent Don Lewzs Kirk in
deal for Fund American because, as pany (Bl, Oct 28,1985) A total of Bonn contnbuted to this report

transaction is a good one for both

Fund American and Allianz

Joanne Momssey, a pi incipal with

quisition, Fund American said last

Update

Increase in uninsured workers

Contmued from page 2

Among the non-elderly uninsured in 1988, 557%, or 185 million,
were working adults, up from 488%, or 18 1 million, in 1986, EBRI
reported in updating its 1988 study (Bl, Nov 7, 1988)

According to EBRI, 49 2%, or 9 1 million, of the working unin-
sured in 1988 were self-employed or worked for companies with
fewer than 25 employees And 64 8%, or 12 million, worked for com-
panies with fewer than 100 employees

The service, retail, manufacturing and construction industnes ac-
counted for 67% of all uninsured workers in 1988

New prior approval regulations

SAN BRUNO, Calif -Fireman's Fund Insurance Co will seek to
boost rates for some property/casualty lines under California Insurance
Department regulations issued last week on prior approval of property/
casualty rates

Those rules implement the prior approval provision of Proposi-
ton 103, codify Commissioner Roxant Gillespie's decision on a fair
rate of return and limit the expenses insurers can pass on to con-
sumers Ms Gillespie in June allowed insurers "a target return on
equity between 11 2% and 19%" when seeking prior approval (BL
June 18)

Fireman's Fund, which would not say which lines it is seeking
rate increases for, and two insurers not seeking increases, State Farm
Mutual Automobile Insurance Co and SAFECO Corp, must defend
their rate applications on Wednesday

Most applications filed are for rates already in effect

But m calculating rates of return, insurers now may not figure in,
among other things, political and charitable contributions, lobby-
ing expenses, excessive executive compensation-as determmed by
the Insurance Department-for the 10 highest-paid employees, fines
and penalties, and the cost of specified litigation

In a related development, a Superior Court judge dismissed in-
surer petitions to postpone department hearings on how much they
must refund to policyholders to comply with Proposition 103's rate
rollback provision The Insurers are challenging Ms Gillesple's decision
that msurers earnmg more than 11 2% on their combined business from
1988 to 1989 must roll back "charges" for most types of property/ca-
sualty msurance during that period to 20% below November 1987 levels
(B, July 16)

Proposition 65 amendment

SACRAMENTO, Calif -An initiative that would require public enti-
ties to issue warnmgs to employees and consumers if their discharges
pose a significant risk of cancer or face $2,500 daily fines for each
individual affected will appear on California's Nov 6 ballot

Proposition 141 would amend Proposition 65, which now applies
only to businesses with 10 or more employees

The Legislature on July 6 passed a bill to place the measure on the
ballot

Gov George Deukmelian failed to either sign or veto the bill,
allowing it to be placed on the ballot

The measure would  essentially preclude government entities and
public water systems from releasmg chenucals which are known carcin-
ogens or reproductive toxms," said its author, Sen Quentin Kopp, an
independent from San Francisco

Ex-MGA told to pay $2 million

MIAMI-A former managmg general agent for Ennia General In-
surance Co, who lost a fraud lawsuit filed by the insurer last year,
has been found in contempt of court for failing to turn over $2
million In Ennia premiums

John F Keegan, chairman of 1\(hami-based Commercial Marine Un-
derwnters Inc, must turn over the money by tomorrow or face jail time
under a contempt order issued last month

State Circuit Judge Amy Steele Donner found that, pnor to the jury
verdict against the former MGA, Mr Keegan violated a 1984 injunction
bamng CMU from withdrawing money from bank accounts maintained
in Ennia's name, according to Howard Green, a partner with the Miami
law firm of Nagin & Green that represents Ennia

A jury last year ordered CMU, Mr Keegan and other CMU officers to
pay more than $31 million in actual and punitive damages to Ennia, an
AEGON Group unit, which sued the MGA in 1984 for fraud and breach
of contract (Bl, Aug 14,1989)

CMU and Mr Keegan have appealed the verdict, Mr Green said

Daniel George, a Miami lawyer for the defendants, declined to
comment on the contempt order

Briefly noted

The KS Mega Borg Il, the Norwegian tanker that dumped about 4
milhon gallons of 011 into the Gulf of Mexico in June (Bl, June 18), has
been sold for $2 4 milhon to Gibraltar-based Ailesford Ltd The ship is
bemg towed to Pakistan, where It W111 be scrapped Standard &
Poor's Insurance Ratmg Services lowered the claims-paying abllity of
Royal Indemnity CO.'S intercompany pool to At from AA- m re-
sponse to the insurer's lagging profitability and deteriorating combined
ratio Separately, Royal will pay the Massachusetts Commonwealth Au-
tomobile Reinsurer-the state pool for high-risk drivers-$37 million
over four years beginning in 1991 to withdraw from the state's personal
automobile msurance market Royal, which held 18% of the market,
estimated it was losing $10 million annually in CAR assess-
ments The Manville Personal Injury Trust says in court papers It
supports a federal court order barring the trust from making any settle-
ments or paymg any Judgments because it will give the trust time to
solve its cash-flow problems Managed health care vendor ALTA
Health Strategies Inc. has filed a registration statement with the
Securities and Exchange Commission proposing the sale of 18 mil-
lion shares of common stock at $10 to $12 per share Proceeds will be
used to prepay acquisition debt, pay dividends on preferred stock, and
for working capital and other general corporate purposes



Iragi invasion

Contznued from page 1

whether these assets are insured for confis- Ironically, just as underwriters start to put Mr Friend said Trade Indemnity has

cation

coverage for ships sailing anywhere in the port credit at Trade Indemnity

area," said leading Lloyd's of London politi- "We do not have many clients with

P> s a0 _S,A-*

cal risk underwriter Miles Wright of syndi- Kuwaiti risks, partly because there had been Blinsuran™™ Ind*x
cate 1098, managed by Polwring Under- little need to insure in the past,” Mr Palmer

Kuwait Petroleum International, a subsidi- writing Agency Ltd
ary of Kuwait Petroleum Corp, also owns a -Everyone will want to walt until the dust Mr Wright, whose syndicate iS one of
string of gas stations in the United Kingdom, has settled" before quoting any new busi- Lloyd's leading political risk syndicates,
Scandinavia, Italy and France, with total ness, agreed Anthony Palmer, director of currently underwrites Just three Kuwaiti po- S 600
assets of about $2 billion It is not known Lloyd's broker Berry Palmer & Lyle Ltd

said 610

licies

away their pens, demand will undoubtedly "some business in Kuwait and Iraq" but

Mr Rome, speaking last Thursday for the increase as companies with uninsured invest- would not elaborate
London market, announced that hull war ments in the Middle East realize they may As a result of the Iraqi invasion, Kuwait -
risk underwriters at Lloyd's-who dominate need political risk coverage, Mr Palmer has changed from being 'a very acceptable 580
the world hull insurance market-would pointed out
charge an additional premium of 0 025% of One of Britain's largest credit and
the ship's insured value for 14 days of cover- risk insurers, London-based Trade Indem- last week as Kuwait had a very good credit, ' 570
age for all vessels entering the Persian Gulf nity PLC, stopped writing credit insurance rating,"” said Mr Friend

The additional premium is on top of the and political risk insurance for investments He could not be more specific on the rates 1 560
worldwide hull war risk premium rate of in Kuwait and Iraq just before the invasion, for risks involving Kuwait since many com- “
0 05% of the insured value for 12 months of said Gerry Friend, associate director of ex- panies insured investments in Kuwait as part | d' d> 4 48 2 42 XS 2

risk to a non-acceptable risk," he said

olitical "Rates in Kuwait had been pretty low until "

of a worldwide investment/trading insurance

world, he said The worldwide annual rate Trade Indemnity will continue to "under- package Base - 100 on Dec 29,1978
was doubled from 0025% of insured value write risks in neighboring countries such as However, rates for neighbor Irag had been _Source Nordby InternaM® Inc

earlier this year

Hull war risk underwriters were charging
an additional premium of O 5% of the insured
value for ships sailing to Iraq, Kuwait and
the neutral zone of Saudi Arabia for seven
days of coverage, Mr Rome said

However, the rates only apply to ships that
salled in the first 48 hours after the invasion,
he said Hull underwriters will review the
situation daily, so the additional rates may
change, he said

"If the situation deteriorates, no doubt

higher rates will be charged," he said

Cargo War Risk Rating Committee of Lloyd's "We're obviously watching events care- dollars

'‘Underwriters are putting

everything on hold and
seeing how things develop in protracted war with neighboring Iran, Iraq issues were led by Fund American Corp., up

the area,’' says political risk

underwriter Miles Wright.

much higher before the recent developments,

Mr Friend said Even before the invasion, Insurance industry stocks continued their

rates for risks involving Irag were 10% to downward slide last week, as fhe Business In-

18% of total insured value, he noted surance Index dropped 24.4 points to 564.35
With ItS economy in dire straits after the on Aug. 3, from 558.78 on July 27. Advancing

has been rated a very poor risk, he said 38.2%; Ohio Casualty Corp.,, up 8.3%; and

"lraq has been a closed market for some Frank B. Hall, up 7.7%. Declining issues fol-
time because underwriters have huge expo- lowed Provident Life, down 20.2%; NWNL
sures there already,” said Mr Drummond- Companies, down 17.9%; and United Medical
Brady, explaining why underwriters had not Corp., down 124%. The most active issue
been insuring Iraq risks Foreign investments during the week was Fund American Corp.,

Saudi Arabia, the United Arab Emirates and in Irag and money already owed by Iraq to 4.8 million shares traded. The 8/ Index fell
Mr Rome also announced that the Joint Qatar, but on a cautious basis,"” he said

Western countries total tens of billions of 4.2% for the week; The Standard & Poor's 500
fell 2.4%; the Dow Jones 30 Industrials

and Institute of London Underwriters, which fully and we can assume the whole area has "There have been a lot of exporters to Iraq, dropped 3.07%; and the New York Stock Ex-

issues minimum tariff ratings, would lift the become more risky," he noted

but it's been a difficult market to insure be- change Composite lost 2.3%.

tariff rate of 00275% of insured value for "Underwriters will carry on looking at cause of its failing economy,” Mr Palmer

ships sailing to Iraq, Kuwait and -the neu- risks in neighboring countries, but if | were said
tral zone" between the two countries and an underwriter | would probaoly hold off A capacity problem before the invasion

British Issues : r

allow cargo underwriters to charge what quoting anywhere in the region for a few had left the political risk market for Iraq (i 1 Week
they like This action occurs when the risk is days until the dust settles,” said Mark -pretty dormant,- said Mr Wright -Un- f August 2 Price P/E Ov Yield High,-Low
Drummond-Brady, a director at Lloyd's bro- derwriters have been taking a cautious atti- Companies pence pence % pencepence

judged to be high and unpredictable

Marine underwriters also are concerned ker Lloyd Thompson Ltd

about Iraqg's claims that the United Arab

Emirates is breaking oil quotas set by the Or- gotiations between Kuwait and Iraq over 011 Kuwait could extend far beyond the region

ganization of Petroleum Exporting Coun- exports

tries

However, as of late last week-when Iraqi sidered a good investment risk, underwriters soaring, causing great shifts in many na-

troops held Kuwait's capital city and had and brokers agree
driven its ruler |r?to exﬂe—thet underwn?:ers Malj\y |nve_stors-|n the co.un_try and com- Und(_arw.rlter_s w!ll be Io.ofﬂng _at tr_1e 33 Hogg Group 158 104 97 61 161--158
had taken no action concerning the United panies trading with Kuwait did not even worldwide implications of rising oil prices," s (. 4 Thompson 320 199 97 30 320-317
have credit or political risk insurance The he said, noting that "net oil exporters hkely - PWS Holdings 80 125 33 41 80-80

Meanwhile, political risk underwriters oil- and cash-rich nation always had been will become richer and therefore better polit- Sedgwick Grp 222 16 7 60 72 228--222
have put down their pens for many Middle considered one of the region's best credit and leal risks, while oil-importing countries will Steel Brrl Jones 274 166 47 54 275-274

Arab Emirates

Eastern risks until the situation stabilizes political risks, brokers say

between Iraq and Kuwait

However, Kuwait is a very small country

tude for the last three to four months Comml Union 435 22 4 2E 7 59 499-485

The invasion followed a breakdown in ne- The fallout from last week's invasion of Genl Acadent 513 153 X 4 66 514-503

G«in Royal Exch 214 187 15 3 71 225-214

Before the invasion, Kuwait had been con- tions against Iraq could send world oil prices

A N = 448 240 34 O 76 468-448
Unrest in the Middle East or economic sane- Royal
Sun Alliance 310 113 le 7 54 325-310
Brokers
. - Bradstock 242 170 1ICO 41 248--242
tional economies, Mr Palmer noted
CE Heath 483 143 345 71 as84-483

be poorer and therefore worse risks " Willis Faber 238 149 60 67 245--238

Source Philip Olsen, Insurance Indus r Spe/ialist
London

"Underwriters are putting everything on and has relatively few foreign investors, un- Correspondent Mana Kielmas m London

hold and seeing how things develop in the derwriters add
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Lawrence Insurance Group ASE 750 1.69 526 9.13 6.50 o o336 aso lic 4a.a0 170
. e - Liberty Corp NYS 47.25 027 1118 50.25 35.00 21 ooz 195 1 3 ez 148
lincoln National NYS 50.75 492 1680 62 88 50.88 180 z2 s0O 512 49 9 1.03
15 1273 2.40
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14 193 s83
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0,ton Capital Corp NYS 2100 s62 o.68 2850 1838 44 ooz azs a 1972 106
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7 2080 097 Washington National NYs 1938 s8z 3142 2888 1950 118 1.08 5.57 2 329C ose
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Duncanson & Holt.

Didn't they discover the cure
for snake bite?
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Unless you re in insurance, you might not know we actually did create a cure for catastrophic events. We're the
innovators of the Program for Rehabilitation of Injured or Disabled Employees (PRIDE), acomprehensive service
providing catastrophic claims management for the seriously ill or severely mjured.

Client companies can immediately refer such people or their dependents to over 180 Crawford & Company
offices across the country, staffed with full-time, specially trained consultants, all registered nurses, who give the
best, most cost-effective care during recovery and rehabilitation to patients, their families and physicians.

Needabooster shot for yourinsurance capabilities, call our offices in Atlanta, Chicago, Dallas, Hartford, London,
New York, Philadelphia, Portland, Maine, San Francisco or Seattle.

We can help you feel a lot more secure. DUNCANSON & HOLT, INC.
By any measure, first in the field.
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