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update

Alexander Howden chief

elected president of James
SAN FRANCISCO-Richard M.

Page has been elected president and
chief executive officer of Fred S.
James & Co. Inc., the New York-
based insurance brokerage subsidiary
of Transamerica Corp.

Mr. Page, who will take over the
post at Fred S. James on Jan. 1, is cur-
rently chairman and chief executive
officer of Alexander Howden Group,
the London-based subsidiary of Alex-

Continued on next page

New A&A beats M&M in retail broking
By DOUGLAS McLEOD

NEW YORK-The proposed acquisition of
Canada's largest broker, Reed Stenhouse Cos.
Ltd., by Alexander & Alexander Services
Inc. will bring A&A a giant step closer in size
to its only larger rival in the United States,
Marsh & McLennan Cos. Inc.

With the acquisition, A&A, the
second-largest broker in the United States,
surpasses M&M in revenues generated by re-
tail property/casualty broking, based on 1983
business (see chart).

An estimated $375 million of A&A's 1983
revenues of $556.2 million were produced by
retail broking activities, compared with
about $206 million of Reed Stenhouse's 1983
revenues of $225 million.

Combined, the two companies produced
retail broking revenues of $581 million last
year, compared with an estimated $519 mil-
lion for M&M.

But when revenue from other sources is
added-including reinsurance broking, em-
ployee benefit services and investment man-
agement revenues-M&M still is the largest
broker in the United States, and the world.

For the first nine months of 1984, A&A

broker, most an-
alysts applauded
the move as well-

. timed and con-
-- curred with

A&A's judgment
that the Reed

Stenhouse opera-
1 tion will mesh

well with its

own.

Meanwhile,

Nit income Retell hroking•
several A&A

management
Marah & Mclerinan Cos. Inc.

changes accom-
1983: Bl esmnates

panied the acqui-
sition proposal.

However, John A. Bogardus will continue to
serve as chairman and chief executive officer
of A&A Services and Mr. Irvin will continue
as president and chief operating officer of the
parent company.

Under the terms of the acquisition plan,
Reed Stenhouse shareholders will receive the
equivalent of two A&A common shares for
every three Reed Stenhouse shares owned.

Every three Reed Stenhouse class A com-
mon shares-held mainly by Canadian stock-

and Reed Sten- How new AaA compares with MaM
house produced (9-month 1984 figures; in millions of dollars)

combined gross
revenues of 
$612.3 million, -I= Ip
compared with -t.

M&M's $820.3 §  million.
But A&A

President and

Chief Operating
Officer Tinsley
H. Irvin says the EM*y- mlicql

importance of / Atander& Ateltander Se,vices Inc. /
the acquisition  Reed StenhousCos. Ltd. (Canadm dolars con¥cited
lies in its im- to U.S. dolars / Sept. 30 exchange rate - 51 (Canaoian) = 78 Miti (U.E.)

provement of
A&A's international capabilities, not in its
boost to the company's size.

"Our great ambition is to put together the
quality global broker. I don't think size is a
criterion," Mr. Irvin said. "This certainly
makes us a truly global retail broker."

A&A announced last week that it plans to
acquire Reed Stenhouse for stock valued at
about $236 millibn.

While noting that A&A may be paying a
relatively high price for the largest Canadian

Self-funding firms could be liable
for taxes on health plan benefits

By JERRY GEISEL

WASHINGTON-Under the proposed tax simplification plan, a self-insurer
that miscalculates the value of health care benefits provided employees could
be penalized by the Internal Revenue Service.

Last week, the Treasury Department published a 408-
1,A page report, called "Tax Reform for Fairness, Simplicity

and Economic Growth," which explains why the depart-
ment wants to tax a portion of employees' health care
benefits, eliminate 401(k) salary reduction plans and tax-
free cafeteria benefit plans and change the tax status of a
wide range of other employee benefits (BI, Dec. 3).

As part of this explanation, the Treasury Department
explains how it expects employers to calculate the value
of self-funded health care benefits to determine whether

:;: their employees should be taxed on a portion of those
- benefits.

Under the Treasury Department proposal, employers'
contributions to employee health care plans that exceed $70 a month for indi-
vidual coverage and $175 a month for family coverage will be taxable income
to employees.

An employer that purchases health care coverage from a commercial in-
surer would divide its premium by its number of employees to determine its
monthly costs on a per employee basis, the Treasury proposal says.

Continued on page 59

Ul

Benefits tax plan would net
$45.5 billion for Treasury
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holders-will be convertible to two new
Reed Stenhouse class A special shares, which
will entitle holders to dividends equal to
those paid on A&A common shares but will
carry no voting rights. .

At the same time, A&A will issue a new
class of shares-A&A class A shares-which
will be held in trust for holders of Reed Sten-
house special shares. These new A&A shares
will carry voting rights equivalent to A&A
common shares but will afford no dividend.

Reed Stenhouse special shares may be con-
verted to A&A common shares at any time.

A similar share exchange arrangement
will be offered to holders of Reed Stenhouse
class C shares in the United Kingdom.

The share exchange was structured to
allow Reed Stenhouse stockholders to avoid
Canadian and U.K. taxes by continuing divi-
dend payments through Canadian and U.K.
subsidiaries.

A&A hopes to complete the transaction-
which will be accounted for as a pooling of
interests-by the end of May, 1985. At that
time, Reed Stenhouse shareholders will own
about 28.8% of A&A's common stock or the
equivalent.

Continued on page 56

Union Carbide coverage
estimated at $200 million

By STACY SHAPIRO

gp

Now Del,i

Bhopal

NDIA

LONDON-Union Carbide Corp. has at least
$200 million and possibly more liability insurance
coverage available to compensate the families of
the 1,600 or more killed and as many as 200,000
injured in the poisonous gas leak in India last
week.

Liability losses related to the sud-
den release of deadly gas from a
Union Carbide pesticide-manufac-
turing plant in Bhopal, India, would
be covered under standard compre-
hensive general liability insurance
policies that cover sudden and acci-
dental pollution accidents.

Details are not available about
business interruption insurance to
cover losses at the Indian plant or 1
business interruption losses at Union 
Carbide's Institute, W. Va., plant that A H
was closed down after the Indian di-
saster. That plant produces the same dangerous gas
as leaked in India, but the voluntary closure of the
plant probably would not trigger business inter-
ruption coverage.

Liability insurance for the Indian disaster
begins with primary coverage of an unknown
amount placed with an Indian-licensed insurance
company, and reinsured in the world reinsurance
markets.

Union Carbide also has a worldwide, layered lia-
bility insurance program that would come in above
the primary layer, Business Insurance learned

from industry sources.
The Union Carbide plant in India is owned 49%

by the Indian government, but how that will affect
compensation of victims is unclear. Officials from
the Indian state of Madhya Pradesh, where the
plant is located, and Prime Minister Rajiv Gandhi
have said they will seek compensation from Union

Carbide for the victims.
According to one wire service re-

port, the government said it would
pay $500 to the families of victims
that were killed and $100 to injured
persons.

Depending upon how many dam-
age suits are filed and where, some
legal and insurance experts speculate
that even $300 million in coverage
will not be enough to cover the
world's worst industrial disaster.

"No limit will be enough," said one
London casualty broker, who wished
not to be named.

If Uni6n Carbide were sued in the United States,
the company's liability could be far higher than if
it were sued in India.

The staggering difference in the per capita in-
come between India and the United States, how-
ever, leads others to estimate the total loss of com-
pensating the Indian victims at numbers far below
Union Carbide's insurance limits.

compared with $9,503 in the United States.



update Group must raise $1.5 millionr
Howden official to head James in bid to save bankrupt insureiContinued frompremous page
ander & Alexander Services Inc He Joined A&A in 1978

By CAROL CAIN aging general agent subsidiary A majority of that bu·At James, Mr Page will succeed Charles A O'Malley, who will
ness-state and federal workers compensation, marincontinue as chairman of the brokerage and as a director of Transa-

PORTLAND, Ore.-Louisiana employers who are and general liability-was written on a surplus lin,merica Corp. until his retirement in April 1985
trying to save Portland-based North-West Insurance basis in Louisiana and several other statesIn addition to his position at James, Mr Page, 52, will be a mem-
Co have until Jan 10 to raise the necessary funds. Guaranty funds will not cover the claims against paber of Transamerica's Senior Management Council

The Louisiana employers that purchased insurance icies written ona surplus lines basis, and reinsurancMr Page had accepted the James post before A&A announced its
from North-West must raise about $15 million to start a recovered for the claims against surplus lines policieacquisition of Reed Stenhouse (see story, page one)
new insurance company in Louisiana that would as- would become assets available to all creditors, There"We are extremely pleased to have attracted someone of Dick
sume about 80% of the $32 million in net claims unpaid fore, without this rescue plan, Louisiana policyholderPage's ability and experience to lead the James organization at this by North-West could expect only portions of their claims to be paidexciting time in its history," said James R Harvey, Transamenca's

The employers' plan, and their deadline, for rescuing According to North-West's records, which were prechairman, president and chief executive officer
the insurer were approved as part of an Oregon Circuit sented in court, Mid-Continent's business accounted fo

Florida raises work comp rates Court order Dec 4 placing North-West in liquidation a net operating loss of about $8.4 million out of a tota
Meanwhile, guaranty funds in 13 states where loss of $12 6 million in 1983-or two-thirds of its losses

North-West was an admitted insurer are preparing to Premiums written by North-West in 1983 totalecTALLAHASSEE, Fla -Workers compensation rates in Florida
pay the 20% balance of unpaid liabilities of the com- $33 9 million, according to A M Best Co Inc, wit}will increase next year, but only by a little more than half of the
pany-about $6 4 million in net claims, which is the Mid-Continent writing about 40% of the business.34 3% average rate increase initially requested by the National amount of claims after reinsurance recovered By keeping intact Mid-Continent's book of businesCouncil on Compensation Insurance.

The unusual method of covering claims filed with in a new insurance company, the CIA hopes toAn average rate increase of 187% was approved Dec 5 by Insur-
the insolvent insurer by forming a new insurer was 44

maintain the operating protection of reinsuranciance Commissioner Bill Gunter, who said the increase was needed
developed by Louisiana employers, agents and brokers rather than have the reinsurance become an asset fotin light of insurers' incurred losses and higher mandated benefits
that are working together as a group called the Com- all creditors," said Robert W Fenet, chairman of theThe loss ratio for Florida insurers was 102% in 1983
mittee of Insureds and Agents (CIA) Many Louisiana CIA, who also is treasurer and corporate counsel of R EThe average 18 7% rate increase will raise an estimated $178 mil-
employers fear bankruptcy themselves if their claims Heidt Construction Co Inc in Westlake, La, a Northhon in premiums next year
are not paid (BI, Oct 29) West policyholder.Mr Gunter said the increase is not a condemnation of 1979 work

The bulk of the unpaid claims involving CIA mem- The CIA hopes to find a buyer or buyers for 80% ofcomp reforms, which included a wage-loss provision The new rates
bers-about $25.6 million-are against policies under- North-West's business In addition, the policyholdersstill put Florida's average rates 11% below their 1979 level, he noted.
written for North-West by Mid-Continent Un- are agreeing to pay not only their deductibles or self-Nationwide average rates have increased 79% since then
derwriters Inc, North-West's New Orleans-based man- Continued on page 55

ISO, NCCI merger is unlikely
NEW YORK-A merger is not likely between the Insurance Ser- Separate agency for ERISAvices Office and the National Council on Compensation Insurance-

two national ratemaking organizations Officials of both groups are
expected to meet soon to act on the recommendation not to merge,
which recently was made by a special committee of both groups proposed by pension panelThe groups agreed to study a possible merger in August, primarily
as a cost-saving move (BI, Sept 3) But, the panel said the savings

By JERRY GEISEL Employee Benefit Research Institute, a Washington-would not outweigh the problems of trying to integrate the groups,
based benefits think-tanksaid a spokesman from the Insurance Information Institute.

WASHINGTON-A blue-ribbon panel is proposing "If on the other hand, the statistics office only con-That special committee also recommended the creation of another
that a new federal agency be established to administer ducts research but does not make Form 55005 available,panel to study cost-saving alternatives to consolidation
the Employee Retirement Income Security Act it would represent the wrong emphasis for expendi-

More hospitals join PPO suit The National Pension Forum, a task force set up ear- tures," he added
lier this year by the Labor Department and comprised Benefit researchers are "tremendously frustrated",
of congressmen and regulators from several federal because current pension reports filed by employers areINDIANAPOLIS-The number of Indiana hospitals seeking an
agencies, proposed last week that ERISA Jurisdiction be not available until many years after filing, he said, Re-injunction against the formation of a preferred provider organiza-
funneled into a new agency, called the Employee Ben- searchers now must work with reports filed in 1978.tion by Blue Cross Assn of Indiana is growing Nineteen more hos-
efit Administration Currently, ERISA is administered The forum noted that if current information han-pitals recently Joined 61 others that filed an antitrust suit against

Blue Cross (BI, Nov 26) by the Labor Department, the Internal Revenue Ser- dling does not improve, it will be impossible for the
vice and the Pension Benefit Guaranty Corp. government to use all the ERISA reports filedThe 80 hospitals claim that Blue Cross, the state's largest health

"A single agency for ERISA administration would "Indeed, this is an area where digital techniques andinsurer, is attempting to pressure hospitals into giving discounts to
avoid duplication and inconsistencies frequently expe- computers can be of enormous significance," it addedBlue Cross patients and that this would result in higher prices for rienced under the current system," the forum said. The Labor Department is now reviewing the forum'sother patients, said a spokesman for the Indiana Hospital Assn The forum also recommended recommendations and is expected to endorse or reJectBlue Cross announced in August its plans to form a PPO under • The creation of a new Office of Pension Statistics those recommendations later this month .the state's new PPO law, which takes effect Dec 31 Blue Cross has
to compile and analyze data about employee benefitsnot yet filed a formal answer to the antitrust charges, a company • Approval by the Cabinet Council and the Office ofspokesman said A hearing date has not yet been set
Management and Budget of a proJect to computerize

N.J. surplus fund law amended pension reports employers file with the government. Nabisco covered
• Hiring more attorneys to enforce ERISA.
• That Congress formulate a national retirement in-TRENTON, N J -Amendments to New Jersey's surplus lines for settlementcome policyguaranty fund were signed last week by Gov Thomas Kean
• Replacing the summary annual report employersThe amendments are designed to share with policyholders the distribute to employees with an individual benefits PARSIPPANY, N J -Nabisco Brands Inc. isburden placed on surplus lines insurers to establish the nation's first statement. Many experts have said that the average "totally covered" for a $3 5 million settlementguaranty fund (BI, Aug 6, Nov 26) Surplus insurers are required to

participant cannot understand the summary reports with a lai)orer who was injured in a work-relatedpay a one-time $25,000 assessment to the fund. Under the amend- • The creation of a presidential task force to study accident almost three years ago, according to Jo-ments, policyholders can be assessed up to 4% of premiums, retroac-
the relationship between expanding pension eligibility seph Marna, director of risk management.tive to July 27, when the original law was passed and pension costs Lawrence Farmer, a contract laborer who onceThe fund will pay up to $300,000 for any one claim unpaid by an 44

The study should contain specific recommendations worked at Nabisco's Clinton Corn Processinginsolvent surplus lines insurer Insurance Commissioner Kenneth about how to make the retirement system equitable unit, will receive a lump sum of $2 1 million InMerin must still determine the percentage of premium that policy- without incurring costs that jeopardize the balance of addition, Nabisco will purchase an annuity thatholders will be assessed.
the system," the forum said. will pay Mr Farmer $10,000 monthly for 14e,Other amendments signed by Gov Kean

But, the forum's most controversial recommendation with a 30-year guarantee, reports Nabisco's attor#• Create a committee made up of representatives of surplus lines is the establishment of a separate agency to administer ney, Max Hudson of London, Yancey, Clark &insurers and agents to advise the board of the admitted insurers ERISA Such an agency was considered when ERISA Allen m Birmingham, Ala. 1guaranty fund, which also directs the surplus lines fund.
was passed in 1974, but Congress was reluctant to con- The annuity also will pay Mr Farmer's wife,• Give the surplus lines guaranty fund the authority to borrow centrate all pension responsibilities within one agency Mary Louise Farmer, $4,000 monthly, alsomoney from sources besides the admitted insurers' guaranty fund

Instead, they were divided among the three agencies guaranteed for 30 years The settlement also willwith the approval of the state insurance commissioner
This division of responsibilities often delayed the pub- settle legal fees and establish a trust fund for Mr• Specify that borrowed money can only be used to pay claims. lication of rules that would help employers comply Farmer's guardian
with the law during its early years, experts said Mr. Farmer, now a resident of Austin, Texas,

index But now that ERISA is 10 years old, benefit experts  was injured in March 1982 while working as a
question whether it is Stlll makes sense to shift ERISA pipe fitter at the plant in Clinton, Iowa A pres-
responsibilities to one agency surized tank exploded in his face when he at-

44

I have mixed feelings," observed John Wiskowski, a tempted to change a valve, causing severe brainAround the states 54 Washington 50 partner with Kwasha Lipton, a benefit consulting firm damage, Mr Hudson saysAsk a risk manager 38
m Fort Lee, N J. "We in the pension and benefit com- Mr Farmer, 41, has already received moreBooks & ideas 38 Vol 18, No 50-Business In- munity are used to dealing with three agencies Things than $300,000 in medical and workers compensa-Classifieds 58 surance (ISSN 0007-6864) lS pub- seem to go reasonably well tion benefits, and will not be required to repayComings&goings: buyers 49 lished weekly at 740 Rush St., Pension rules could be delayed while the new agency. them when he receives this settlement

Comings&goings: industry 52 Chicago, Ill 60611 Second-class was gearing up, Mr Wiskowski said He sued both Nabisco and its Clinton Corn unit
Info 24 postage is paid at Chicago, Ill, and There are also mixed feelings on some of the forum's for negligence in U S District Court in Birming-Insurance services guide 60 at additional mailing offices Post- other proposals For example, benefit researchers say ham, and a trial was slated for Oct 15 of thisLetters 8 master Send address changes to they need more information before they endorse a new year The settlement was approved by the courtMarkets 51 Business Insurance, circulation office of pension statistics last month, and the case never went to trialOpinions 8 department, 740 Rush St, Chi- "I'd be all for a a new statistics office if that means Mr. Marna declined to comment further aboutPerspectives 35 cago, Ill, 60611, 312-649-5221 that the Labor Department will begin making Form the structured settlement, since a lawsuit broughtSpotlight report 3 Copyright 1984 by Crain Commu- 5500s (a pension plan's financial report filed annually by Nabisco against the construction companyTicker 61 nications Inc with the federal government) available on a more that employed Mr. Farmer is still pending

timely basis," said Dallas Salisbury, president of the
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Right programs can help
control health care costs

By MEG FLETCHER

Planning can ease the pain
of property/casualty hikes

, *,Becaus** business is small, it
»*** not mean.14 is immune to

-  */pollution liability risks (page 40)
 :%or,Mle from lawsuits against its

 : directors and officers (page
. 30). But, on the other hand, size

does not have* bar an employer from op-
tions open to big'business, like loss-preven-
tion engineering expertise (page 43), flexible
benefits plans (page 16) or employee assis-
tance programs (page 20).

Small businesses are locked in a classic Catch-22 when it comes to controlling costs
for employee health care benefits.

They are especially hard-hit by higher health care costs, but they often lack access to
programs that have the best chance of providing relief or the ability to manage these
programs.

Some cost-containment measures that work for large businesses also work for
smaller ones.

But, some don't.

Experts say employers with between 100 and 500 employees can help contain their
rising health care costs by making employees pay higher deductibles and coinsurance
levels, increasing their use of self-funding alternatives and joining coalitions to
broaden their knowledge and let their voices be heard.

But, other measures for cutting costs used by big businesses -Ifill:.I
can create more problems and expenses for small businesses. 2 -5 '- 4
These include utilization and concurrent reviews, some claims ,'. .- r " >
auditing approaches and health maintenance organizations. 13
However, some insurers and providers are trying to cope with
the special problems of small busineRS.

Determining effective means of controlling the cost of
health care benefits is becoming increasingly important as
small businesses realize that they need to strive for greater
control or they will lose what control they have now.

Containing health care costs "is a tremendous problem
for large companies and an even greater problem for small
companies," said Eric Oxfeld, who is responsible for devel-
oping health care policy for the U.S. Chamber of Com-
merce in Washington.

A paper from the Small Business Adminstration's "Ideas
in Action" conference last week in San Diego cites reasons
why small business is particularly hard-hit by rising
health care costs:

e Smaller firms often have less flexibility in selecting and designing health care
plans.

• Small firms have fewer resources to develop sophisticated cost-containment pro-
grams, like utilization review or wellness programs.

• Small businesses may be less able to take advantage of alternative funding
methods like self-funding or alternative delivery systems like preferred provider or-
ganizations.

• Small firms hire a disproportionate share of older workers. This increases their
health care costs because premiums for these workers are generally higher than those
for younger workers and because recent federal statutes require employers to offer
workers between the ages of 65 and 69 a choice of enrolling in corporate group health
insurance plans or sticking with Medicare as their primary health insurer.

In addition, small businesses complain about their treatment by the health insurance
industry, according to a survey by The New York Business Group on Health Inc.
Managers polled complained about a cavalier attitude on the part of brokers and
agents, difficulty in getting adequate information and "tie-in" sales whereby the em-
ployer has to agree to purchase more lucrative coverages, like life insurance, from an
insurer in order to get health care coverage.

But still, small business is making strides in controlling health care costs.
The most effective way for small business to control costs, according to benefits

experts, is to increase employees' deductibles and coinsurance levels.
"Making employees pay a larger share of costs is clearly the most effective way for

small business to limit its health benefit outlays," said Ted von Glahn, a consultant
with consultant William M. Mercer-Meidinger Inc. in Chicago.

And, more employers are moving toward this type of plan design.
Blue Cross/Blue Shield, which has 80 million subscribers in 95 independent plans

nationwide, has traditionally offered first-dollar coverage. But in the past five years,
there have generally been increases nationwide in the number of plans with deduct-
ibles and coinsurance provisions, said Mike Seibold, director of business strategy con-
sulting for the BC/BS Business Strategy Services.

"People are switching... .Three years ago, they weren't," he said.
In general, a $250 deductible is no longer considered unusually high, said Janice

Spillane, manager of the cost-containment group department for New York Life
Continued on next page

By JUDY GREENWALD

Sitting in a contractor's office recently, an account executive for E.H. Crump Cos.
Inc. presented his client with a premium quote that included a big rate hike.

The contractor calmly reached into the back of one of his desk drawers, pulled out a
gun, pointed it out the open back door and fired into an embankment.

He then replaced the gun in the drawer, turned to the broker, and drawled, "Son,
can't you do better than that?"

While the reaction of that small-businessman to his increased insurance costs is

extreme, brokers and other experts agree it is the small-businessman who is going to
bear the brunt of the rate hikes for property/casualty insurance.

But they also believe small-businessmen will be less disgruntled by this under-
writing cycle if they:

• Prepare for higher prices.
• Pick a good, competent broker or consultant for guid-

ance.

• Introduce more loss-control measures.

• Cut insurance to the bone by eliminating unnecessary
coverages and introducing higher deductibles and reten-
tion levels.

• Consider alternatives, including association insurance
programs, association captives and broker affinity groups.

• Carefully investigate the financial stability of the in-
surer selected.

The tight insurance market is harder on small busi-
nesses, brokers say, because firms with 500 or fewer em-
ployees often do not have the financial resources of their
Fortune 500 counterparts to soften the blows of rising rates
by establishing captive insurance companies or exploring
other means of self-funding.

"That group of commercial buyers probably will feel
more of the brunt of price increases than the large ac-
counts," says Charles L. Ruoff, senior vp of property/casu-

alty insurance for New York-based Fred S. James & Co. Inc. "What it breaks down to
is, what options does a smaller account have?"

And, the problem is not price increases alone. Underwriting standards are also get-
ting stricter, so insurers may not be interested in a small business's risks, no matter
what the price.

"We're getting to the point again where losses will be an important factor in under-
writing," says Merton J. Segal, chairman of the Meadowbrook Insurance Group in
Southfield, Mich.

Particularly hard-hit, according to brokers, are small, mom-and-pop operators and
firms with high exposures, like truck fleet operators. Very small businesses are begin-
ning to find it hard to secure insurance coverage at all as insurers introduce minimum
premium requirements.

Some of the small businesses have turned to the excess/surplus lines market, but
they are finding that, to a large extent, capacity for their business just "dried up and
blew away," says Carol Filippi, vp and department manager in the property/casualty
area in Alexander & Alexander's St. Louis office. She predicts the market for small
business will reappear, but not for another several months.

Fortunately, brokers point out, most small businesses do not have to search out $20
million to $30 million in capacity, so they do not face the same crunch as large com-
panies. "Many small companies, by their nature, don't have a tremendous exposure,"
says Joseph J. Fay, chairman of MacIntyre, Fay & Thayer Insurance Agency Inc. in
Newton, Mass.

However, they still must learn to deal with a commercial property/casualty market
that has changed drastically in the last nine months. And, the first step they must take,
brokers say, is to realize that their rates probably will be increased and to plan for it.

Many clients are unprepared for the rate hikes, and they come to renewals "as if
nothing's changed," says William C. Cohen Jr., chief executive officer of Wichita,
Kan.,-based Insurance Management Associates Inc. 'Then," he says, "it's too late to
react."

Clients must realign their thinking as to what their premiums should be, says Robert
L. Dubofsky, president of American Coverage Corp. in Great Neck, N.Y. Regard the
previous low rates as "history," he suggests, and be thankful for the period that they
were around.

Continued on page 25
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Health care costs
Continued from preceding page
Insurance Co. Per-confinement de-

ductibles of $50 to $150 are also
being seen, she said.

Metropolitan Life Insurance Co.
is introducing a new plan with a
per-confinement deductible next
year that small businesses could
use, said Malcolm Cheung, assistant
actuary at Metropolitan.

It is also considering instituting a
good health deductible credit. If,
for example, an employee files no
claims in 1984, the employer would
apply $50 toward his out-of-pocket
deductible in 1985, Mr. Cheung ex-
plained.

However, employers with fewer
than 200 employees could have
problems administering this pro-
gram, he said.

"Making employees pay a larger
share of costs is essential," said
John W. Weekly, senior executive
vp for Mutual of Omaha Insurance

Co. "If you don't involve the peo-
ple, you'll never get cost contain-
ment or loss control."

Small business also is turning
away from traditional group health
insurance to try alternate funding
methods to hold down costs. Now,
30% to 40% of businesses with 200 to

500 employees are self-insuring
health benefits to some extent (see
related story, page 12)

And, others are joining business
health care coalitions to have a

louder voice in community health
care decisions and to share cost-
containment information.

Most observers agree that the 135
business and health coalitions

around the country are sources of
information and assistance in mak-

ing small employers' voices heard.
The Midwest Business Group on

Health, for example, sponsors a li-
brary and newsletter exchange.

"In short, coalitions are helping
employers to become wiser buyers
of health care by showing them

how to use their clout and expertise
in 'purchasing'-not just 'paying'
for medical services," said Jan
Peter Ozga, executive director of
the Clearinghouse on Business Co-
alitions for Health Action, a 3-year-
old project of the U.S. Chamber of
Commerce in Washington.

A coalition in West Virginia suc-
cessfully lobbied fcr small business
representation on the board of
directors of non-profit hospitals
and those owned by a political en-
tity.

But, not all cost-containment
measures are as effective for small

businesses as they are for large
businesses. Some can be more trou-

ble than they are worth to a small
business.

Implementing an across-the-
board benefit for a mandatory sec-
ond surgical opinion program can
create too much work for a small
business, some experts say.

But, a small business could limit
the number of procedures quali-

fying for second opinions and make
the program cost-effective, says
Ronald Moreland, executive vp of
Transamerica Occidental Life In-
surance Co.

In general, second surgical opin-
ion programs are only minimally
popular among small employers,
even those with as many as 250 to
500 employees, said Mr. von Glahn.
It causes employers headaches be-
cause of the need to educate em-
ployees, and it can create a back-
lash of resentment, he said.

"That's a lot of smoke and a little

light for a small employer," Mr.
von Glahn added.

Pre-admission certification is

generally considered an important
cost-containment procedure for
most employers, according to
Thomas Ferguson, vp and actuary
at Equitable. His company recently
added the review procedures for
psychiatric admissions, too.

"But, some will say pre-admis-
sion certification for this size (busi-

THAT'S WHY YOU NEED A MORE-THAN-ONE-COMPANYAGENT.
Computer Crash. Po//ution
Liability. Product Recall. D&0
Liability. Business /nterruption
Losses. Product Liability. Key
Person Losses. These are iust
some of the many risks that
businesses must face every day.
What's the best way to manage
these risks¢ Many risk managers
turn to their independent insur-
ance Agent. They know that an
/ndependent Agent is a true
professional who can recom-
mend creative programs that

utilize traditional insurance,
self-insurance, co-insurance,
captives, or a combination that
best suits the specia/ needs of
your business. And because
/ndependent Agents represent
several insurance companies
not just one, they can help you
select the best business cover-

ages at the best price.
So no matter how big or

small your business, it's a good
idea to consult an /ndependent
/nsurance Agent. They're the

more-than-one-company agents
and helping you manage your

business risks is their business.

Contact your /ndependent
/nsurance Agent today. You'//
find one wherever you find this
symbol.

( Youml*ldependent 
\ /nsuronce//AGENT /
 SERVES YOU FIRST /

THE MORE4HAN-ONE-COMPANY
INSURANCE AGENT.

ness) is too much hassle," said Mr.
John Langenus of Connecticut
General.

Pre-admission certification and
concurrent utilization review could
be too expensive for small business,
agrees Tom Billet at consultant
Johnson & Higgins in New York.

Concurrent utilization review is

only effective for groups of more
than 500 employees that are cen-
trally located. Otherwise, the busi-
ness has to contract with two or

three utilization groups, so it is
harder to administer, said Ms. Spil-
lane of New York Life Insurance
CO.

To solve this problem, some in-
surers are using toll-free telephone
numbers that either the patient or
the physician must call for both
pre-admission certification and uti-
lization review.

Auditing claims is the least-att-
tactive cost-containment measure

for small businesses because they
cannot afford to hire outside audit-
ing expertise to check bills and uti-
lization, said Mr. Oxfeld of the U.S.
Chamber of Commerce.

Generally, insurance companies
or third-party administrators audit
claims for small businesses, and ex-
perts agree this is effective.

However, employers with be-
tween 100 and 500 employees are
too small to follow in the steps of
larger employers that are increas-
ingly hiring outside accountants to
audit the insurance companies'
handling of claims, said Larry
Tucker, a group benefits consultant
at Hewitt Associates in New York.

Not even alternative health care

delivery systems are trouble-free
for small businesses.

The larger HMOs are beginning
to sell themselves to small business
to broaden their markets and can
force small businesses to offer them
to employees under federal legisla-
tion that requires most employers
with as few as 25 employees receiv-
ing a minimum wage to offer an
HMO plan if the employer is ap-
proached by a federally qualified
HMO.

But, some employers have said
that offering both a traditional
group insurance plan and an HMO
costs them more than merely offer-
ing the traditional group plan,
while others complain that the
HMO drains off the younger,
healthier employees from the con-
ventional plan. This leaves the less
healthy in the traditional plan,
which then has a poor loss experi-
ence that can translate into higher
premiums.

The dual choice option is " cer-
tainly burdensome" for small busi-
nesses, said Mr. Oxfeld.

It is generally considered too
soon to assess the impact of pre-
ferred provider organizations on
small businesses, despite increased
interest in them as alternative de-

livery systems for health care that
are not hospital-intensive.

But, insurance companies are
trying to help small businesses.

For example, State Mutual Life
Assurance Co. of America this
month expanded its aggressive
cost-containment package from
employers with 10 to 99 employees
to those cover those with 100 or
more employees. It includes 100%
coverage for home health or hos-
pice care, outpatient surgery, pre-
admission testing, mandatory sec-
ond opinions and birthing centers.

And, Aetna Life & Casualty Co.
last spring created a new unit to
serve the needs of the small group
market with between two and 200
employees, according to Ted Kelly,
vp for the small business unit.

But, insurers also generally com-
plain that the smaller businesses,
which are not experience-rated, are
so cost sensitive that they fre-
quently switch insurers. Before an
insurer will take on a new client, it
often asks for claims history.

But providing that claims history
can be a problem if the previous in-
surer will not provide it. .



HPR.
A priceless ounce of prevention.

Highly Protected Risk' ,
That's a company that invess
m prevention for,the sake of
ultimate savings. More and
more such companies are
coming to Wausau for property
insurance

Wausau has the property
engineering skills to help
prevent major fire losses. And
we work with policyholders on
engineering new or existing
buildings to qualify for
extremely low H PR rates. If
losses do occur, we have the
financial strength to cover
them.

IK WAUSAU
INSURANCE
COMPANIES

® WausauWisconsin54401

What sets Wausau apart
from other property insurers?
Primarily it's training A state
of the art Fire Protection
Laboratory in our new training
center (/eft) gives valuable,
hands-on experience to our fire-
protection specialists -- and to
policyholders' people, too.

Our reputation for training
is second to none in the industry.
And, because nothing stays
the same - for re4raining.
A reminder:

TIMES CHANGE.
WAUSAU WORKS:

Watch "The New Tech Times" on PBS.
Underwritten in part by Wausau Insurance Companies.
Check local listings.
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Risk managers have been where you need it most-in Pakistan

promised flexibility They've been or Panama, or wherever you do busi-
promised responsiveness. And, of ness. United States control of your
course, innovation. international business doesn't have

But the question has remained: to preclude effective local delivery
How flexible does a carrier have to That's why our local offices can usu-
be when its customers have nowhere ally settle claims, issue checks and
else to go? deal with many of your other prob-

How responsive? Or innovative? lems without routing them thousands
At CIGNA Worldwide we offer of miles away

an alternative. But we also offer some- Innovation: Instead of develop-
thing a lot more important. ing pigeonholes, we're developing

Promises kept. programs. After all, an array of
For instance, flexibility: It doesn't innovative products means little if

just describe our underwriting. It also they don't meet your needs. At
describes the way we handle and CIGNA Worldwide, we'll design an
settle claims. insurance program that offers

A subtlety? exactly what you want. The way you
Not when you consider that want it. No matter what you do.

when something goes wrong, it can What's the irony 6f all this?
mean the difference between being It seems once again, in the
covered and just thinking you are. field of international insurance, there

Responsiveness: We provide it is no alternative.

CIGNA Worldwide, Incorporated
a CIGNA company

CIGNA
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Small employers should think big
QMALL BUSINESSES should not have small expec-
Lhations about their risk management and employee
benefit programs.

Small expectations will produce inadequately
designed, overpriced and underserviced programs.

Small businesses can and should demand risk man-

agement and employee benefit programs from brokers
and insurers that meet their needs. These programs

will be very similar to the programs implemented by
the largest corporations, just on a smaller scale.

That's what the experts say in our special report this

week on the risk management and employee benefit
programs for small businesses, which we have defined
as those of you among our readers with 100 to 500 em-
ployees.

Unfortunately, many small businesses appear at
times to be either overwhelmed or intimidated by the
perceived complexity of insurance products and ser-
vices. The insurance jargon alone makes some harried
small-business owners relinquish their insurance pro-
grams to an insurance agent, whose perfomance is then
hardly questioned.

There are many insurance agents who provide

highly professional services for their small-business
clients, some with little prodding from their clients and

I others because their clients demand the service. But,

there are insurance agents who take their small-busi-
ness clients for granted and slap programs together
without the required thought or effort, and their clients

aren't forcing them to improve.
Small-business owners should scrutinize their risk

and employee benefit programs, comparing them with
the types of programs used by large corporations.
When the small-business manager thinks the company

is paying too much or not getting the right product or
service, the manager should speak up.

Property and casualty insurance programs, in partic-

ular, should be analyzed because insurers are clearly
aiming their rate hikes at smaller businesses, believing

I that smaller businesses will pay higher prices more
, readily than larger companies.

Small businesses should surprise their agents and
brokers and insurers-but not with a gun, as one busi-
ness owner did recently to intimidate a broker deliv-

ering a premium increase.

letters

Bus,NESS SuRAIN(E @'BY

Illustration: Roger Schillerstrom

Small-business owners should surprise their agents

and insurers by asking the right questions about their
insurance products and by demanding quality service
for the premiums they pay.

The ultimate leverage of any buyer is the threat of

taking one's business elsewhere-presuming it's good
business. While it's no longer a buyer's market for all
insurance products, insurers don't want to lose clients
whose programs have been profitable.

Granted, the clout of the most insurance-savvy

owner of a small business is only as big as the profit on
the account.

That's why experts advise small businesses to choose

smaller agents, for whom the small business's premium
is important, or to consider banding their insurance
needs with those of other small businesses.

Small businesses have the options to improve their
risk management and employee benefit programs.
These options should be exercised.

War risk rating is not collapsing
To the editor: In the article "Hull war

risk rates disputed" (BI, Nov. 19), you at-
tribute to me the statement that "war risk

rating is collapsing." At no time have I
ever made such a statement, and neither
do I subscribe to your assertion of "fierce"
rate-cutting.

While I accept that there is competition
within the London market in war risks, it
is certain that the majority of un-
derwriters are determined to do their best

to maintain as stable a war market as pos-
sible and to retain the trading areas and
the rate of 0.10% p.a. as a basis for hull

war risk insurance.

A further point in your article is also
inaccurate in that it states that the 0.10%

rate applies to all areas except certain
"hot spots."

However, this is not so, because there
are lower rates for restricted areas such as

the United States, Canada, Australia and
Europe.

D.A. Pollock

Chairman

Lloyd's Underwriters' Assn.
London

England

Airborne skier is risk to avoid, not manage
To the editor: I am appalled at the pie-

ture shown in Arthur J. Gallagher & Co.'s
advertisement (BI, Nov. 12). It shows a
skier airborne off a cornice with a text,
"Managing Risk."

Our office does a lot of work for ski

areas in California and elsewhere. Fur-

thermore, in conjunction with the Sierra
Ski Areas Assn., we have been privileged
to run risk management seminars for ski
area operators for several years. An air-
borne skier, be it a member of the public
or an employee, is the kind of risk ski
areas have an obligation to prevent, not
manage!

Years ago, and not many years at that,
ski areas used to use the phrase, "Hell,

principle line of defense in lawsuits. Too
well we have learned that injuries do not
buy that line of rationale. Ski areas have
the same responsibilities for their prem-
ises as do supermarkets or high-rise
buildings.

Most ski areas are fully aware of their
responsibility to provide as safe an en-
vironment as they can, consistent with
the excitement and personal exhilaration
inherent in the sport. To allow the kind of
skiing portrayed in the Gallagher adver-
tisement is the very antithesis of "Manag-
ing Risk." It is more nearly an invitation
to financial oblivion.

Frank Bulkley
Jardine Insurance Brokers Inc.

Losses didn't prompt
firm to drop coverages

To the editor: I read with interest the

article on capacity in the London market
(BI, Nov. 12).

The article contained a reference to

General Reinsurance Ltd. that reads as

though two classes of business, namely
aviation liability and legal expense cover-
age, have caused us problems and we
have withdrawn from writing these
classes.

When authorization from the Depart-
ment of Trade in Britain is obtained to

commence business, it states that authori-
zation to write classes of business may be
withdrawn in the event that no business

is written in those classes within two

years.

This is precisely what happened to the
two classes named here, and so does not
reflect a withdrawal on account of poor
experience.

John B. Hollis

General Manager
General Reinsurance Ltd.

London
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spotlight report

More small firms self-funding health plans
By MEG FLETCHER

Small businesses are increasingly
turning away from traditional
group health insurance and trying
alternate funding methods to hold
down costs.

Now, 30% to 40% of businesses
with 200 to 500 employees have be-
come self-insured to some extent,
according to the Self Insurance In-
stitute of America in Santa Ana,
Calif.

Small businesses-with between
100 and 500 employees-are the
fastest-growing segment of the
self-funding market, said James
Kinder, executive vp of the insti-
tute.

There has been "an Oklahoma
land rush" among large employers
from traditional group insurance to

alternate funding programs, and
now that is filtering down to small
businesses, explained William E.
Hembree, director of the Health
Research Institute in Walnut

Creek, Calif. He
"."7-" -9 added that HRI's

11 latest survey among
1 the 1,500 largest
1 US. employers

... I showed that only
/4/1 17% had fully

 funded health in-
surance programs,

compared with 45% in 1979. He
predicted that, next year, only 7%
or 8% will not use some form of
self-insurance.

That shift has been fueled by
runaway health care costs that
eased for the first time this year
(BI, July 23).

More small businesses are going to third-party
administrators or consultants. . .and those two
are providing services that have typically been
provided by insurance companies,' says Mr.

Brawley of Lawton-Byrne-Bruner.

But, the increased use of alterna-
tive funding for health benefits has
prompted some observers to warn
small businesses that they must be-
come sophisticated consumers if
they are to adequately protect
themselves and their employees.
They stress that self-insurance is
still not for everybody.

And, in fact, it is not very preva-
lent among very small employers,

pointed out George G. Gale III,
president of the Self Insurance In-
stitute. He is also chairman of the
board of Total Group Services Inc.,
a third-party administrator in
Grand Rapids, Mich.

The number of companies with
between 75 and 150 employees that
self-insure health care benefits is
marginal, he said.

However, for a growing number

"EASTMAN KODAK COMPANY
KEEPSUSINREPICTURE

If you picture the ideal aviation insurer, you would see the detail
that has earned AAU its unsurpassed reputation. You would have
an image offast, creative underwriting. You would focus on efficient
claims service. And, you would see financial strength and stability.
That's why, to Eastman Kodak Company, we've been the picture of
perfection for more than 35 years. In fact, more and more prestigious
companies place their aviation insurance with AAU every yean To
get the full picture of an organization that's been

Aal qdeveloping for more than 50 years, contact  -

your nearest AAU office for further details. F[YING FIJT CLASS

ASSOCIATED AVL*TION UNDERWRITERS. 90 JOHN STREET,NY.NY. 10038 · ATLANlA · CHICAGO · DALLAS. DETROIT · KA>ISAS CITY · LOS ANGELES - SAN FRANCISCO · SEATTLE

Newark, NJ, Kansas City, MO.
---

their health care dollars is appeal-
ing. (An article in the Perspective
section on page 35 details how
small firms can benefit by self-
funding their health plans.)

Small businesses that self-fund
can improve their cash flow be-
cause their health plan operates
more on a pay-as-you-go basis,
rather than paying premium up
front and allowing the insurer to
reap investment income, he said.

Small businesses that self-fund
also can reap the benefits of good
claims experience if they have ag-
gressively pushed cost contain-
ment. Conversely, when they pur-
chase commercial insurance their
experience is often pooled with
that of other employers their size.

Cost savings are also realized be-
cause self-funded benefit plans are
exempt from state premium taxes
due on insurance policies and are
not required-as insurers are under
the Employee Retirement Income
Security Act-to offer conversion
coverage and coverage for mental
health and alcoholism problems.

The approaches small-busi-
nessmen are taking to alternative
funding are numerous, but the re-
sult is that small businesses are
sharing more in the risk exposure,
often with stop-loss insurance as a
backup, and they are retaining for
a longer period the use of money
needed to pay health care claims
that previously had been paid up
front to an insurer as premiums.

Alternative funding methods
available to small businesses from
insurers include:

• Minimum premium contracts,
in which the insurer charges a
monthly retention fee to cover
basic administration costs and risk
charges and the previous month's
claims. There is usually a cap on
the employer's liability.

This gives the employer the use
of its money for a longer period of
time while the insurer retains some
risk and guarantees payment.

"Minimum premium contracts
are becoming very, very popular,"
said Ron Brawley, vp of Lawton-
Byrne-Bruner in St. Louis. It is a
good alternative, especially for
companies with fewer than 250 em-
ployees, he suggested.

Most insurers offer a minimum
premium program, but they differ
on the minimum number of em-
ployees required to participate, he
said. The majority of insurers re-
quire at least 200 lives, although
some will go as low as 100, he said.

• Administrative-service-only
contracts, in which the insurer pro-
cesses claims but retains none of
the risk. The employer generally
purchases stop-loss insurance to cap
its liability.

• Deferring premiums until
claims come in or reducing them
based upon experience.

For example, Blue Cross/Blue
Shield has available a contingent
premium plan, in which the pre-
mium is reduced through the year,
based upon experience, with final
settlement at the end of the year.

It also offers a deferred premium
program, in which the employer
does not pay a premium in the first
month or two because of the lag in
claims reporting, said Mike Seibold,
director of business strategy con-
sulting for Blue Cross/Blue Shield's
Business Strategy Services, which
acts as a consultant to those plans.

A small business that wants to
implement an alternative funding
program can use a consultant to de-
sign the program and then hire a
third-party administrator to handle
claims; have an insurer design the
program and administer claims; or,
have a consultant design the pro-
gram but handle claims processing

Continued on page 14

 years giving away beneilts. Now,we are going to have to start taking
them back." •
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spotlight report

Health care rate increases down
Small business is beginning to see some relief from ever-increas-

ing health insurance costs.
The average rate increase for small businesses this year has been

10% to 30%, down from 1983, when increases averaged 25% to 35%.
Big business also has seen rate increases decline as the cost of

medical care increases less rapidly (BI, July 23).
The lowest average rate increase for small business in 1984 was

about 10%, reported by consultants for Blue Cross/Blue Shield plans,
Equitable Life Assurance Co. of New York and Mutual of Omaha
Insurance Co. Among insurers surveyed by Business Insurance, the
highest average rate increase for small business this year-25% to
30%-was reported by Metropolitan Life Insurance Co.

In addition, Transamerica Occidental Life Insurance Co. reported
its rates for small business were up 12% to 18% and Aetna Life &
Casualty Co. said it had raised rates about 15% to 19%.

Rates for small firms renewing coverage were higher earlier in
the year, insurers said. Rates during the first half of 1984 were up
22% to 25% for renewals, but fell to 15% to 18% in the last half, said

John Langenus, assistant vp of Connecticut General Insurance Co.
Rates rose an average of 17% during second-quarter renewals at

the Travelers Insurance Co. but dropped to 13% during the third
quarter, said Jay Fromer, secretary of the group new business divi-
sion.

More firms self-funding health plans
Continued from page 12
itself. The last alternative is the

least popular.
"More small businesses are going

tc third-party adminstrators or
consultants. . .and those two are

providing services that have typi-
c:lly been provided by insurance
ccmpanies," Mr. Brawley said.

However, there can be problems
with self-insurance for small busi-

nesses that traditionally lack the
staffing resources of larger corn-
panies.

"Self-insurance is not the be-all

and end-all. It is not for everyone,"
Mr. Gale said.

"It may be too sophis:icated for
them," Mr. Brawley said.

Unless adequate stop-loss insur-
ance is obtained, a claim for a cata-

st:ophic illness could consume a lot
of the firm's assets.

And, if a small business closed its

doors or lost its stop-loss insurance,
employees would be unprotected.

"There are some small businesses

at jeopardy," acknowledged Mr.
Gale, who points out a lot can de-
pend on the caliber of the third-
party administrator chosen.

The problem, according to Mr.
Brawley, is that "many times, a
prospective client looks at self-in-
surance for the wrong reason."
Specifically, self-funding does not
work when the client is in financial

trouble and is grasping at self-
funding only as a means of improv-
ing its cash flow, he said.

"Generally speaking, for those
with under 250 employees, to take
on self-insurance is quite a risk,"
Mr. Brawley said.

But, Mr. Gale said companies
with as few as 100 employees could
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successfully self-fund their health
benefits if the company has:

• A health insurance premium
of $100,000 per year.

• A management more con-
cerned with long-range savings
than with merely boosting cash
flow. Three months' worth of pre-
mium is the typical one-time sav-
ings that occurs when a business
moves from a traditional to a self-

insurance program.
• A suitable cash-flow situation

that would allow the company to
borrow money to cover aggregate
claims throughout a year, with the
knowledge that stop-loss insurance
would reimburse much of this cost

at the end of the year.
The move to self-funding is

sparking an aggressive response
from insurers. Some are offering
new self-funding programs to small
businessmen rather than lose their

business altogether and other are
increasing premiums for stop-loss
coverage.

Travelers Insurance Co. has re-

duced from 500 to 150 the mini-

mum number of employees needed
to be eligible for alternative fund-
ing, said Jay Fromer, secretary of
the group new business division at
Travelers.

And, beginning Jan. 1, Aetna
Life & Casualty Co. will offer an
administrative-services-only con-
tract for businesses with as few as

100 employees, said Ted Kelly, vp
for the small business market

group in Hartford, Conn.
Stop-loss coverage for small busi-

nesses is becoming expensive and
harder to find, said Ronald More-

land, executive vp of Transamerica
Occidental Life Insurance Co. in

Los Angeles.
Mr. Gale said insurance com-

panies have increased rates for spe-
:ific stop-loss coverages about 40%
to 100% this year to make up for
losses in the previous two years.
However, rates for aggregate stop-
loss insurance have not gone up, he
said.
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spotlight report

Flexible plans can be benefit for small firms
By DIANE LYNN KASTIEL

Flexible benefits can be a viable

option for small employers, benefit
experts agree, as long as they heed
one caveat: Keep it simple.

"The key is simplicity," said Rob-
ert Townes, director of communi-
cations operations at the Prudential
Insurance Co. of America in New-

ark, N.J. "You have to design a
plan that has some choice but is still
relatively simple for flex to work
for the small employer."

"Small businesses are very cost-
conscious, and they don't want to
take a chance that they'll get into
something that will cost more than
it will benefit the company or its
employees," added William W.
Chip, counsel to the Employers
Council on Flexible Compensation.

"Small companies can keep their
costs down by being less ambitious
and offering fewer options," said
Mr. Chip of the Washington law
firm of Ivans, Phillips & Barker.

And, despite some hesitation and
skepticism, more small firms are
adding flexibility to "expand" ben-
efits while holding down costs.

"A flexible plan lets the em-
ployer improve his benefits pro-
gram without spending a lot of
money," Mr. Chip said. "It makes
workers happier without costing a
lot because they can get more cov-
erage in one area in exchange for
giving up coverage in another
area."

Sales Force Cos. Inc., a food bro-
kerage in Schiller Park, Ill., hopes
to save money by introducing a
flexible program to its 500 employ-
ees Jan. 1.

"The constant escalation of medi-
cal costs and our utilization of

(health care) was causing continual
increases in our premiums," ex-
plained Treasurer Daniel Barnhart.
"We raised our the deductibles and

stop-loss level on our traditional
plan in September 1983, and at that
time we decided, 'Hey, we have to
come up with a better approach to a
program that can be meaningful to
employees and yet achieve cost
containment."'

In September 1983, the plan's de-
ductibles, which were $200 for indi-
vidual coverage and $400 for fam-
ily coverage, were doubled, he
explained. And, the stop-loss level,
which previously had capped em-
ployees' out-of-pocket expenses at
$400 for individual coverage and
$600 for family coverage, was
raised; maximum out-of-pocket ex-
penses shot up to $1,300 for individ-
ual and $1,800 for family coverage.

With the help of CIGNA Corp.,
Mr. Barnhart put together a simple
flexible package. Its basic benefits,
which are fully funded by the com-
pany, include life insurance for
employees and dependents, long-
term disability insurance and busi-
ness travel accident insurance.

Options include two medical
plans (one a low-cost, low-cover-
age plan and the other high cost,
high coverage), a dental plan, and
additional life and long-term dis-
ability insurance. And, contribu-
tions to the medical and dental

premiums can be made on a pre-
tax basis.

"Our flexible plan is somewhat
limited," Mr. Barnhart said. "We're
going into it very cautiously, to
keep expenses down."

But, some employers are still
holding back, afraid of the admin-
istrative and communication ex-

penses of flexible plans.
And, most insurers are less than

eager to insure these plans for
small groups, primarily because of
concern over the potential for ad-
verse selection.

"From an insurance company's
point of view, there's a credibility
factor," said Prudential's Mr.

to predict what experience will be
because you don't have the num-
bers working for you. The chance
of adverse selection is much

greater."
With adverse se-

IZZ' 1 lection, employees
'4 that know they or
1 their dependents
 are likely to need

.... 1 medical care choose
 plans that provide

 the most coverage
at the best cost

while healthier workers are more

likely to choose less coverage.
"But insurers' reluctance is not

the main roadblock," Mr. Townes
added. "What we see are the cost

factors that are scaring small em-
ployers away. Communications, on
a per-head basis, can get very, very

'A flexible plan lets the employer improve his
benefits program without spending a lot of

money. It makes workers happier without costing
a lot,' says William W. Chip, counsel to the

Employers Council on Flexible Compensation.

expensive." Start-up costs can also
be prohibitive.

"It doesn't cost that much more

to set up a flexible plan for a large
employer than it does for a small
employer," agreed Susan Velle-
man, principal at William M.
Mercer-Meidinger Inc. "So, on a
per-person basis, that can get very.
very expensive."

But many argue that simplicity

15 seconds to spare?

of design can hold down expenses.
"Simple plans will work because-

simplicity limits the impact of ad-
verse selection," said Paul Mack,
assistant director of flexible bene-

fits for CIGNA in Bloomfield,
Conn. "And, they're easier to un-
derstand and not as costly to ad-
minister."

Others think being small can be
an advantage in a flexible plan.

Winterthur does business in all economically
important countries. It's a top rank

Swiss insurance company, and it belongs to
Europe's top 10 and

America's top 50 insurance companies.
Just send us your business card. It'11 get you

the facts about what
we've got to o#er in the way of services.

winterthur
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"One of the advantages to being a
small company is you don't have
the administrative nightmare (that
large employers do)," said Michael
F. Carter, senior vp at Hay/Hug-
gins Co. Inc. in Philadelphia. "If
you have a couple hundred em-
ployees, designing and administer-
ing a flexible system is something
you can do on a personal computer
or even manually."

William D. Boden, vp and direc-
tor of personnel and administrative
services for The Rouse Co., a real
estate developer in Columbia, Md.,
agrees. His company, with 450 em-
ployees, started a flexible plan Jan.
1, 1983 (see story, page 18).

"Don't think you can't do it with-
out a computer backup," he ad-
vises. "We manually review all 450

Continued on facing page
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Continued from facing page
selections. I think small employers
are assuming that it's so complex
that if you don't have the right
hardware or software you can't do
it.

"It's no worse than how they're
handling their payroll, frankly.

' Whatever they're doing for payroll
should be able to handle a flexible

program. That's what we did."
And, companies don't have to

spend a fortune to communicate
the program, some say.

"The small companies can't af-
ford and don't need videotapes and
all that," said Robert Kelly, bene-
fits consultant with the Wyatt Co.
"So we develop storyboards and
scripts for managers to use. It tends
to follow what they normally do
for communication, which isn't

that elaborate, anyway."
Sometimes, insurers will "do-

nate" the communication effort, as
was the case with Sales Force.

"Communication is one problem

'With a smaller company, you may get a better
sense of what your employees' needs are. And,

with a small company, it's also easier to get
everyone together to explain the plan to them,'

says Michael F. Carter of Hay/Huggins.

we had in general-our ineffective
communication," Mr. Barnhart

said. "And this is one thing that we
knew was important. We said, 'We
just have got to come up with good
communications for this (flexible

program)."'
He said CIGNA put together a

communications program includ-
ing a videotape and a brochure, at
no cost to the company.

"I got them to put together the
videotape in lieu of sending people
out to our various branches to ex-

plain the program, which they nor-
mally do," Mr. Barnhart said.

Three minutes to spare?

At Winterthur, solving the risk problems
of international companies is part of our
daily bread.

Winterthur's International Divisionisthefocal

point for international companies and
their brokers within the Winterthur

organization, managing and coordinat-
ing all lines of insurance in all countries.

Whatever the insurance problems
you may be faced with, the International
Division has specialists to solve them.

A Worldwide Property Insurance Program.¥or
companies operating worldwide, prop-
erty damage and business interruption
have a local impact in the first instance:
but at the Home Office they will show
up in the consolidated profit-and-loss
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One-Shot Coverage Through An International
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to liability coverage. Experience shows
that for international companies liability

And, smaller groups can lead to
more-effective communication.

"With a smaller company, you
may get a better sense of what your
employees' needs are," said
Hay/Huggins' Mr. Carter. "And,
with a small company, it's also eas-
ier to get everyone together to ex-
plain the plan to them."

He added employees of small
companies may be more likely to
understand the flexible plan than
larger firms' employees because
they are more likely to ask ques-
tions.

"People feel more comfortable

cannot suitably be covered by either a
comprehensive policy for the parent
company or a local policy for the subsid-
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win (Winterthur International Net-
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due to an international pooling, i. e. a
consolidated program-wide profit and
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walking to a personnel office of a
200-employee place than they do at
a large conglomerate," he said.

Others say flexible packages may
be easier to "sell" in smaller

groups.

"If the boss says, 'I like this plan'
and tells the employees that, it's
going to have a bigger impact than
that same message coming from the
chairman of the board in New

York City," said Mr. Kelly of
Wyatt.

But, if the administrative hassles
and expensive communications
packages can be circumvented,
why aren't more small groups
switching to flexible plans?

Small employers say they can't
find coverage; insurers say small
firms haven't been asking for it.

"Companies of that size (beiween
100 and 500 employees) have more
of a problem right now with flexi-
ble plans because of resistance from
the insurers," said Ms. Velleman of
Mercer-Meidinger. "The insurers

generally don't have standard
products, so they're going to have
to design individual plans for the
employers, and they're not in-
terested in doing that."

"One of the biggest disadvan-
tages was lack of support from in-
surance companies," noted Rouse's
Mr. Boden. "Frankly, they didn't
have experience with flexible plans
for small employers, and they were
concerned about adverseselec-
tion."

Mr. Boden finally convinced his
insurers-CIGNA and John Han-

cook Mutual Life Insurance Co.-to

insure a flexible program. So far,
he said, the plan is working well.

"The adverse selection issue is

not as big of an issue as insurance
companies make it out to be," he
said. "At least, that's been our expe-
rience."

'«There aren't a lot of companies
heavily involved in flexible bene-
fits for the small employer," said
Patricia Balzer, associate director
of new business product develop-
ment at the Travelers Insurance

Co. in Hartford, Conn. "(Insurers)
are getting into it but, quite
frankly, we have concentrated on
the larger companies because they
have yelled the loudest."

And, the larger the group, the
bigger the budget, added Hay/Hug-
gins' Mr. Carter.

"With a big company, you can get
insurance companies to do almost
anything you want because they
want the megabucks you're going
to pay them. You've got a lot less
clout when you have 200 employ-
ees. The insurance companies are
less willing to be flexible with
you."

Still, some insurers will put to-
gether flexible plans for small
groups. Most of what is available is
off-the-shelf plans that provide
"pre-packaged" options.

"They have a small universe 01
four of five different plans that the
employer can choose from," Ms.
Velleman said. "That way, they
don't wind up writing different
plans for each employer."

At least one insurer, Union Mu-

tual Insurance Co., has gone even
further in developing flexible pro-
grams for small employers, arguing
that modular plans don't fit indi-
vidual employer's needs.

"We decided that modular plans
are not truly flexible," said Carl J.
Sardegna, executive vp of insur-
ance operations for Union Mutual.
"You have to be able to mix and
match like an a la carte menu

rather than having to choose com-
plete dinners."

"Just picking a plan off the shell
is like wearing someone else's shoes
and expecting them to fit," agreed
Frank Chmely, senior vp of group
underwriting at Prudential. "To
make a flex plan work, it takes a
good deal of up-front design and a
great deal of specificity to the em-
ployer and his work force."

Union Mutual has a portfolio of
options that small employers can
use to tailor their flexible plan. In-
cluded are four health care plans,
two dental plans, two flexible
spending accounts, two long-term
disability plans, and a 401(k) plan.

"You can make up a product that
looks like any Fortune 500 com-
pany's flexible plan, even though
it's done for a small group," said
Ned Vadakin, vp of flexible bene-
fits for Union Mutual. "We have

achieved the economies of scale by
designing generic packages that
can be used by any employer, yet
look like they were tailor-made for
the individual employer."

Regardless of the package, most
agree flexible benefits are worth
the small employer's consideration.

"Although the flexible benefit
issue is very complicated from the
insurer's point of view, it doesn't
have to be that complex from the
buyer's point of view," said Mr. Va-
dakin. "The small employer should
at least take the time to look at
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Real estate developer says
flexible program works well

By DIANE LYNN KASTIEL

COLUMBIA, Md.-The Rouse
Co. in Columbia is one small busi-

ness that is singing the praises of
flexible benefits.

The real estate developer, which
employs 450 people, introduced a
flexible benefits plan on Jan. 1,
1983, after considering the move
for more than a year. The catalyst
for the change came when Rouse
had a chance to examine the flexi-

ble benefits plan of Morgan Stanley
& Co, Inc., a large investment
banking firm in New York.

"We came back from that trip
more convinced than ever that we

could do it," said William D. Boden,
vp and director of personnel and
administrative services for Rouse.

"Their plan was a lot like the one
we were thinking about, and sitting
down and talking with them
helped."

Rouse wanted to expand its ben-
efits program without raising its
costs, and a flexible plan seemed
like the answer, he explained.

Specifically, the company
wanted to add a dental plan but
also shift more of the cost of its ex-

pensive medical plan onto employ-
ees. It also wanted to tailor its bene-

fits program to meet individual em-
ployee needs and build an image as
an innovative company, he added.

"We were offering a plan that a
majority of people were not getting
use out of-effective use, anyway,"
Mr. Boden said. "Employees are de-
finitely getting use out of the flexi-
ble plan. When you look at the
choices employees are making-
they are really tailoring the pro-

gram to make it fit their individual
profile. We're very pleased with
the program."

With help from benefits consul-
tants Towers, Per-
rin, Forster &

-- Crosby, the com-
-

< pany designed a
flexible program
with three "layers"
of benefits.

The first layer
comprises what the

company calls its "basic benefits,"
which are provided to all employ-
ees at no cost. They include pension
benefits, vacation and other ap-
proved time off, business travel ac-
cident insurance, employee assis-
tance programs, an educational aid
program and scholarship program
for employees' children, and a
401(k) savings plan.

All employees also can use vaca-
tion cottages along the East Coast
free one week a year. If they don't
use a cottage, additional income is
added to their paycheek.

The second and third levels are

the flexible levels, and employees
have options in each. Some options
require employee contributions,
and others generate benefits "cred-
its," which can be used to buy other
benefits. Still others result in a

"draw"-employees are neither
credited nor billed.

The second level includes the

"primary" flexible benefits: medi-
cal, life and long-term disability in-
surance.

Employees choose from among
three medical plans: the "Rouse Co.
Plan," the medical plan that existed

Continued on page 20

66Every measure must contain the unmeasurable."
1 Joe Long talks about Structured SettlementsTM As a musician and avid concertgoer, Joe

Long knows that the technical aspects
and the emotional aspects of a perfor-
mance are equally important. As one
of our expert negotiators, he knows
that this is also true in a Structured

8 Settlement.

"The wonderful thing about the
Structured Settlements concept," says
Joe, „is that it represents benefits to all
parties involved. The benefits to the in-
suror are obvious and measurable. But,

the really important benefits are those
that it provides for the injured party or
survivors. These are things you can't
add up: the ongoing income, the secu-
rity-the plan that will permit them to
recover fully over' the long term."

"The real heart of the Structured Set-

tlements idea is the realization that you
can't make problems go away simply by
throwing money at them. It takes real
concern to make this concept work,
and I'm proud to be associated with a
company that can do it."
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STRUCTURED
SETTLEMENTS 
COMPANY
5757 West Century Boulevard
Los Angeles, California 90045
East Coast Omce: 800-237-6361

West Coast office: 800-421-2022

In California: 213-642-1999

In Florida: 813-823-2666
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Rouse Co. plan Small firms can benefit from EAPs
Continued from page 18
before the flexible program; a new,
comprehensive plan; and a health
maintenance organization.

The Rouse plan, for which em-
ployees are not credited or billed-
pays 100% of reasonable and cus-
tomary hospital charges.

After a $150 individual and $300
family deductible, the major medi-
cal portion of the plan pays 80% of
other medical expenses, like office
visits, up to $2,500 per person.
Rouse pays 100% of expenses ex-
ceeding $2,500, up to a lifetime
maximum of $250,000 per person.

Under the comprehensive plan,
employees pay more of their ex-
penses but get a credit of $111 for
individuals and $396 for families.

Under the plan, employees pay a
$300 individual and $500 family de-
ductible, which applies to any med-
ical expense, including hospital ex-
penses. The plan pays 80% of the
first $4,000 per person, and then
pays 100% of expenses up to a
$250,000 lifetime per-person limit.

The third choice is an HMO. The

Columbia Medical Plan pays all in-
patient hospital and surgical ex-
penses and provides outpatient
benefits for a small service fee. A

contribution is required only if the
employee wants coverage for him-
self and more than one dependent.

The life insurance plan offers
employees between one and five
times their salary in life insurance.
The option that pays two times sal-
ary results in a "draw." Less cover-
age yields a credit; more coverage
requires a contribution.

The LTD plan provides the same
benefits to all employees-60% of
basic monthly earnings, paid after
:ix months of disability, up to re-
tirement or age 70, whichever
comes first. The flexibility lies in
the financing. If the employee pays
the premium, he gets a credit equal
to the premium, and any benefits
are not taxed. If the firm pays, ben-
efits are taxed like regular pay and
there is no credit.

The third level offers "supple-
mental" benefits, including a den-
tal plan, a prescription plan and ac-
cidental death and dismemberment

insurance. These all require em-
ployee contributions and do not
yield credits for non-participation.
But, starting in 1985, contributions
can be on a pretax basis.

The dental plan pays 100% of
reasonable and customary charges,
with no deductible, for most pre-
ventive and diagnostic care. All
other expenses have a $50 individ-
ual and a $150 family deductible,
after which the company pays 80%
of minor restorative care, 50% of

major restorative care and 50% of
orthdontia care for dependents
under age 19. The plan pays up to
$1,000 per person annually for ex-
penses other than orthodontia, with
a lifetime cap of $750 per person.

Individual coverage costs em-
ployees $78 a year, and family cov-
erage costs $243.

Employees in the prescription
plan pay $2 per prescription; the
firm pays the rest. Individuals pay
$78 a year; family coverage is $212.

The third supplemental plan is
for AD&D insurance, which pays
benefits in multiples of $10,000,
starting at $20,000 and going up to
10 times an employee's salary, up to
a maximum of $350,000.

Employees with individual cov-
contribute $5.04 a year; those

who also want benefits paid to de-
pendents contribute $7.68 a year.

Beginning Jan. 1, Rouse will
offer a flexible spending account
program to cover dependent care
expenses with pretax dollars. At
the beginning of each year, em-
ployees decide how much to con-
tribute to the account, up to $5,000
or one half of their salary, which-
ever is less. Also beginning Jan. 1,
employees may deposit an amount
equal to their unused benefits cred-
its into the plan. .

By MARGARET LeROUX

Small employers say an Em-
ployee Assistance Program is an
employee benefit that is economi-
cal, humanitarian and can benefit

both employer and employee.
Although it's impractical for

small businesses to form their own

EAPs to help employees suffering
from alcohol, drug or other prob-
lems, small firms throughout the
nation are establishing consortiums
to purchase EAP services from pro-
viders at reasonable rates.

By joining a consortium to con-
tract for EAP services, small em-

ployers are receiving qualified as-
sistance at a price

- they can afford,
says Bill Perkins,
president of Old
Dominion Printing
in Alexandria, Va.,
and chairman of

EAP in Alexandria

Inc., an employer
coalition.

"Companies that join together
have access to a lot of technical ser-
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vices and they can exercise their
collective clout in negotiating a
contract," Mr. Perkins said.

Employers and counselors asso-
ciated with EAPs say the programs
are worth the cost and can actually
save an employer money because
employee assistance can reduce
workers compensation claims and
time lost due to absenteeism.

Such savings are especially im-
portant to a small business, says
John Burke, a partner in Burke
Wall Associates in Research Park

Triangle, N.C., which provides

EAP services to employers.
"If a troubled employee in a

small company messes up on the
job, the financial impact is much
greater than in a company with
10,000 employees," Mr. Burke said.
"And if you lose an employee be-
cause of alcohol, drug or other per-
sonal problems, the cost of replac-
ing that person is likely to be a lot
higher than the cost of counseling,"
Mr. Burke added.

"You don't have to be a big com-
pany to benefit from an EAP," said

Continued on facing page
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How to subtract 10% or more ence of registered nurse reviewers reviewing bills that won't yield ap-
from your hospital bill. located in our 118 offices coast to preciable savings.
Over 90% of all hospital bills contain coast. Nurses who know local hospi-
errors. 90%. And Intracorp's regis_ tal procedures and practices, and In-depth analysis. In the hospital.
tered nurse reviewers know how to the intricacies of all types of insur- The only place to conduct a compre-
find-and eliminate-the errors and ance coverages. It's this expertise hensive Hospital Bill Review is in the
overcharges that inflate these bills that gives you those 10% savings. hosttal. We work directly with the
and your loss experience. hospital business office and compare

With Intracorp's Hospital Bill Re- We don't waste time- all items on the bill to the documenta-
view service, you'll realize savmgs we pre-screen. tion on the patient's chart. We ask
of up to 10% on all bills we review. We know from experience that not questions. For example:
Savings so significant we bet you all bills offer potential for savings -Was everything charged ac-
can't think of a reason not to try us. through Hospital Bill Review So we tually delivered to the patient?

pre-screen all bills and give you an -Are all charges applicable to
National service with a honest answer that lets you know the admitting diagnosis? Or included
local touch. up front if we can help. We don't under the patient's insurance cover-
Only Intracorp gives you the experi- waste our time-and your money- age?



Continued from facing page
Sue Blomgren, personnel director
for the Ben Simons Department
Store in Lincoln, Neb. With nearly
100 employees, Ben Simons is one
of the smallest members of a con-

sortium of Lincoln employers
formed to provide EAP services to
employees.

"Even though our use of the EAP
has been minimal, we have used it

for work problems related to alco-
holism," Ms..Blomgren said. "We
feel. it's a good tool."

Bonnie Voe, assistant vp at Da-
kota Bank & Trust Shares Inc. in

Fargo, N.D.,.agrees: "The EAP has
been really successful; we've had
employees come in and thank us

for it."
Since 1981, Dakota Bank has

been part of a consortium of Fargo
employers, called simply the Em-
ployee Assistance Plan, that con-
tracts for EAP services. During the
first two years in the consortium,
30 of the bank's 135 employees
have used the services of the EAP,

according to Ms. Voe.
"As a human resources person,

it's an asset for me to be able to say
to an.employee who comes to me
with a problem, 'I'm not a coun-
selor, but I can refer you to some-
one who can help,'" Ms. Voe said.

At Outboard Marine Corp., a
Lincoln, Neb., equipment company,
Employee Relations Manager Ed

Davis estimates the company saved
more than $40,000 in workers com-
pensation costs last year through
the combination of an EAP and a

safety program.
"I feel the EAP had a lot to do

with the savings," Mr. Davis says.
"Our success ratio with employees
who have gotten their act together
through the EAP is probably 98%."

OMC is one of the 45 members of

LEAP Inc., the Lincoln EAP con-
sortium. LEAP started with a fed-

eral grant 11 years ago and has
been completely self-sufficient
since 1982.

Employers contract with LEAP,
a non-profit organization, for the
services of its five counselors and
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And, of course, we verify that all charges. Result? You'll save even
charges are accurate, with no billing more. We'll show you how.
errors. That's the kind of subtraction that

What's more, Intracorp resolves adds to your bottom line. A big plus
any discrepancies with the hospital... from Intracorp.
business office and gives you a de- For more information on how Intraco*&
tailed report that sums up our kid- Hospital Bill Review service (fonnerly
ings. We also note the specific items Medex Services) can reduce your hospital
on the bill that were deleted or re- bills. mail the coupon or call us toll free,

800-345-1075. In AK, HI and PA, callduced. And of course, we let you
collect, 215-687-9450.

know how much you've saved.

We don't stop there.

Intracorp can even include a Retro-
spective Utilization Review to iden-
tify medically unnecessary inpatient
hospital days and treatment

InTracorp

Innovaton En cost containment. L
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pay its expenses on a fee-for-ser-
vice basis.

"A lot of other EAPs charge a
fixed rate based on the number of

employees," explained. Kristine
Brennan, executive director of

LEAP. "We found that to be ineq-
uitable for smaller employers."

LEAP estimates how many
hours of counseling a company's
employees will use for the coming
year and charges accordingly. "If
we underestimate, employers are
billed on a monthly basis; if we
overestimate, they get credit for
the following year," Ms. Brennan
said.

Besides tapping the EAP for em-
ployee counseling, members of the

r 7

Mr. Daniel H. Davis B
Director of Marketing, Intracorp

985 Old Eagle School Road 
Wayne, PA 19087

Please send me your complete Ho*ital Bill 
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Lincoln coalition also receive sta-

tistical reports on how many em-
ployees use the EAP, what type of
counseling or referral they use and
what is the outcome of the counsel-

ing. However, no employee names
are given out to employers to pro-
tect the workers' privacy.

Supervisors at the coalition
members are also trained by coun-
selors on how to intervene when

employees have problems that af-
feet their job performance.

"We don't want them to try and
assess what the problems are, just to
refer the -mployees to the EAP,"
Ms. Brennan said.

"If an employee's problem can be
resolved with short-term counsel-

ling, it's usually handled by one of
our counselors. Otherwise, we.refer
them to one of the 55 different re-

sources in the community," she
said.

EAPs prevent supervisors "from
getting bogged down in employees'
problems," noted Chuch Moe, vp of
human resources· at Dakota Hospi-
tal in Fargo, a member of the Fargo
consortium.

Since the hospital joined the
EAP, "Supervisors don't have to
act like a counselor or parent," he
added. "They can say to an em-
ployee, 'I .don't know what to tell
you, but we have a service to help
YOU."'

The EAPs also help employer
members of consortiums communi-

cate the benefit to employees
through work-place presentations,
letters sent to employees' families,
posters displayed at work and wal-
let cards with the phone number of
the EAP. Counselors also give sem-
inars and workshops at the work
site on topics like stress manage-
ment.

Each employer member 01
LEAP, the Lincoln EAP, is as-

signed a counselor who comes to
the work place to meet with em-
ployees, give workshops and super-
visor training.

At OMC, for example, an EAP
counselor spends two Tuesday af-
ternoons each month at the work

site to counsel employees.
"Employees are free to come for

counseling during working hours,"
Mr. Davis said. "If they're willing
to go the extra step, so are we."

Employees can also go to LEAP's
offices for counseling on their own
time. "We're seeing statistics show-
ing that more and more employees
are. going for counseling on their
own, rather than being referred by
a supervisor," said Mr. Davis.

0MC is dedicated to the concept
of.EAPs, Mr. Davis stressed. "Il

something's affecting a person's joi
performance, a supervisor will sug-
gest the EAP," said Mr. Davis. If
the supervisor suggests the EAP to
an employee a second time, the em.
ployee is required to seek help or
faces possible dismissal, he com-
mented.

An EAP in Lynchburg, Va., has
helped save the jobs of more than
one employee of Buffalo Forge, a
metal fabrications plant with 100
employees.

"We've sent employees with at-
tendance and performance prob-
lems for counseling and it's helped
enormously," according to J.D
Mitchell, Buffalo Forge's personnel
manager.

"We've had a couple of success
stories of employees who were
close to being discharged for alco-
hol problems, but since counselin
they've become ideal employees,"
he added.

Buffalo Forge pays $14 per em-
ployee annually for the services oi
Employee Assistance of Greate
Virginia Inc., an independent, non-
profit EAP in Lynchburg thal
serves a consortium of 11 employ-
ers in Lynchburg and Roanoke.

"Because this is a small commu-

nity (population 60,000), most of the
employers who joined the consor-
tium came by word-of-mouth rec-

- commendation," said Susan Mock,
Continued on next page
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INSURANCE
FOR BANK AUTO LEASING

Wemakesureyouarecoveredbya
high-quality carrier

Allied with major carriers. we have long experience with
this difficult-to-place insurance. We make it easier for you

wjth a quality program of insurance designed specifically
for Bank Auto Leasing We could provide broader cover-
ages at substantial savings

• Lessors Excess Liability

• Lessors Contingent Liability

• Lessors Contingent Physical Damage

• Interim Car Coverages

We invite your inquiry and your business
Call or write RON RUANE

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
(215) 265-4170

Small business band together to form EAPs
Continued from previous page
the coalition's executive director.

She said the program began as an
outgrowth of an arrangement be-
:ween a community services orga-
nization and Babcock & Wilcox

Co.,the largest employer in the
area.

"We worked exclusively with
them for t•vo years, then opened up

' the EAP :o all employers in the
area,' Ms. Mock said.

' "Although one of our counselors
will go to :he work site. about 70%
of the emp.oyees we see come in on
their own,' she said. The coalition

employs three full-time counselors
and one part-timer.

Bill Kipley, executive director of
the Fargo EAP, also noted that
most employees come to· the EAP's
offices for counseling. The
for-profit EAP started six years ago
ar.d currently charges employers

$16.50 per employee annually. The
Fargo EAP works with employers
whose work forces range in size
from 10 to 900 employees.

Mr. Perkins, chairman of the
Alexandria, Va., coalition, notes

that the number of EAP providers
has grown in the past several years.
"We throw our contract out for bid

every two years and have received
over a dozen bids on it."

Members of the Alexandria con-

sortium's board meet quarterly to
monitor the EAP. "We have a phy-
sician and psychologist on the
board to keep the EAP honest," he
said.

The consortium of 12 employers,
including the city of Alexandria,
currently contracts with COPE, a
Washington-based EAP provider
that also services 40 employers in
the District of Columbia area.

An advantage of using an outside
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EAP provider cited by Mr. Perkins
is confidentiality. With an in-house
EAP, there is always suspicion by
employees that management has
access to EAP records, he said.

'*In our EAP contract, the em-

ployee's privacy is respected," Mr.
Perkins said. "I get reports on how
many employees used the EAP, but
there is no way I can find out who
of my employees used it."

Although some small employers
have substantiated the savings gen-
erated by an EAP, the more sue-
cessful an EAP is, the harder it is to

prove it, says Art Sharp, employee
relations supervisor for Lincoln
Telephone Co. in Lincoln, Neb.,
and a member of the LEAP consor-

tium.

"The [rst few years we were in
the program we had excellent sta-
tistics linking the EAP to decreases
in sick days, accidents and time lost
to disability accidents," he said,
"because employees whose job per-
formance was being affected were
being referred by supervisors. Now
more than 60% of our employees
who use the EAP are self-referrals

and they're seeking help before
their job performance is affected."

"This of course, is better for both

employers and employees in the
long run, but it does make it harder
to justify the cost of an EAP pro-
gram if you're in an organization
that is looking for the EAP to jus-
tify its existence on the bottom line.
A scary possibility is that manage-
ment is going to be looking for
ways to cut the program," he said. •

How to locate

the right EAP
Employer consortiums and indi-

vidual small businesses interested

in Employee Assistance Programs
will find plenty of providers offer-
ing these services.

The membership of the Assn. for
Labor Management Administrators
& Consultation on Alcoholism in

Washington, the national organiza-
tion of EAP professionals, has more
than doubled to 3,700 this year
from 1,500 in 1976, says Executive
Director Tom Delaney.

Mr. Delaney notes EAPs are nol
accredited or certified as yet,
though ALMACA will begin a pilot
project to develop such a program.

He advised employers interested
in beginning an EAP "to ask an
EAP consultant for references and

follow up on them. Talk to people
who have dealt with the consul-

tants," Mr. Delaney said.
"Get proposals from at least

three consultants," he continued,

"and beware of bargains. If you
get five bids and four are in the
same ballpark and one is a lot
cheaper, it sounds like that con-
sultant is being subsidized by a
treatment center."

Don Phillips, head of COPE, a
Washington-based EAP provider,
agreed. "Some EAP services are
thinly disguised funnels for inpa-
tient treatment programs," he said.

Unless an employer is careful,
Mr. Phillips continued, "he'll find
all his employees who seek help
with an alcohol or drug problem
are being hospitalized when they
could very well be treated on an
outpatient basis."

An employer should also investi-
gate whose interests an EAP ser-
vice represents. "Check to see if
they bill to third-party insurers,"
he said. "Don't let the EAP become
a blank check to raid the health

benefits plan."
John Burke, of Burke Wall Asso-

ciates, N.C. advises an employer to
question the provider about alco-
holism and drug abuse programs.

"These are problems that are
often missed or misdiagnosed," he
said, "and they're one of the most
costly problems for employers." .
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Frank B. Hall, the bigh=perfor-
mance corporate protector
helps companies like yours the
world over play to win in the
fiercely competitive business
arena. We'll handle your insur-

i ance requirements cost effec-
tively And offer you the most
advanced risk management
programs available anywhere.

Serious competitors come
to Frank B. Hall because we're

tough and thoroughly profes-
' sional. We protect your human

and financial resources, giving
, .  you the strength to succeed in
 your marketplace.

Frank B. Hall. For all forms of

*r... business protection. Insurance
> t.* placement. Reinsurance. E&S

>* lines. Employee benefits con-
sulting. Claims management.
Environmental risk management.
And special 21 st century prod-
ucts for virtually every major
industry

The pressure is on. Competi-
tion is mounting. But there's an
insurance services company
built to stick with you while you
play to win. Frank B. Hall, risk
management services for seri-

, ous competitors, like you.
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• A 60-page seminar handbook
covering computer automation of
medical malpractice, workers com-
pensation and general claims is
now available from COMTEC Inc.

The handbook also deals with oper-
ating a software system in relation
to risk management. Copies are
available for $4 each from COM-

TEC Inc., Risk Management Ser-
vices and Products Department,
24350 Indoplex Circle, Farmington
Hills, Mich. 48018; 313-478-8775.

• A Back Injury Prevention
Kit, including a prevention man-
agement plan, is now available free
from Darrell Heppner & Associ-
ates. The plan describes warm-up
exercises to aid in lifting and lists
the six commandments of safe lift-

ing. To order, write Heppner & As-
sociates, Risk Management Ser-
vices, 154 Sunnyside Drive, San

Dividend
with a

wallop
State Fund's 1983 dividend delivers another

knockout punch to high insurance costs.

Our Board of Directors has set aside $265,300,000

48% of premium for payment of 1983 policy year
Workers' Compensation Insurance dividends.

We will continue to calculate dividends

twice with 100% payment of what you
earn 10 months after policy expiration
and any additional earned dividend at
22 months with NO RECAFrURE, of
course.

There continues to be NO LOSS CON-
VERSION FACTOR.

ARCADIA

BAKERSFIELD

CERRITOS

CULVER CITY

EUREKA

FRESNO

We're proud of what we give to Califor-
nia employers in both dividends and ser-
vice. It's a direct result of State Fund's

hard work to help keep insured
employers' workplaces safe.

Contact us today, to find out what the
impact might have been on the bottom
line of your business if you'd been in-
sured with State Fund.

THE HEAVYWEIGHT CHAMP, AGAIN!

818-445-4030

805-834-8300

213-402-8600

213-670-3623

707-443-9721

209-445-5858

STATE FUND DISTRICT OFFICES

LOS ANGELES

OAKLAND

REDDING

SACRAMENTO

SAN BERNARDINO

SAN DIEGO

SAN FRANCISCO

213-385-1531

415-638-1500

916-243-8400

916-924-3440

714-884-7281

619-560-1600

415-565-1344

Under California Law it is unlawful for an insurer to promise the future payment of
dividends uncer an unexpired workers' compensation policy or to misrepresent the condi-
tions for dividend payment. Dividends are payable only pursuant to conditions deter·
mined by the Board of Directors or other governing boara of the Company following
policy expiration. It is a misdemeanor for any insurer or officer or agent thereof, or any
insurance broke- or solicitor, to promise the payment of future workers' compensation
dividends. Past dividend performance is no guarantee of an insurer's future dividend
performance.

SAN JOSE

SANTA ANA

SANTA ROSA

STOCKTON

VENTURA

WOODLAND HILLS

408-297-1714

714-567-2800

707-544-6200

209-951-0080

805-644-4300

818-888-4750

STATE
COMPENSATION

INSURANCE

FUND

info

Leandro, Calif. 94577; 415-632-
2200.

• A new book with

speeches on health care in the
food industry has been pub- 3 3
lished by the International 1, 1/
Foundation of Employee Ben- '
efit Plans. The 41-page paper-
bound book includes five of

the speeches given at a confer-
ence in June. Topics include
health care cost-containment

issues, group health insurance
and pension withdrawal liabil-
ity. The cost is $5 for members
and $9 for non-members.
Copies are available from

Publications Department, In-
ternational Foundation of Em-

ployee Benefit Plans, P.O. Box
69, Brookfield, Wis. 53005-
0069.

• The revised 1985 edition

of "Your New Social Security
and Medicare Fact Sheet," is
now available from the Bu-

reau of National Affairs. The

fact sheet reflects the latest

changes in Social Security
and Medicare law. Included

in the sheet is an easy-to-un-
derstand explanation of Medi-
care hospital insurance and a
worksheet and accompanying
tables for computing average
monthly earnings and/or
averaged indexed monthly
earnings, benefits for workers
and their dependents and cost-
of-living adjustments. To
order copies of the fact sheet,
write to BNA Books, BNA Dis-
tribution and Customer Ser-

vice Center, 9435 Key West
Avenue, Rockville, Md. 20850-

3397. A minimum of 20 copies
must be ordered at a cost of 75

cents apiece; however, dis-
counts for larger quantities are
available.

• A revised and expanded
version of the Health Insur-

ance Assn. of America's Digest
of Health Insurance Laws and

Regulations is now available
free of charge. The digest lists
46 topics, including filing re-
quirements, advertising, man-
dated benefits, individual and
group requirements, related
health insurance laws and

miscellaneous provisions.
Topics are arranged alphabet-
ically according to state and
will be periodically amended.
For a copy, write to Health In-
surance Assn. of America, 1850

K St. N.W., Washington, D.C. 20006.

• "Start Taking Charge," a 
new guide outlining employee {
wellness programs, details
how employees can become
more productive and feel j
healthier through a combina-
tion of physical fitness, proper <
diet and stress management. j L
The brochure, which was de-
veloped by the Bob Hope In-
ternational Heart Research In- *

stitute for Aetna Life & Casu- i

alty Co., is available to em- -
ployers for $6.95. To order,
write to Start Taking <
Charge/BI, Aetna Life & Cas-
ualty, P.O. Box 104, Hartford,
Conn. 06101,

Have a new report, booklet or
promotional brochure you'd like
to send to buyers Of insurance?
Business Insurance will describe

material costing less than $25 as

an editorial service in the weekly
Info for Buwers column. Simply
send us a short description of the
material to be offered, along with
the cost and a mailing address.

Address aU contributions to Info
for Buyers, Business Insurance,
740 N. Rush St., Chicago, Ill.
60611.
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Planning can help ease pain
of price hikes for small firms
Continued from page 3

Sit down with your broker
and plan ahead, advises John
T. Lockton III, president of the
Lockton Insurance Agency
Inc. in Prairie Village, Kan.

"A fellow needs to know

today what his insurance costs
are going to be in June," he
says. Plan for a rate increase.

"Start early, and get a lot of
necessary information to-
gether early," advises Robert
L. Adler, president and chief
executive officer of Chicago-
based Associated Agencies Inc.
"It just takes longer in the
market to find alternatives.

You've got to leave plenty of
time so you don't do it at the
last minute."

"Renewals are going to be
planned much earlier than in
the past," says John Gussen-
hoven, manager of Johnson &
Higgins' commercial accounts
department in New York. He
says that he now begins pre-
paring clients' renewals 120-
150 days in advance; before, he
may have left about 90 days.

Picking a good broker not
only to prepare for the rate in-
creases, but also to negotiate
professionally, is critical in
this volatile market, brokers

say. "All the yo-yos who
climbed out of the woodwork"

during the soft market will
disappear, says Conard Foa,
president and chief executive
officer of New York-based Foa

& Son Corp.
What's needed now, he

says, are brokers who under-
stand insurance companies'
rating structures and can use
"technical leverage" against
insurers. The broker who is

"dumbfounded and flaps his
arms" will be ineffective.

"Small-businessmen should

be sure they select a broker big
enough, and in business long
enough, that has (contact with)
the right number of insurance
companies and an in-house
staff to use creative imagina-
tion," says C. Peyton Daniel,
president and chief executive
officer of the St. Louis-based

Daniel & Henry Co.
Mr. Daniel believes small-

businessmen should stick to

just one broker, because other-
wise, "you'll just muddy the
marketplace."

Ronald B. Livingston, chair-
man and chief executive offi-

cer of Pittsburgh-based Babb
Inc. says, though, that small-
businessmen should check out

what other brokers are offer-

ing, to see whether their mar-
kets offer lower rates.

Often, he says, the
small-businessman finds him-

self in a controlled situation,

where he only knows one bro-
ker.

But, going to too many bro-
kers is not a good idea either,
warns J&H's Mr. Gussenho-
ven. "It would be a disservice

to shop around for the sake of
shopping around," he says. If
there is a need to shop around,
he says, it should be "done in a
controlled, deliberate fashion."

"Do not overreact by start-
ing to change brokers for a
couple of dollars," says Sander
A. Kessler, president of Los
Angeles-based Sander A.
Kessler & Associates Inc.

"Keep your loyalties." If the
cost of insurance becomes too

high, he suggests, small-busi-
nessmen should investigate
whether they can pay on an
installment basis.

Brokers also note that they
may be able use their leverage

to help place business for very
small businesses with premiums
under $750-$1,000.

Douglas B. Owen, president of
Dallas-based Arthur L. Owen Co.

Inc., for instance, says his firm
groups all its small commercial ac-
counts with one or two insurers.

"We could use our leverage with
the carrier," he says.

But a good broker can only do so
much to alleviate rising rates, the
brokers say. Small-businessmen
also have to take matters into their

own hands, by introducing profes-
sional loss-control programs, with
the help of their broker, a consul-
tant or their insurer.

"In a loose market, they were
spoiled," says Thomas J. Kline-

Continued on nezt page
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Planning can help ease pain of rate hikes
Continued from preceding page
dinst, president of Cincinnati-based
Thomas E. Wood Inc. Now, he says,
small business must pay attention
to the issue of loss control.

Small-businessmen who show an

interest in safety and engineering
will be able to get better prices be-
cause their business is more desir-

able, American Coverage's Mr. Du-
bofsky says. Those in the "outer
circle" with poor loss records will

 be the ones to "go first" in the
tightening market.

The days of the "dog and pony
show" for small-businessmen-

when loss-control programs con-
sisted of putting up a poster-are
over, Mr. Foa says.

"It has to be a loss-control pro-
gram that shows results and bears
fruit," he says.

If the small-businessman cannot

afford to hire an outside safety con-
sulting or engineering firm to help
him plan loss-control programs, he
may consider tapping the free ser-
vices available through OSHA (see
story, page 43).

Small-businessmen also may be
able to cut their insurance costs by
more economical use of their insur-

ance, including higher deductibles
and more risk retention, say bro-
kers. There should be no more

first-dollar coverage for mainte-
nance claims, according to Frank
R. Rinaudo, vp of Poughkeepsie,
N.Y.,-based Marshall & Sterling
Inc.

Small businesses also can elimi-

nate exposures by, for instance,
leasing rather than owning certain
vehicles and reducing the quantity

The small-businessman should 'take a careful

look at the structure of the insurance package,
and determine whether it really is in comformity
with his requirements,' says Irving Pozmantier,
president of the Wisenberg Insurance Agency.

of inflammables they have on
hand, says Paul L. Gross, president
of NIA Ltd./National Insurance

Associates, based in Paramus, N.J.
The small-businessman should

"take a careful look at the structure

of the insurance package, and de-
termine whether it really is in
comformity with his require-
ments," recommends Irving Poz-
mantier, president of the Houston-

based Wisenberg Insurance
Agency.

During the soft market, he says,
businessmen may have added un-
necessary coverages because the
price was so low.

Now is the time to ask, "Is it
really needed, or is it something I
can reasonably do without? Does it
fit the scope of my risk manage-
ment objectives?" Mr. Pozmantier
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says.

But, don't get carried away and
cut out too much, he warns. "The

critical coverages are not the ones
to be deleted from the program." If
small-businessmen "stick to a risk

management game plan," he says,
avoiding the temptation to "flesh
out" their insurance programs even
when prices are low, "they will be
served very well"

Another route to cutting costs is
joining with others to purchase in-
surance or to self-fund risks. Bro-
kers say they are seeing growing
interest among small businesses in
association insurance programs, as-
sociation captives and broker affin-
ity groups, which provide insur-
ance programs for employers in
similar industries that are not oth-
erwise affiliated.

Meadowbrook is "bringing to-
gether more than ever groups of
small and medium-sized owners

into joint insurance programs,"
says Mr. Segal, whose firm special-
izes in association insurance pro-
grams.

And, the employers are not nec-
essarily from the same industry, he
says. In some cases, employers with
250-500 employees from different
industries are forming hetero-
genous groups, Mr. Segal says.

Small-businessmen should inves-

tigate what programs may already
be in place. There is "almost always
a savings," and some group mem-
bers can save as much as 75%-80%

of their premium, he says.
For a small business with premi-

ums under the $750-$1,000 range,
banding with other small busi-
nesses may increase the possibili-
ties of finding available markets.

Richard Fuhrman, president of
New York-based John M. Riehle &

Co. Inc., believes that the primary
benefit of association groups is "not
so much in price reductions but in
better coverages." An association,
he says, is able to pick up additional
coverages that might not otherwise
be available to individual busi-
nesses.

However, brokers say there are
drawbacks to association programs.
For one thing, it takes a long time
to organize a group insurance pro-
gram. Putting any sort of group
program together may take more
than a year to accomplish, says
Fred. S. James' Mr. Ruoff, so it is of
little use in the short run.

And, if a decision to create one is
made, the likelihood of its success
will depend on the character of the
industry, says Mr. Owen of Arthur
L. Owen Co. Inc.

For instance, attempts to form
groups in the oil and gas industry
have always failed because inde-
pendent operators don't like to be
grouped together, points out one
broker. There also is a tendency for
associations to attract "less than the

best" in terms of loss records, says
another broker.

The best way to find out about
group insurance programs is by
contacting a trade association or
checking with insurers, brokers
point out.

Whether a small-businessman

goes through an association or a
broker for his insurance or pur-
chases it on his own, investigating
his insurer's financial stability is
critical, brokers warn.

Small-businessmen tend to look

less closely at this than do larger
companies, Mr. Ruoff says. He says
this scrutiny of the insurer is espe-
cially critical in the liability area,
"where the insurer needs to be

around four to five years from
now."

"I think now is the time, in buy-
ing insurance, to examine not only
the price of the product but the fi-
nancial stability of the company it's
coming from," agrees Tom Nash,

Continued on page 28
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Planning helps ease the pain of rate hikes
Continued from page 26
agency manager at the Carswell In-
surance Group Inc. in Savannah,
Ga.

"The problem within the indus-
try right now is not just the lack of
profit, but also the tremendous out-
flow of cash from companies," says
Thomas E. Wood's Mr. Klinedinst.

Insurers' efforts to conserve cash

could lead them to hold back pay-
ments, he says.

"I really think that's going to be a
problem, and it's a problem the
small-to-medium buyer has no lev-
erage to combat on his own," he

'1 would not jump from carrier to carrier at this
time unless it was also essential, or unless the

premium differentials are substantial,' says Mike
Metzger, president of Olliver/Pilcher Insurance

Inc. in Phoenix, Ariz.

says. Another danger, Mr. Kline-
dinst says, is that of reinsurer insol-
vencies.

Small-businessmen should make
sure their insurance company "can
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deliver when called to in the fu-

ture," says Harry Crawford, chair-
man of Insurance & Risk Manage-
ment in Fort Wayne, Ind.

Look for good rates, says Her-
bert N. Zack, president/treasurer
of Alliance Brokerage Corp., based
in Westbury, N.Y., "but be much
more careful about bargains" than
in the past.

A starting point for assessing an
insurer's stability is to ask the in-
surer what rating it received from
A.M. Best Co. in Oldwick, N.J.,
which annually rates insurers
based on various factors and pub-
lishes those results. Some brokers

point out that they will not place
business with an insurer that has a
rating of "B" or below.

If the insurer won't reveal its

rating, the broker placing the busi-
ness should know it or the buyer
can go directly to Best.

Another good source of informa-
tion about an insurer's financial

stability is the state insurance de-
partments.

Assuming that a small-busi-
nessman's current insurers are in

good financial shape, brokers dis-
agree about the merit of buyers re-
maining loyal to their insurer.

"This is not a time to go around
and shop" because the market is
not there, advises Charles H.
Harper, president of Rebsamen In-
surance in Little Rock, Ark. It is
hard to get quotations from any-
body, he explains.

"I would not jump from carrier to
carrier at this time unless it was

also essential, or unless the pre-
mium differentials are substantial,"
says Mike Metzger, president of 01-
liver/Pilcher Insurance Inc. in

Phoenix, Ariz. If a businessman
stays with an insurer two or three
years "that will be remembered by
the underwriters," and the show of
loyalty will be appreciated.

"Look for a long-term relation-
ship," agrees American Coverage
Corp.'$ Mr. Dubofsky. "Don't look
to change carriers every year or
two." A businessman should no

more consider jumping around
among insurers than he would con-
sider switching his bank because it
is charging another quarter of a
percent interest on a loan.

'It's more important you get the
loan." If a small businessman has a

good relationship with his insurer,
the insurer will deliver "in good
times and bad," Mr. Dubofsky says.
It's a "two-way street."

There are others, however, who
say that small-businessmen should
seek the best rates and who ques-
tion just how much loyalty is really
appreciated.

Getting competitive quotes is still
important, says Robert P. Cowie,
president of the Phoenix-based
Lasher-Cowie Agency Inc.

Never mind loyalty, says Mar-
shall & Sterling's Mr. Rinuado. In-
surance companies look at each of
their branch offices as a profit cen-
ter, and they are judged accord-
ingly.

"It comes down to what have you
done for me lately," he says.
"We're living in a now society."

"It depends on whom you're
dealing with," says A&A's Ms. Fi-
lippi. While some insurers follow
rigid standards in determining
which risks they will accept, others
have experienced underwriters
who are more likely to consider the
individual firm, and take into ac-
count a small-businessman's loy-
alty, she says. •
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Managing Risk
If you're considering self-insurance for your

organization, you're talking risk You owe it to
your bottom line to talk to the people who know

what managing risk is all about. Arthur J.

Gallagher & Co., international brokers of
insurance and risk management services.
Nobody does it better.

We do it better because we've put 20 years
into building the most comprehensive risk
management service in the industry.

We do it better by working directly with you
through Gallagher Bassett, our service
organization. Gallagher Bassett can function
either as an extension of your in-house
insurance department or as your full-service

claims administration organization.
We do it better because we are seasoned

professionals in loss control and claims
management service. And by aggressively pur-

suing subrogation, posting property and
casualty loss recoveries that far exceed the

industry average.

And, we do it better with RISX-FACS-, an on-

line computerized reporting system that pro-
vides both ordinary and extra-ordinary

information to you. You'll have everything you
need to know to manage your program. And
you'll have it when you want it, in the form you
want it.

When it comes to managing risk, ask Borne-
one who knows what it's all about. Arthur J.

Gallagher & Co.
Write or call us today. Find out for yourself

why nobody does it better.

Go for it.

You're with Gallagher.

\

ARTHUR J. GALLAGHER & CO.

10 Gould Center, Golf Road
Rolling Meadows, IL 60008

312/640-8500



with allthe answers?

Back then you may have wanted to
throttle him or her for always having the
right information. Today, you need all the
information you can get, fast, accurate
information to keep you up-to-date on any
new changes. And Unionmutual's sales
team can provide it.

Our sales people are experts in
Employee Benefits. They have to be. Our
training, our expectations, and our criteria
are geared to maintaining a record high-
lighted by 8 years of LTD leadership.*
Unionmutual's experts can give you the
kind of help that can make your job easier.
They're one of the reasons we're known for
excellence in our full range of employee
benefits plans.

Give our experts a try. Ask a question
today.

If you're interested in more details
about Unionmutual's Employee Benefits
insurance, contact your local Unionmutual
sales representative or return the
coupon today.

*Employee Benefit Plan Review, April 1984
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He's

working
for us.

Selling
Employee
Benefits.

I'd like to know more about Unionmutual's Employee Benefits plans.

Name

Company
Address

City

Telephone Number

Mail to:

State Zip

Unionmutual, Corporate Marketing
2211 Congress Street
Portland, Maine 04122

.Unionmutual
v  ® Putting employee benefits

in a whole new light.

Union Mutual Life Insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance Co. of America,
Portland, Maine 04122 (All states except New York)

Unionmutual Stock Life Insurance Company of New York,
Elmsford, New York 10523 (New York State only)

81 12/10/84 S.T.
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perspective

Teamwork is real benefit of defining objectives
0 I Do you conduct your department
W*0 activities using the management by
objectives approach? If you take this approach,
how do you tie in the various department functions
to this approach?

A . As part of our annual budgeting process, we list
/71* two, or generally no more than three, objectives
that we expect the risk management department to
accomplish.

These department objectives must be meaningful, they
must require an out-of-the-ordinary effort to accomplish,
and they must result in a measurable benefit to the
company.

It also is preferable to develop these objectives in
conjunction with the objectives of your superior, for
direction, support and value to the company (and to you).

In an effort to make this a meaningful exercise, the

Would you like advice from an experienced col-
league on a risk management or benefit management
problem? Two features in the Perspective section of
Business Insurance can give you some answers.

Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and
benefit management issues. Each has already answered
several questions from our readers.

Ralph F. Perry Jr, answers risk management ques-
tions; Joseph Duva, director of employee benefits and
compensation at SCM Corp. in New York, answers
benefit management questions.

Mr. Duva's and Mr. Perry's columns appear alter-
nately on the second Monday of each month.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, title and employer; however, Business Insur-
ance will consider unsigned letters.

Self-funding risk
at smaller firms

Continued from page 38
capabilities to study trends and conditions
for a good pro-active loss control program,
the dollar is better protected.

The purchase of these services from one
organization enhances the level of
consistency and minimizes the chances of
duplication of effort and lack of
communication. The self-funding
company's dollar is best protected.

Now that you are all excited and ready for
the next self-insurance call, let it be said that

self-insurance is not a product for everyone.
State laws, premium size in certain lines of

coverage, the exposures of your company
and your willingness to become involved can
dictate the feasibility.

But, even if self-insurance is not feasible,

it still might be smart to spend a couple of
extra dollars on some supplemental
services of a third-party administrator. The
conventional industry is going to push
insurance buyers into higher premiums
that will have to be offset by higher
retentions. Perhaps it might be smart to

purchase an independent loss control
administration program to assist in

developing a solid loss-prevention program
for problem areas that would fall under a

higher retention. Many companies that are
buying conventional insurance are doing
this at the current time.

The romance with the conventional

market may be over, but if history repeats
itself, you know that once you have paid
the price for a few years, your love affair
will be back again. Things will be hot for
several years and then cold for several

years, hot for several years and then cold
for several years.

Maybe it's time to look at settling down

with a less-flashy but more consistent
partner in the long run-integrated

ask arisk manager

objectives should require the collective efforts of your
staff to reach the goals. The better risk management
departments work as a unit. Everyone works together to
accomplish the task.

We ask individual staff members to list their objectives
for the year. Without much direction, this request will
produce a list of projects.

Project lists are important, even though many of the
items that are listed would be expected to be accomplished
in the ordinary course of business and would be
considered part of the job. The project list always turns out
to be a valuable measure of what your staff people believe
is important to accomplish, and it also provides a good
management tool.

What we like to do is tie in the direction of items on the

project list to the overall objectives of the department.
These daily efforts help accomplish the principal
objectives of the department.

The painful part of the process is to review the project
list and department objectives one year later. Rarely do
we accomplish all the things that we originally set out to
do.

However, the major benefit in this process comes from

the team effort that is produced by the risk management
department working as a unit to achieve meaningful
goals.

or pay the medical bill itself? Would this reduce

workers compensation insurance costs

substantially? Will the protection offered by the

insurance company still be there if an employee
should decide to sue?

A . Medical-only claims must be managed carefully
/.0 to avoid litigation and, as importantly, to control
costs.

While frequency of claims may be the rule for
medical-only claims, we have found other factors have led

to raising workers compensation expense.
Our four-year medical-only claims average 2,800 per

year out of 3,800 total claims reported-which is 75% of
the total. Twenty-six percent of the total claims expense is
for medical costs only. (Here the total includes medical,
indemnity and expense costs.)

While the protection of the insurance company is still
available if the employee sues, the initial management of
medical-only claims can control all expenses. over time
and keep premium costs low.

Premium expense under a retrospectively rated
program or self-insured "funded" program is directly
related to claims expense. Your control of all expenses
relating to any claim is the best cost-reducing factor we
know. .

, Ralph F. Perry Jr. is up, director of risk
, 1 management at Amfac Inc. in San

Francisco. Mr. Perry's next Ask A Risk

Use care with medical-only claim 'Tki 1 , ; Manager column will appear in
3  / R February.

0 e lis it advantageous for a company to file a
'il 0 medical-only claim for an injured employee

Book introduces businesses to insurance
Getting the Most from Your Business

Insurance

By Gary Robinson
Oasis Press

1287 Lawrence Station Road,

Sunnyvale, Calif. 94089
$34.95

By Alison Kittrell

GARY ROBINSON'S book, "Gettingthe Most from Your Business

Insurance," is a guide for the
small-businessman who is trying to
evaluate his or her need for insurance

coverage.

The author, who is a partner in the
insurance brokerage firm of Bone,
Robertson & MeBride in Pleasant Hill,

Calif., says in his introduction, "This is a
practical book which will help you
explore, in a systematic way, how to
determine your business risks and how to
cope with them in the most efficient
manner."

Although he says that "this is not an

insurance primer," it includes a great deal
of information on insurance concepts as
well as on specifics about policies. And, the
insurance information is geared to a
person who really doesn't know very
much about the field.

In fact, that is the first point that should
be made about this book: It is for people
who want to look at their insurance

programs from the bottom up. In the

section on insurance, for example, the
author defines terms, including "insured,"

"insurance company, ."agents, „.brokers"

and "underwriters."

But, for people who are not familiar
with insurance, the book could be very

useful. It provides detailed explanations of
types of coverage that might be needed by
a small business, including property, ocean

books & ideas

compensation, liability, automobile, boiler
and machinery, credit insurance, crime
coverage and life insurance.

After explaining the reasons for

purchasing each type of coverage and
explaining the usual limits of the coverage
and how a particular coverage can be
adapted to the needs of a particular
business, the book includes detailed
worksheets for a business owner to use in

figuring out what kind of coverage and
how much coverage the company needs.

The worksheets are perhaps the most
valuable part of the book, because they let
the small-businessman take pencil in hand
and work out his or her specific coverage
needs.

The worksheet on business interruption,
for example, asks the businessman to
determine whether the loss of

services-electricity, gas, water,
steam-would shut down a plant, and it
asks the businessman to estimate the

possibility that such a loss of service would
occur.

Then, it asks whether there are any
events, like sales or promotions, that
depend on good weather, and it asks the
businessman to estimate the dollar loss if

the event were canceled due to bad

weather.

The business interruption worksheet

asks some obvious questions, like whether
operations could be relocated to temporary
quarters. But, it also asks some questions
that a businessman might not think of, like
whether operations, manufacture or sales
are dependent on bridges, tunnels or data
processing facilities. And, it asks whether

the company has any contractual
obligation to supply customers at a
guaranteed price, regardless of the

Also, the format of the book-a looseleaf

binder-makes it easy for a businessman
to remove the worksheets that he or she is

interested in and refer to the book while

filling them out. And, the businessman
then could easily take the completed
worksheets along when meeting with an

agent.

The book also has a chapter on choosing
an agent, including tips on how to avoid
falling prey to the tricks of some
less-than-ethical agents.

And, the book has chapters on insurance
rates, requests for proposals and what to
do if you have a claim.

The book also includes a section on risk

management. However, it merely

describes what risk management is and
details various risk management

techniques for analyzing a company's loss
exposure.

It does not give the reader much help in
the area of loss prevention, and this is
perhaps the book's greatest weakness.

For a small-businessman, a loss

prevention program can be a valuable tool

in minimizing exposure and, as so many in
the risk management field are proving,
good loss prevention can help keep
insurance costs down.

It is unfortunate that the author missed

the opportunity to cover loss prevention in
the same type of detail with which he
covered other aspects of business
insurance.

In summary, the book could be a good
tool for someone who knows very little
about insurance and would like to learn,

especially for someone who has felt lost

and mystified by the often-complicated
issues involved.

And, it could help small-businessmen
take more control of their companies'
insurance programs by helping them to
identify specific exposures and ways to
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world designed to prevent hell and high water.
Early Suppression means this sprinkler will ESFR isjustone wayAllendale is showingyou that

produce larger water drops resultjng in better we're more than an ordinary insurance company
fire penetration. Fewer sprinkler heads should Our concern for the companies we insure goes
operate, so less water is needed overall. well beyond the property coverages we provide.

Fast Response means the sprinklers have This is the Allendale approach. Workjng to take
a greater thermal sensitivity and activate much more of the risk out of risk management
earlier. So a fire is doused before it even has a For an update on the ESFR program, wrjte
chance to spread. on your letterhead to Michael C. Mcintyre,

No hell or high water. Sr. V. R Marketing Staff P.O. Box 7500,Johnston,
Prototype ESFRs are currently in development Rhode Island 02919.

by several major sprinkler
manufacturers and will soon Allendale Insurance/Factory Mutual System
be available for installation. World leaders in risk management.
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grouphealthins ers.
Small businesses can

really have their ups and downs.
Take Sid Berman and

Bernie Leonard, for example.
Back in 1958, they

opened their doors with a team
of four. And were pleasantly
surprised to discover that The
Travelers had a Group Health
Insurance Plan for a business
their size.

By 1967, their ranks
had grown to twenty And
The Travelers was still meeting
their needs.

Ten years later, it was
just Sid and Bernie. But one
thing hadn't changed-their
Group Health insurer. (Which
was a great relief to both of
them when Sid was out for six

weeks with a slipped disc.)
Today they boast a staff often. And a relationship with The Travelers that dates

back more than a quarter century
There are lots of Sid Bermans and Bernie Leonards out there. Small business owners

experiencing growing pains. And sometimes setbacks.
So it's comforting to know that with all the other things they\re got to worry

about, Group Health Insurance isn't one of them.
The Travelers 1984 small group program offers life insurance up to $100,000.

Disability income up to $1,000 per week. And a wide variety of health lan choices.
What's more, over 100 Group Field Offices assure that we're wnere you need us,

when you need us, providin the kind of efficient and effective service that a business
can depend on. No matter what its size. Or lack of it.

Just ask Sid and Bernie. Or, better yet, contact The Travelers Group Representative
in your area. A.

Well be glad to show you how we can help make Thelavelersj®
small business a big part ofyour business. TheTravelers Indemnity Company and its affiliated companies. Hartford, CT 06115.
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Allendale announces the only sprinkler in the
It's called ESFR, Early Suppression Fast Response
-a remarkable breakthrough in sprinkler tech-
nology designed to respond to a fire faster and
more effectively

Under "high-challenge" fire conditions, flames
must be knocked down quickly If they aren't,
everything goes to hell. And you get burned.

Or, present sprinklers can stop the flames but
may operate in areas beyond the fire, flooding
your inventory Your company runs the risk
of losing its share of the market And you take
a bath.

Either way you can get hurt

At Allendale we've thought a lot about these
problems. Enough to fund an extensive research
program through the Factory Mutual System to
develop ESFR sprinklers.

Entirely new testing methods were used in an
effort to better understand the characteristics of

high-challenge fires and how to suppress them.
Years of research produced the ESFR program.
These new sprinklers will be capable of meeting
the task of a high-challenge fire, typical of highly-
combustible materials. And capable of greater
cost-effectiveness.

ESFR's performance is designed to be twofold:



Continued from facing page
The average D&0 policy limit

for businesses whose assets fall be-

tween $13 million to $25 million,
according to the Wyatt report, .s
$5.5 million.

Chubb Corp., which also writes
D&0 coverage for small business,
says between 25% to 30% of Chubb's
D&0 claims strike policyholders in
the 100- to 1,000-employee bracket,
estimates Terry Van Gilden, na-
tional executive protection man-
ager in Warren Township, N.J.
Chubb considers as a small bus_-
nesses those accounts with assets oi

$10 million or less.
"You just never know when

you're going to be the guy sittir.g ori
the other end of the lawsuit," he
tells these companies.

Jardine's Mr. Talbot suggests
small businesses know their direc-

tors and officers could be sued, "but
they don't feel the exposure is suf-
ficiently acute to merit the cost
that's being asked for it."

The market for 0&0 coverage is 'certainly not
going toget any better six months or a year

from now, so for those companies that are going
to (shop), this is the time to do it,'

advises ARM Tech's Mr. Haywood.

Indeed, D&0 insurance prices
are now going up, as much as 50%
and 75% in some cases. The soft

marke: D&0 insurance buyers
have enjoyed for the past -.hre. or
four years is gone (3I, Sept. 3). Pre-
mium for this coverage now starts
at abou: $1,000 per $1 milion in
coverage per year, according to
Andrew Curgino, assistanT vp for
corporate D&O at L.W. Biegler
Profit Center in Chicago, a unit of
Crum & Forster.

3ut underwriters don'-. expect
small businesses that became f: rst-

time D&0 insurance buve= in the

soft market to drop their coverage
as premiums rise.

"Once they have obtained the
product and understand what
they're getting, I don't think they'll
let the policy lapse," predicts Ms.
DiMarco.

Chubb's Mr. Van Gilden agrees.
"The value of the coverage has
pretty well been proven and most
people are believers,:' he com-
ments.

But if a business now decides to

purchase D&0 insurance for the
first time, the cover may not be too
easy to obtain. In addition to raising

business insurance, December 10, 1984 / 31

rates, some undewriters are sub-
stantially cutting back the limits of
insurance they will write.

First State Insurance Co., for ex-
ample, recently reduced the limits
of D&0 coverage it will write to $3
million, down from $20 million, ac-
cording to David J. Kalainoff, as-
sistant vp in the Los Angeles office
of Cameron & Colby Co. Inc., First
State's underwriting manager.
Both companies are units of Hart-
ford Insurance Group.

Mr. Kalainoff says the reduction,
which took effect Oct. 1, is a tem-
porary one and was spurred by a
lack of treaty reinsurance capacity.

Treaty capacity difficulties also
triggered reduced limits at Biegler,
which now can write $20 million,
down from $25 million in June,
says Mr. Curgino, but that's still
more than enough coverage for a
small business.

And, according to consultant
John D. Haywood, with Advanced
Risk Management Techniques in

Why? Because George is doing a lot better than
"just fine" since be called Provident Mutual.
Could be George now knows something you
don 't.

For instance, George knows that Provident Mutual
gives him a wealth of marketing alternatives. We
market a full range of group products on both
conventional and alternate funding bases,
with effective cost containment options that
George's clients need.

George also knows that Provident Mutual offers
superior claims payment, claims reporting
and claims management for additional cost-

containment advantages.

Finally, George knows that we can provide
the flexibility he's looking for. Whether it's
customized packaging, attractive funding choices,
or individual plan design, Provident Mutual
makes it easy for him to deliver exactly what his
clients need.

You don't have to know George to find out about
Provident Mutual.Just call one of our Group
Offices listed below.

Find out how you can achieve greater success in
your group market. Or would you rather just sit
back and let George do it?

PROVIDENT MUTUAL

North & Central New Jersey Suile 301. 600 South Aver.ue. Westfield. XI 07090 (201) 233-3400 • Northern California Suite
2475, 120 Montgomery Street. San Francisco, CA 94104 (415) 352·5117 • Orlando 3444 McCrory Place, Commodore Building, Suite
131. Orlando, FL 32803 (305) 898-3511• Philadelphia Suit- 1506, Two Penn Center Plaza, Philadelphia, PA 19102 <215) 568-3930
• Richmond Suite 1116, 700 Building, 700 E. Main Street, Ric-mond, VA 23219 (804) 788·8141 • Southern California Suite 1510,
3250 Wilshire Boulevard, Los Angeles, CA 90010-1605 (213) 333-6000 • Mid-Atlantic Pension Office Suite 141, 111 Presidential
Boulevard. Bala Cynwyd, PA 19004 (215) 667-5545 • Midwesr Pension Office Suite 240,11001orie Boulevard, Oak Brook, IL 60521

Seattle, underwriters are becoming
much more selective and may re-
quire the potential policyholder to
produce evidence of profitability
and a three-year record of strong
business performance.

Several underwriters point out
that small businesses with hopes of
going public have a tough row to
hoe before they'll find D&0 cover-
age. Both Chubb and Royal say
they routinely exclude coverage for
claims stemming from actions that
occurred during an initial public
offering.

"If you're going for a public of-
fering (be it stock or debenture),
you're going to have to make an
awful lot of revelations and repre-
senations publicly, in many cases
for the first time," explains Mr.
Van Gilden.

He says initial offerings are
"very risky" because the directors
and officers of the company can
later be held accountable for that
information.

Another exposure particular to
small businesses, which might hin-
der the purchase of coverage, is
their tendency to be closely held
enterprises, often controlled by
family members. D&0 suits at such
companies can be "long, drawn-out,
nasty affairs," says one un-
derwriter.

Chubb's Mr. Van Gilden agrees,
and says the company shies away
from writing D&0 insurance for
close, family-owned businesses.

Underwriters are also sensitive

to the exposure small businesses
have to D&0 claims that stem from

contract disputes.
"As a smaller company, you

might have to go the extra mile and
commit a little more to get the job
because your ability is unproven,"
explains Mr. Van Gilden. In their
eagerness to win the contract, some
companies oversell their skills;
I)&0 claims frequently result.

Small businesses also are more

likely targets of takeover attempts,
notes Mr. Foley of CNA.

"Any time an underwriter learns
that one of his insureds is consid-

ering a merger or acquisition, he
begins to lose sleep," he says.

Mr. Van Gilden also has seen
D&0 claims result from takeover

attempts. Smaller companies that
haven't hit their stride operate
with feelings of independence and
may take steps to defend them-
selves-actions for which the com-

panies might later be sued, he
explains.

Small businesses may also be un-
attractive risks to insurers because

they are often new companies: It's
difficult to assess the company's
management ability during under-
writing when there's no track rec-
ord to evaluate.

Of course, the particular type of
business also affects its ability to
obtain D&0 coverage. For exam-
ple, the high rate of failure among
start-up, high-tech companies, like
those in California's Santa Clara

Valley, has made it difficult for
them to purchase D&0 insurance,
some say.

Finally, small businesses may be
unwilling to provide the financial
information underwriters demand

to provide D&0 insurance, says
John Dore, president of the year-
old Chicago Underwriting Group
Inc.

Some small companies will give
the appropriate financial data only
directly to the underwriter, bypass-
ing the agent or broker, and re-
quire the insurer to keep the infor-
mation confidential, Mr. Dore says.
About 20% of CHUG's total book of
business is D&O risks, about 10% of
which are small businesses, he esti-
mates.

Despite coverage restrictions and
rising rates in today's market, ARM
Tech's Mr. Haywood advises, "It's
certainly not going to get any better
six months or a year from now, so
for those companies that are going
to (shop for D&0), this is the time
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WHAT HAPPENED TO the romance' any buyer would receive from a S B » S ,  '"'/:-I;f f!1 63 1 91/5 4As a risk manager, you had some conventional insurer claims management, f ) :;
great years being courted by our industry loss control, loss control reports and excess
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Everyone was calling you for a date You insurance The major distinction involves
fl

did go out or could have gone out with the management and structure of these
numerous suitors, and the romances got parts. A'j' 13,  1L

,,better and better We believe a self-insurance plan 6 4 hi
% '

But, for the last year, everyone has been properly placed and administered has the
telling you that your insurance pricing and true incentive to teach the insured to
broad coverages Just can't go on this way iii« difi.1- 1-1manage his or her own risk exposure

5

23&
Something's going to change, and when it better and return significant cost savings i, 61 0/

does, hfe will be nothing like it has been directly to the bottom line Illustration Roger Schlilerstrom

for the last several years Historically, self-insurance has had an
And then it happens A "Dear John" image as a product for the "big boys " A industry at guaranteed cost premiums as insurance protection and is remunerated

letter in the form of a direct notice of common profile of a self-insured risk low as $500,000 The self-insurance by the commissions on the excess
cancellation comes from your insurance would be one with high retentions in the industry had to react to protect its book of insurance
company You are angry You're hundreds of thousands of dollars, no business Lower retentions, lower The broker and the market also arrange
despondent. You feel you've been unfairly aggregate excess insurance protection and premiums and new products had to be for the proper support services-claims
dumped After all, you were only playing the insured administering its own claims created to stave off the conventional management, loss controland loss data
the field as the field wanted You didn't Expensive outside studies undertaken to competition, but in a manner that would systems.

make any promises determine the feasibility, marketing and still make sense on a long-term basis The key to the success of any
You start to call old agents They are design were also part of the traditional Now that the conventional industry is self-insurance plan is the integration.

reluctant to go out with you You find out image It did not seem reasonable for the cleaning house and raising prices to get One-stop shopping is the best way to
that your choices will be limited and that risk with a premium of $50,000 to $1 back to acceptable premium levels for the purchase services. If one claims
the costs will be high You will be getting a million to look at the possibility of exposure, many of these newly created administrator can manage all claims
lot less for what you are putting into a self-insurance, since the retentions would self-insurance products are coming to the nationwide based on the same standards,
relationship You are frustrated because be high and the ultimate exposure greater forefront as far more competitive than the the dollar is better protected If the claim
you feel you have lost control of your own that they would be with what could be astronomical increases of the conventional management people are reporting loss data
destiny purchased conventionally industry Self-insured packages, monoline to one system that codes, describes and

It's time to take control But, a lot has changed in recent years to and combined aggregate programs are compiles information in a single report for
Risk managers should look into make this image outdated The available for the $50,000 to $1 million all locations, the dollar is managed better

integrated self-insurance, even if they self-insurance industry was affected Just as premium risk If one loss control service is able to

have not yet lost the romance with their greatly during the soft market as was the A lot of these products have been generate consistent data from the system
current plan A self-insurance plan is a conventional insurance industry In fact, it created and controlled by the brokerage and, in addition, have ad hoc reporting
long-term solution to the volatility of the may have been more affected community, so the cost of an involved Continued on page 38
conventional insurance industry, because Accounts spending $1 million in study is unnecessary. If self-insurance fits
it relies less on the industry self-insurance fixed and variable costs the needs of a particular client, the broker James S Gault is area up for the Chicago

By our way of thinking, self-insurance were under attack from the conventional can arrange the proper levels of excess branch of Arthur J Gallagher & Co

Don't overlook self-funding group health plans
By Edward F. Zutler not yet been developed self-funded plan is technically partially insured and is

Today however, a properly designed insurance package governed under regulations of state insurance

IN RECENT YEARS, there has been a significant can make some form of self-funding both practical and departments Thus, extension of benefits for total
increase in the number of partially-insured and profitable for employer groups with as few as 25 disableds for claims above the deductibles would be the

self-funded group health plans These plans are marketed employees same as for a fully-insured plan
by both insurers and third-party adminstrators The size of the employer for which it is practical will The advent of specific individual and aggregate

Because of new provisions and, perhaps, because of vary with premium levels throughout the country In stop-loss coverage has allowed the concept of full
unfamiliar terminology, confusion surrounds the high-cost areas like Los Angeles and New York, a self-funding to become viable for groups of 100 lives or
applicability of such plans to smaller employers The minimum of 25 employees can be viable. In lower-cost more A specific coverage of $10,000 combined with
definition of "small employer" can range from 3 to 1,000 areas, it may require as many as 50 or more employees to aggregate stop-loss insurance can bring the risk to the
employees For the purpose of this article, however, we make self-funding practical employer to very acceptable levels Specific coverage
will define the small employer as one with 25 to 500 A major medical plan with employee deductibles of states that any claim for one individual in excess of a
employees $1,000 to $5,000 is readily available m most markets and pre-determined amount (usually $10,000 to $50,000) will be

This review of group health self-funding does not argue can be used to brlng the concept of self-funding to smaller paid by the insurer
that partially-insured plans are better than fully-insured groups For example, a $1,000-per-employee Typically, the amount of the claim in excess of the
plans But, employers and brokers should have a clear high-deductible major medical policy could be purchased, specific amount is reimbursed to the employer after the
view of the unique characteristics of partially-insured with the employer self-funding benefits up to $1,000 per employer pays the claim For larger companies, this
plans so that the true range of funding options at group covered person Under such a plan, the employee would represents a nominal risk, since the normal cash flow of
health insurance renewal time can be objectively receive his or her normal benefits-$100 per-individual the business would allow the advancing of monies
reviewed deductible and 80/20 coinsurance-but the source of the necessary to pay the claim before reimbursement by the

The lack of interest m self-funding among small benefits would vary depending on the size of the insurer The aggregate stop-loss coverage limits the
employers can be traced to some widely-held myths employee's claim employer's exposure, in the aggregate, to all claims below
These are The nsks to the employer can further be reduced or the specific coverage elected

eliminated by the purchase of an aggregate stop-loss
• Myth: If you don't have 1,000 or more employees, policy, so that the exposure on the self-funded portion of • Myth: Self-funding only works when you have good

self-funding will not work the plan is capped at a level acceptable to the employer claims experience
Reality: It has been traditional to believe that if an Thus, we can see that with proper knowledge of exposure Reality: Claims experience should be examined over a

employer does not have 1,000 employees or more, beforehand, some form of partial self-funding can be period of years rather than one year at a time If an
self-funding of any type will not work This view made available to groups with far fewer than 1,000 Continued on page 36
probably dates back to the days when group insurance employees
premiums were very low-for example, $20 per employee Another advantage of this approach is that a Edward F ZutleT is vp of ADP Benefit Services in Pleasant

Hin, Catifper month-and products such as stop-loss insurance had high-deductible major medical plan combined with a
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Small employers can self-fund group health
Continued from page 35 employer has a self-funded liability no greater than $5,000 stop-loss level before the end of the policy year, the
employer has had continually unfavorable claims per covered person. Therefore, a $100,000 claim by an amount of claims exceeding the aggregate and paid by the
experience, there will be no advantage to a self-funded employee would result in a maximum liability to the employer would be reimbursed by the insurer before the
plan In fact, the cost to the employer would tend to equal employer of $5,000. The larger the group, the larger the end of the plan year Most insurers require an audit of all
the cost for a fully insured plan self-funding level the empoyer can assume. Proper plan claims at the end of the plan year, thus further delaying

However, most companies do not have "bad" claims design eliminates the "catastrophic" loss problem. promptness of reimbursement
experience year in and year out. There may be a number • Myth· If you leave a self-funded plan, finding a new For a smaller employer, this delay in reimbursment
of good claims years, a number of average claims years insurer is a problem. could be very serious. Therefore, a monthly as well as an
and a fewer number of bad claims years If such Reality Plans are now available that can dramatically annual stop-loss should be considered in any aggregate
experience is averaged out, in many cases, the self-funded minimize this problem. For example, there are plans that policy purchased by employers in this size category
or partially-insured plan offers benefits to the employer provide both self-funded and insured coverage for The next problem caused by the annual reimbursement
rhis is true because in good claims years, a portion of the extension of benefits for eligible totally disabled provision in most stop-loss policies is claims bunching-a
'profits" that would go to the insurer accrue to the employees or dependents. This type of coverage allows a large number of small to medium-sized claims occurring
ernployer new insurer to take over a group that has left a in a short time span Although an employer has an annual

As the number of employees increases, the more-fully partially-insured or self-insured plan because the insurer aggregate attachment point, which limits the total
insured plans begin to resemble self-funded plans, since would not be responsible for totally disabled employees self-funded liability, large amounts of paid claims
most insurers will offer some type of minimum premium, This places the partially-insured or self-funded plan in the incurred early in the plan year may mean additional cash
retrospective rating, premium delay or other device so same position, from the viewpoint of a new insurer, as if outlays by the employer over and above the amount
that in years with good claims experience, the employer they had been fully insured at the time of plan budgeted for the year For example, a $120,000 annual
reaps some rewards. termination. aggregate attachment point implies $10,000 of paid claims

This is one aspect of the trend toward unbundling the per month Since claims generally are not incurred evenly
services the insurer provides. Employers can now look at throughout the year it is possible, as an example, for
risk assumption as a separate factor from the The same criteria that are applied $50,000 in paid claims to be incurred in a two-month
administrative services provided by an insurer. in analyzing a traditional insurance period. The employer is responsible for funding claims in
Third-party administrators now may be able to provide

proposal submitted by an insurer excess of the budgeted amount Once again, an aggregate
the same quality of administrative services traditionally policy with a monthly stop-loss can eliminate this

should be applied in analyzingprovided by insurers, but on a more cost-effective basis problem
• Myth: It is unfair to compare self-funded programto a self-funding proposal submitted The final insurance pollcy design item of importance is

fully insured programs because of the claims run-off by a TPA and/or insurer. claims run-off protection. Upon termination, most
factor partially-insured or self-funded programs leave the

Reality: Unless claims run-off liabllity is included, it is employer with a claims run-off liability Most aggregate
unfair to compare a self-funded or partially-insured plan stop-loss policies are written on an incurred basis, thus
to a fully-insured plan because fully insured plans are • Myth: Most self-funded plans are sold by small, leaving the employer with an unknown claims liability
priced on an incurred basis and self-funded plans in the financially unsound third-party administrators and/or for incurred but unpaid claims. If an employer has been
first year are priced on a paid and incurred basis insurers. experiencing bad claims or has the possibility of several

• Myth: Partially-insured and self-funded plans do not Reality: Many well-known insurers offer these plans large outstanding claims, this can be of significant
provide for claims run-off but have not publicized them much because insurers concern. However, there are now aggregate stop-loss

Reality: Remember, the claims run-off "problem" only generally like holding reserves and are hesitant to allow policies that offer a claims run-off (post-termination)
becomes a problem if the plan is terminated If the plan is employers to gain the investment income. provision that converts the plan to a fully-insured plan at
continued, there is no claims run-off problem in the In addition, there are a number of reputable third-party the time of termination and allows the employer to know
self-funded or partially-insured plan, since claims administrators now administering these types of its financial obligation at the time of termination.
incurred in the first year but not paid until the end of that coverages The employer or broker seeking a Aggregate policies with both a monthly and an annual
plan year are covered by the plan during the next year partially-insured or self-funded plan should do the proper stop-loss are now available for groups with as few as 25

Coverage is now available for claims run-off protection research to determine the appropriate insurer or employees Employers and brokers need to be aware of
for self-funded plans if the plan is terminated If this third-party administrator available coverages so they can design benefit plans that
coverage is properly designed, the claims run-off problem The same criteria applied in analyzing a traditional minimize the traditional drawbacks of partially-insured
can be eliminated The cost for this protection can be insurance proposal submitted by an insurer should be or self-funded plans
estimated before a self-funded or partially-insured plan is applied in analyzing a self-funding proposal submitted by • Service requirements Employers and brokers should
adopted by estimating the number of and amount of a third-party administrator and/or insurer evaluate the level of reporting and claims service offered
claims expected to remain unpaid at the end of the plan While the myths discussed above were true in the past, by insurers and/or third-party administrators in support
year In addition, there are plans that offer extension of new products have been developed that make of their self-funded plans, based upon a careful review of
benefits coverage for disabled employees for both the self-funding an attractive, safe and financially rewarding the systems and personnel qualifications of those
msured and the self-funded portions of the program to option companies. Self-funded plan administration needs more
provide further protection to the employer if the plan is There are three general areas to be considered in management reports than administration of fully-insured
terminated. selecting a self-funded and/or partially insured plan. plans, and this requirement must be carefully reviewed

• Myth: Self-funding is only good in the first year, They are insurance contract provisions, service • Insurer or third-party administrator Decisions must
because it is based on nine months experience Therefore, requirements and selection of an insurer and/or be made by the employer and broker when selecting a
the only true savings is the interest on the reserve held by third-party administrator partially-insured or self-funded plan on which insurance
the insurer • Insurance contract provisions. Since this article is product to use, which insurer to select for service and

Reality: If this were the only advantage of a devoted primarily to companies in the 25-500 employee whether a third-party administrator should be used for
self-funded plan, it would still make the plan worthwhile bracket, it will be confined to insurance contract issues administration The same set of criteria that normally
The employer can hold the reserve, which normally affecting these groups would be applied to the service capacities of an insurer
would be held by an insurer. This provides cash-flow The maJor areas of concern are reimbursment contracts, should also be applied to those of a third-party
advantages and associated earnings from interest claims bunching, annual aggregate stop-loss coverages and administrator The decision as to which insurer should

Most aggregate stop-loss coverages are based on nine claims run-off offer the stop-loss or high-deductible coverage can be
months experience the first year because these plans are When a high-deductible major medical contract is determined based on an evaluation of the benefit design
usually established on an incurred and selected, that portion of the contract that is insured-the criteria desribed above and must tnclude an evaluation of

paid-within-the-plan-year basis as opposed to an portion above the employee deductible-is structured as a the safeguards offered by the insurer to allow the smaller
incurred-within-the-plan-year basis used by fully-insured "typical" insurance company contract, and claims are paid employer to safely assume some level of self-funding in a
plans In the first year, there is typically only nine months on an indemnity basis This differs from specific stop-loss group health benefits program as well as a review of the
of "true" experience, since claims incurred before but paid coverage, under which claims in excess of the stop-loss cash-flow requirements of the employer
after the inception of the plan are the responsibility of the hmit must be paid in full during the plan year by the Of course, the more guarantees and the more insurance
prior insurer employer before the claims are eligible for reimbursement benefits that are provided in the contract, the larger the

However, in addition to the advantage of holding the by the insurer This drawback to specific stop-loss premium or the fixed expense will be for the employer
reserve, if claims experience is better than anticipated, the coverage can be eliminated by purchasing an aggregate Generally, the greater the number of employees, the
employer will share in these savings Remember, stop-loss policy with monthly as well as annual limits, so higher the self-funding level and the lower the plan fixed
self-funded plans, especially for smaller groups, are based that claims exceeding the monthly aggregate limit will be cost.
on the premise that a potential savings exists if experience paid on an indemnity basis. Thus, the employer can In summary, the traditional view that some form of
is better than expected, savings are ndt guaranteed budget for monthly claims payments based on the self-funding is not viable for the small employer needs to

• Myth. If you have only small claims, self-funding is monthly aggregate stop-loss limit. This feature is designed be re-evaluated Proper plan design can minimize or
great One large claim, however, can destroy you. to protect a small employer's cash flow from adverse eliminate risks of partially-insured and self-funded plans

Reality· The appropriate high-deductible major claims fluctuations This, combined with the appropriate claims and
medical limit or specific stop-loss insurance eliminates this The typical aggregate stop-loss policy provides for an administration capabilities of an insurer or third-party
problem High-deductible major medical plans with annual stop-loss for self-funded claims paid by the administrator, dramatically enhances the viability of such
_1_ 3 _I Ll __ _ IL _ ' ARA 14/ AIA _ .'_ -L



Professor Irwin Corey
About the Future of the Insurance Market
Many people have been making statements and predictions about the
insurance industry. To clarify matters, we sent a reporter to interview
Professor Irwin Corey, the World's Foremost Authority.

Q. Professor, we have been in the longest, most severe
1 down cycle in insurance history. Can you pinpoint
d the cause?

A. Certainly. The influence of television.
Q. Could you explain that?

A. It should be elucidatingly obvious. You don't need to
be a supernumerary in the industry to see there
would have been underwriting losses even if
everyone were sane. But a lot of insurance com-
panies became befuddled by the tube. They ran
around acting as if they were contestants on "Let's
Make a Deal."

Q. Some industry leaders have been speaking about a
"return to underwriting integrity." Is this possible?
A. These interminably astute speakers are ineffably the

experts in this area. Because some of the ones
speaking the loudest are the ones who were the first
to leave integrity in the dust. Some wandered off
pretty far. But if they left a trail of breadcrumbs,
maybe they can find their way back.

Q. Did everybody follow that trend?
A. No. There were-some companies-Midland was

one-who continued to fulfill their function as

specialists. Who continued to serve the market with
unmitigated expertise even in the face of cutthroat
competition from companies who didn't know their
rates from their elbow. These specialists were
rewarded.

Q. How?

A. The way integrity usually is. Quintessentially speak-
ing, they took their lumps. But as the market gets
tighter, a lot of long lost "friends" will phan-
tasmagorically remember Midland's phone number
again.

Q. But won't competition be just as tough?
A. Querulously enough, many of the soft market

"dealers" really don't know how to be underwriters
in a tight market. They only learned how to turn
capacity on or turn it off. So some of their former
customers are going to be antepenultimately
scrambling for help.

Q. How can you be certain the market will get tighter?
A. Even the most caustic perusal of the Futility Index

should make that instamatically evident.
Q. I never heard of the Futility Index. What is it?

A. When Midland came out with Futility 11,® the special
25th Anniversary edition of the classic "game of
buying and selling insurance" a few months ago, the
price was, to my mind as it were, cheap. But now
Midland is thinking of raising the price. This is a cer-
tain ergonomic indicator that capacity is shrinking.

f

Don't be left out in the cold. The Futility 11,® market is getting
tighter Order your copy now before the upcoming rate increase.
For each one you want, send a check for $5.95 to:

Midland Insurance Company
160 Water Street

New York, NY 10038

ATTN: Game Warden
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Many small businesses ignore D&0 risk
By STEVE TARAVELLA

LOS ANGELES-Many small-
to-medium-sized businesses are un-

wisely operating without directors
and officers liability insurance, un-
derwriters and brokers say.

More than 50% of businesses in
the U.S. with between 100 and 500

employees currently do not carry
D&0 insurance, estimates Harold
R. Talbot, Jr., chairman and chief
executive officer of Jardine Insur-

ance Brokers Inc. in San Francisco.

The biggest reason smaller busi-
nesses don't carry D&0 insurance
appears to be that they simply see
no need for it, according to a soon-
to-be-released study on D&0 insur-
ance by The Wyatt Co. in Chicago.

Fifty-eight percent of the sur-
vey's respondents without D&0
coverage say they see no need for
Et, reports Wyatt's vp-risk manage-
ment practice, Warren G. Brock-
meier, who spearheads the biennial
study. Most of these companies
have assets of $50 million or less,
Mr. Brockmeier estimates.

But underwriters stress that

directors and officers at small busi-

nesses, those with assets of $25 mil-
lion or less, face many of the same
D&0 exposures as those at large
corporations, including suits by em-
ployees, stockholders, regulators,
customers or clients filed against
their directors and officers.

And these businesses have even

greater exposures to certain D&0
claims than Fortune 500 com-

panies, including claims arising
from initial public offerings; merg-
ers, acquisitions or takeover at-
tempts; municipal contracts; and
disputes among their own directors
and officers.

The directors and officers of

:ompanies that don't buy D&0 in-
surance would be held personally
liable for the cost of defending suits
against them and any damages as-
sessed, unless the company has
agreed to reimburse them for their
costs. If the company has agreed to
reimburse its directors and officers

for litigation costs and awards but
doesn't buy insurance, its assets are
at risk.

Small banks appear to have rec-
ognized this risk.

Banks generally represent "a far
higher percentage" of businesses
buying D&0 insurance than "you'd
find in the general business en-
vironment," says John B. Foley, se-
nior manager for specialty lines
marketing at CNA Financial Corp.
in Chicago, whose book of D&0
business is primarily financial in-
stitutions.

More than 20% of CNA's D&O in-

surance business is composed of
what Mr. Foley would call small
risks, those banks with assets of

$100 million or less.
Fewer banks, including small

ones, fail to buy D&0 coverage be-
cause recent and substantial in-

creases in civil and criminal suits

against them have made them ac-
cutely aware of their exposures,
Mr. Foley explains.

"Directors and officers at finan-

cial institutions tend to be held to a

higher standard of responsibility
than their counterparts in the cor-
porate community," he observes.

Mr. Brockmeier of Wyatt stresses
that while directors and officers of

smaller businesses aren't sued as
often as directors and officers of

large corporations, the claims they
are hit with may be just as large
and so potentially more damaging.

According to Wyatt's survey, 42%
of corporations with $5 billion or
more in assets experienced a D&0
elaim within the past nine years.
Among corporations with $25 mil-
lion in assets, only 6% to 7% re-
eeived a D&0 claim.

But, of those companies with

slapped with D&0 claims that ex-
ceeded $5 million.

One reason many companies may
see no need for D&0 is because

they believe they are "doing noth-
ing wrong," operat-

1 ing fairly and hon-
1 estly, and therefore
4 would never need
1 protection for

6,*- ] claims against their

F . directors or officers, observes Deborah
Gallo DiMarco,

manager of financial services at
Royal Insurance Co. in New York.
But Ms. DiMarco says this approach
is naive.

"The idea is that it's an allega-
tion, whether they did it or not,"
she points out, explaining that the
chief intent of D&0 insurance is to

Banks generally represent'a far higher
percentage' of businesses buying D&0 insurance

than 'you'd find in the general business
environment,' says John B. Foley, senior

manager for specialty lines marketing at CNA.

reimburse the director or officer

for defense costs, which she terms
"astronomical."

Legal fees incurred defending a
D&0 claim "can significantly hin-
der the corporation and devastate
an individual," she warns small

companies.
As one underwriter puts it:

"Directors and officers have a ten-

dency to want the best lawyers

66Look, George,
I'm doing just fine

in the Large Case
Medical market.

Whyshould I call
Provident Mutual?"

they know, and the best lawyers
they know are generally the most
expensive lawyers in town. A
smaller company can ill-afford to
mount those expenses."

Royal has been writing D&0
coverage for about a year, and busi-
nesses with assets of $25 million
and less are in its target range.
These risks, both non-profit and
for-profit businesses, comprise

.,1

gili.,i £*ift;
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about 70% of Royal's D&O insur-
ance business, and generate an an-
nual premium volume of about
$800,000, Ms. DiMarco estimates.

The minimum deductibles for

Royal's D&0 policyholders are:
$1,000 per individual; $1,500 maxi-
mum aggregate deductible if a
group of directors or officers is
named; and $2,500-paid by the
company-if the act that triggered
the claim is indemnifiable. How-

ever, these are all subject to indi-
vidual review, Ms. DiMarco says.

Although the company can write
up to $10 million in D&O limits,
about 50% of policyholders in the
$25 million-and-below asset cate-
gory carry limits of only $1 million,
she says. About 14% carry limits of
$5 million.

Continued on facing page

Provident Mutual Group Sales and Pension Offices
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ElL cover may be hard to find for small firms
By ROBERT A. FINLAYSON

LOS ANGELES-Small busi-

nesses with tig pollution liability
risks will find it difficult, and ex-

pensive, to buy environmental im-
pairment liabi-ity insurance.

While apparently few in num-
ber, these small businesses are fae-
ing a federally imposed Jan. 16

deadline for pirchasing EIL insur-
ance.

The much larger number of
small businesses whose pollution
risks are smalI by comparison will
find EIL insurance less expensive
and more available. Their problem:
They do not realize that they have
a pollution exEosure or that insur-
ance is available to cover suckl

risks.

A pollution risk tha: is small by

industry siandards cculd be devas-

tating to a small business.
These are the observations of

EIL exper:s, including brokers and
insu rers.

Overall, EIL .n-
--- - surance prices :re

rising and the avail-

- 1gelybseause oa: ability of the insur-

! lack ct reinsurance

suppor- (BI, July 9).
Anycompany

with a large polluticn exposure,
auch as ccmpanies inolved in the
landfilling of hazardous wastes, 2an
expert that EIL insurance will be
hard to fir d and expensive, accord-
ing to the experts.

Premiums for EIL ccverage have
shct _p a whopping 25% to 50%, a.-

.7.. 1

cording to brokers and un-
derwriters. And, minimum premi-
ums charged by some insurers are
as high as $7,500, they say.

Those businesses with less than

$5 million in annual revenues that

:reat, store or dispose of hazardous
·wastes in contact with the ground,
such as a landfill or surface im-

Lcundment, will be confronted
with this marketplace.

These companies must show fi-
nancial responsibility to cover
th. rd-party damage claims, either
by purchasing EIL insurance or
cualifying as a self-:nsurer by Jan.
16. They must file a certificate with
the federal Environmental Protec-

tion Agency showing that they
ha·.re insurance or can pass the self-
insurance test.

The financial responsibility re-

1$*A

quirement for these small busi-
nesses is the third and final one is-

sued under under the Resource Re-

covery and Conservation Act.
EPA officials doubt that any of

these firms could qualify for self-
insurance. They estimate that only
firms with at least $36 million in

net worth would qualify to self in-
sure.

Despite the impending deadline,
EIL underwriters report that they
have not seen an influx of firms

seeking coverage to meet the EPA
requirement.

"My guess is that there aren't
many firms out there that do less
than $5 million a year's worth of
business and have a hazardous

waste land disposal facility," says

George Garland, an EPA official
who helped develop the financia:

responsibility regulations.
The cost of complying with other

regulatory requirements associated
with hazardous-waste disposal.
rather than the insurance require-
ments, are likely to make it diffi-
cult for a small company to stay in
the hazardous-waste business, he

explains.
For those small businesses with

large pollution risks, underwriters
will certainly ask for a risk assess-
ment as a condition of writing cov-
erage. Such a risk assessment,

which is usually done by an inde-
pendent consultant, typically costs
a minimum of $5,000, EIL risk con-
sultants say. But, often this cost is
absorbed by the underwriter, they
explain.

After the Jan. 16 deadline, EPA

enforcement officials will begin
checking their files to see if all
those companies that are required
to meet the financial responsibility
requirements have submitted a cer-
tificate of insurance.

While an official enforcemenl

strategy has not yet been worked
out for these companies, enforce-
ment staffers at EPA say they will
take into consideration a firm's ef-

forts to obtain the EIL coverage
and probably will allow some lee-
way beyond the Jan. 16 deadline
That deadline will not, however, be

extended, nor will the requiremenl
be waived, they say.

Insurers are willing to write EIL
insurance for small companies with
smaller pollution risks, such as
companies that store small amounts
of chemical waste.

Several EIL markets have said

they are specifically looking tc
serve small-business risks, includ-

ing Swett & Crawford Manage-
ment Co. Ltd. in Los Angeles, a
subsidiary of the St. Paul Cos.; The
Home Insurance Co. in New York

broker Stewart Smith Inc. in Neu

York; and the Pollution Liability
Insurance Assn. in Chicago, a poo]
of 49 companies offering coverage
on the Insurance Services Office

form.

Evanston, Ill., based under-
writing manager Shand, Morahan
& Co. and member companies oj
American International Group alsc
will write EIL insurance for small

as well as large businesses.
These markets have targeted

smaller businesses because theiI

pollution exposures are smaller anc
because they have more control
over their operations than do largeI
companies.

"The president of a small firm is
out there every day; he knows
what they do with their wastes,"
says Dave Dybdahl, who handles
EIL coverage for broker Corroon &
Black Corp. from the broker's Mil·
waukee office.

Lynne Miller, president of Risli
Science International in Washing-
ton, which assesses EIL risks for in-
surers, says an underwriter car
better analyze the risk of a smallei
firm.

"If you have a company with 5(
sites, you might do (a risk assess-
ment on) five or six of the sites, bui

if you have a company with three
you might do two, or even all three
depending on the exposure."

In fact, EIL market observers saj
there is competition for the smallei
accounts among EIL underwriters.

"I think the smaller companies
have more of a choice of markets,'

says Ms. Miller.
However, Ms. Miller points oul

that while companies may be able
to get the coverage they may not be
able to handle the premium or :
large deductible that's required.

Several EIL markets, includinE
PLIA and Swett & Crawford, saj
they have no minimum premiums.

"If you're a small business anc
you don't have a heavy environ-

Continued on page 4:



Iheco panywith
the stag is waiting to
helpyouearnaprofit
onsmallcommercial
accounts.

What areyou
waitingfor?

Turn losses into profits with
the Select Customer Program

If you're like more than 90% of all agencies,
you're actually losing money on small com-
mercial accounts without even knowing it.

Now you can cut your costs and build your
profits with The Hartford's Select Customer·
Program, a total approach to the small com-
mercial market that includes unmatched

automation capability, a flexible new direct
billing system, responsive products, and
powerful promotional support.

Cut your costs with the
Total Account Billing System

TABS is our optional, all-lines billing system
that pays full commissions up front and lets
you transfer the time and expense of billing,
collection and renewal from your agency to
The Hartford.

With TABS, you can:
· offer your clients a choice of five pay-

ment plans, with no interest charges
• assure that clients' bills will always be

up-to-date with their current policies
• improve account retention by con-

solidating payments on different
Hartford policies into one convenient
payment plan

Get the products and
sales support you need

You can generate new sales and commis-
sions with Spectrum, our easy-to-use and
easy-to-rate package policy for small risks.
And you can open up profitable new markets
with Special Multi Flex, our all-coverage
policy form for larger risks and those that
don't fit the Spectrum mold. What's more,
we'll be preselling your prospects through a
multimillion-dollar advertising campaign on
prime-time TV, radio, and in leading busi-
ness publications.

Put the Select Customer Program
to work for your agency

The Hartford is known for its commitment

to medium and large commercial risks.
The Select Customer Program demonstrates
that we have the same long term commit-
ment to smallcommercial risks. We intend to

be the market for those risks-a dependable
source of placement and pricing stability,

and of agency profits. Don't miss out. Call
your Hartford regional office today. Or
write David Klein, Senior Vice President,
The Hartford, Hartford CT 06115.
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THE HARTFORD
The Insurance People of ITT

The Hartford Insurance Group. Hartford. Connecticut 06115.
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Smaller firms may find
ElL cover scarce, costly
Continued from page 40
mental exposure, you're in pretty
good shape, with the exception of
mimimum premiums in some mar-
kets that may put the product out
of the financial reach of some of

these businesses," Mr. Dybdahl
says.

While the risks presented by
many small businesses may be less,
the premium must be high enough
to justify the costs to the insurer of
writing a policy for a single site.
The insurer has to. cover its ex-

penses, Mr. Dybdahl notes, includ-
ing the cost of risk assessment.

"It's common to see an EIL quote
that's three times (a small busi-
nesses') general liability premium,"
Mr. Dybdahl says.

But Patricia Borowski, vp of gov-
ernment and industry affairs for
the National Assn. of the Profes-

sional Insurance Agents, says that
many small businesses don't really
understand that they have a pollu-
tion exposure.

"That's the biggest problem," she
says. "The small business doesn't
understand that it has an exposure
and refuses to accept the fact that it
does. Small business can't afford

that position anymore."
Most EIL experts agree.
"It's difficult to sell a sophisti-

cated risk manager that he needs
this coverage, let alone somebody
totally unsophisticated in these
matters," Mr. Dybdahl says.

Even if a company isn't regu-
lated by the federal Resource Con-
servation and Recovery Act, "it
doesn't mean you don't have an ex-
posure," says Art Baden. senior un-
derwriter for PLIA.

As a quick rule of thumb, Mr.
Baden says a company should have
EIL coverage if it:

• Has any on-site tanks for the
storage of any fuel, chemical, or
waste.

• Has any type of air emissions,
including emissions from a trash
incinerator.

• Discharges any waste into any
body of water.

• Stores chemals or wastes in
drums.

Mr. Baden says most of PLIA's
clients are smaller risks. However,
the insurer members of PLIA will

only write pollution coverage for
clients that have other business

with them. This enables PLIA to

underwrite policies with very
small premiums, he explains.

Most experts agree that small
businesses can't afford to be with-

out pollution coverage.
"Small businesses are least able

to withstand a claim," says Mr.
Dybdahl. He says that one incident
could put a small company out of
business.

In the case of an on-site incident

that spreads off the premises and
causes property or bodily injury
damage to others, "they're in big
trouble," he warns. "The property
and bodily injury damage claims
can quickly exceed the total assets
of a small firm."

If the on-site contamination, or
even off-site contamination, does

not cause property damage or
bodily injury to a third party, EIL
policies will not respond.

Any liability to the small busi-
ness in these cases generally would
be imposed by the government.
"What they do have going for them
is that they're a very small target,"
Mr. Dybdahl notes.

In a government-forced cleanup
of an abandoned waste disposal
site, small businesses "tend to be
overlooked where there are multi-

ple generators." The government
would rather spend its time going
after a major corporation than a
small generator, he notes.

Experts predict that the Insur-

ance Service Offices move to re-

move all pollution coverage from
the standard general liability form
will not make it more difficult for

small businesses to get pollution
coverage (BI, Oct. 29).

"When they take (sudden and ac-
cidental) pollution out of the CGL,
I don't think it's going to make pol-
lution coverage any more difficult
or any easier to get. I think we're
seeing difficulties today," says Ms.
Borowski.

She believes that insurers are al-

ready carefully limiting the EIL
coverage they will provide to those
companies that clearly have identi-
fied their pollution liability risks
and can document successful pollu-
tion control efforts. •

Firms may need EIL cover for storage tanks
LOS ANGELES-Tens of thousands of small busi-

nesses could be required to obtain environmental im-
pairment liability insurance for their underground
storage tanks under a planned federal regulation.

Recent legislation extending the Resource Conser-
vation and Recovery Act requires the Environmen-
tal Protection Agency to develop rules for the use of
underground tanks for storing petroleum products,
including gas, chemicals and hazardous wastes.

The rules will set standards for installation, main-
tenance and monitoring of underground tanks. The
new law also requires the EPA to determine whether
financial responsibility requirements are "necessary
and desirable" to protect those injured by leaking
underground storage tanks.

One option the EPA is now considering'is requir-
ing owners of underground tanks to get EIL insur-
ance, says George Garland, who heads an EPA task
force looking into financial responsibility require-
ments for those with underground storage tanks.

Another option, he says, would be a national fund,
or state funds, to cover pollution from underground

tanks. Tank owners would pay into the fund, which
would respond to third-party liability claims.

If the EPA requires insurance, but commercial in-
surers will not provide it, the agency may ask Con-
gress to establish a national fund. he says.

Or, the EPA may simply require the insurance,
and anybody that can't get it probably would have to
replace their tanks or go out of business, he says.
Insurers, he says, have said coverage probably would
be available for new tanks, but not for older ones,
which they consider more likely to leak.

This "would be one way of using the insurance
industry to speed up tank replacement."

The law excludes from regulation tanks that hold
less than 1,100 gallons·located on residential or farm
property and that are used for non-commercial pur-
poses and tanks that store heating oil for use on the
property where the tank is located.

Regulations for underground tanks storing petro-
leum products must be in place by March 1987. Simi-
lar rules for tanks storing chemicals and hazardous
waste must be in place by September 1988.

Only Equitable
healthysavings for
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program.



OSHA offers free consulting to small firms
By MICHAEL BRADFORD

WASHINGTON-Small busi-

r nesses that don't have the resources

to hire safety and health consul-
tants can get help from a high
source-the government.

The federal Occupational Safety
and Health Administration-

through state agencies-offers a
broad program of free consulting
services to employers with 250 em-
ployees or fewer. If a firm employs
more than 250 workers, a scaled-

down version of the comprehen-.
sive consulting program is avail-
able.

State agencies, including labor
and health departments, and some
university systems administer the
consultation program. They use
safety specialists and industrial hy-

gienists that meet state certification
requirements.

The consulting program is avail-
able in all states except Louisiana,
which does not now offer employ-
ers the program but may even-

tually.
-Z' 7 The comprehen-

- sive program avail-
: able to firms with

fewer than 250

workers includes

an appraisal of me-
chanical and physi-
cal work practices,

an evaluation of environmental

hazards at the site, a review of job
safety and health programs or the
establishment of such programs
and a closing conference with man-
agement to help employers act to
eliminate hazards.

guarantees

OSHA also provides a written re-
port of recommendations for im-
proving health and safety hazards
and a follow-up visit to help the
employer put the changes in prac-
tice.

For companies w th more than
250 workers, the consultations have

a narrower scope, focusing on spe-
cific hazards or problems an em-
ployer brings to OSHA's attention.

OSHA began its consulting pro-
gram nine years ago because of a
growing concern in the small-busi-
ness community that many em-
ployers weren't financially able to
comply with government safety
and health standards, according to
Joseph Collier, director of OSHA's
Office of Consultation Programs in
Washington.

"Many small businesses didn't

feel they were equipped to under-
stand the standards and laws of

compliance," Mr. Collier said. "And
economically, they weren't well-
prepared to get outside help."

Before the 1975 plan was imple-
mented, consulting help was avail-
able in only a few states, where
OSHA departments had developed
individual guidelines. The federal
plan expanded OSHA's consulta-
tion services to any state interested
in implementing the program.

All OSHA consultations are con-

fidential, and the program is com-
pletely separate from,the adminis-
tration's inspection program. The ·
employer's only obligation is to
correct any safety or health haz-
ards uncovered during a consulta-
tion, and no penalties or citations
can be issued during a consultation.
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health care down while keeping the quality of health care up.

No other group health program can make that claim.
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"We respond (for consultation)
only at an employer's request," Mr.
Collier said. "And, the employer
has complete control over the scope
of the visit. He can request consul-
tation for the entire plant, one
small part or just a particular haz-
ard."

Recessionary periods and un-
profitable business cycles haven't
Jaused an increase in the number

of businessmen seeking the free
service, Mr. Collier noted. Still,
some 30,000 visits per year are
being made by about 600 consul-
tants.

To request a consultation,.an em-
ployer can contact his state's OSHA
office. Since some states fall under

OSHA's federal guidelines and
others enforce their own guide-
lines, the types of services offered
may vary somewhat.

Although most consultations
have to be conducted at the work

site, some can be handled at an-

other location. For example, a firm
that is planning to implement a
new production process may be
asked to prepare details of the pro-
cess and have it reviewed at an-
other location.

If an employer requests an on-
site consultation, he will be asked
to outline specifically what is
needed from the consultant, and

whether a comprehensive visit is
desired or just a check of specific
hazards. Before scheduling a visit.
the consultant may research any
special problems an employer
faces.

There are few hazards that go be-
yond OSHA's limits, Mr. Collier
said. "We can usually come up with
the expertise one way or another
But we do only cover hazards that
fall under our jurisdiction."

For example, the consultation
program would not extend to com-
panies that handle radioactive ma-
terials regulated by the Nuclear
Regulatory Commission, and min-

Continued on next page
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SieDilemma
ofthe

Deadly Door
The lawsuit against an auto manufac-

turer seemed a foregone conclusion. The
car had been broadsided from the right, its
left front door flew open, and a serious
injury resulted.

Obviously, the door latch was
defective and the auto manufacturer was
responsible. Or were they?

Countrywide investigators discovered
that the glass from the left front door was
slightly different from all the other glass.
Persistent digging uncovered the fact that,
three owners before, the car had been
broadsided and the left front door completely
rebuilt. The manufacturer was absolved.

Investigations are only the beginning
of our services to major self-insured
manufacturers in America and abroad. We
also recommend defense attorneys and
expert witnesses to assist your counsel and
support your case. Computerized claim
statistical data is also provided.

Unlike insurance investigators, we're
not settlement oriented. Our concern is to
help you defend the integrity
of your product.

Please write down our
phone number. We'll help 
you solve your dilemmas -  
even when the solutions
are not so transparent.

Countrywide
Services

Corporation
Specializing in product

liability claims management
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306

c.-45,05*# .-n.#

OSHA plan
Con:inued from previous page
ing safety is also outside OSHA's
boundaries, he said.

When a consultant arrives at the
work place, an opening conference
with the employer outlines the
consultation procedure During the
conference, the consultant explains
the employer's obligation to protect
workers and emphasizes that em-
ployee participation is encouraged
dur.ng the consultation process.

The next step is a walk-through
of the plant or the areas for which
an e mp-.oyer has requested assis-
tance.

In a complete review of an oper-
atiom, a consultant will check me-
chanical and physical hazards not
only in the work process, but also
in the s:ructural condition of the
building. Floors and stairways are
inspected, and exits and fire pro-
tection equipment are examined.

The consultant makes sure there
is acequate space in aisles and be-
tween machines and checks storage
conditions. Machinery is examined
to make sure electrical hazards and
safely guards are adequate.

And, the consultant considers
several other conditions in the
work place. He may check:

• Controls used to limit worker
expcsure to environmental hazards
such as toxic substances and corro-
sives.

• Personal protective equip-
ment, making sure that enough
equipment is available and it is

adequate to safeguard the worker.
• Problems workers encounter

from exposure to noise, vibration,
extreme temperatures or unusual
lighting.

• Work practices that include
use, care and maintenance of tools.

• Housekeeping in work areas.
In addition, the consultant will

review ongoing safety and health
programs the firm has developed.
If there is no program in force, the
OSHA representative will offer ad-
vice and technical assistance in es-
tablishing one.

If a condition that is considered
an "imminent danger" is discov-
ered during the walk-through, the
employer must take immediate ac-
tion to make the area safe. The
consultant will work with the com-
pany's management to correct any
serious hazards and can recom-
mend sources for technical help
outside the areas of his expertise.

After the walk-through, the con-
sultant and employer meet in a
closing conference to discuss areas
that need improvement. Solutions
to problems and schedules for elim-
inating or controlling serious haz-
ards are outlined.

The length of a consultant's visit
"depends on the size of the estab-
lishment and what kind of services
the employer requests," Mr. Collier
said. If a company's operations are
small or an employer only has a
few specific concerns, the consulta-
tion may last only a few hours, he
said, while a consultation in a large
operation might continue for sev-
eral days.

He explained that a written re-
port is sent within one to two
weeks after the closing conference,
with a record of all the consultant's
findings and a listing of agreed-on
dates for correcting hazards.

Last summer, the administration
began a program to exempt some
small businesses from routine
OSHA inspections.

The one-year exemption is avail-
able to employers with under 150
employees that meet certain cri-
teria. The employer must first com-
plete a comprehensive consulta-
tion, correct all identified hazards
and begin a safety and health pro-
gram for workers.

Mr. Collier said the exemption
program was successfully piloted in
seven states before being imple-
mented in August. Part of its fune-
tion is to permit OSHA to redirect
its limited inspection resources
from workplaces that have already
undergone comprehensive checks.

OSHA also has begun a program
that provides on-site safety training
and education for workers and em-
ployers. For example, Mr. Collier
said, an employer whose workers
are exposed to a toxic substance
might request a training program
on new equipment to deal with the
hazard. Electrical safety programs
would also be offered, he added.

Since services vary in different
states, he said, the exemption and
training provisions might not be
available in every area. States that
develop their own guidelines are
allowed to add similar provisions to
their programs. m
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Price and coverage are usually the consideration when
buying a Kidnap/Ransom policy. However, in the event of an
extortion or kidnap, service becomes the most important
factor.

If your policy forces you to rely upon your local law
enforcement agency, yow should consider this carefully: law
enforcement is often unbble to adequately respond to all the
sensitive complications of Kidnap/Extortion. Call them and
ask about the services they render; you may discover they
can only explain the options open to you. At no time will they
advise you on what course of action to take.

Extortionists and kidnappers are basically mentally
unstable. An inexperienced response to such mentalities can
lead to complications that create a life-threatening situation.

FACTS

According to the FBI statistics, in 1981 there were over
200 domestic kidnappings. This record may be incomplete
because all kidnapping acts are not a violation of Federal law.
There were in excess of 4,700 extortion attempts in the U.S.
and over 235 violations of the Hobbs Act.

SERVICE IS PRIMARY

When that critical phone call comes, it must be handled
by experts who have experience in dealing with extortionists
and kidnappers. Most underwriters of K/R policies do not
have the resources to supply you with this specialized
domestic assistance. This renders their "broad coverage
policy" inadequate when you need this specialized service.

Question your insurer and broker now, as to the qualifications
of their negotiaters and ask for details regarding their
domestic response capabilities. The answer you get may be
very enlightening.

PIA does not deal directly with insureds. For further information,
please have your broker contact Albert Van Wagenen, V.P., at PIA
for our complete kit with detailed information regarding
Kidnap/Ransom/Extortion insurance.

THE PIA ADVANTAGE

PIA Kidnap/Ransom/Extortion Insurance offers the
services of Paul Chamberlain International, a highly trained
staff of primarily, former Special Agents of the FBI, with
expertise in handling kidnapping, extortion and other terrorist
matters, virtually anywhere in the wor/d. The PIA K/R policy
offers this professional capability in high-pressure crisis situ-
ations, so that you, your family, your employees, colleagues
and their families can be spared the anguish and possible
physical and mental damage that could otherwise result.

There simply is no indemnification high enough to
cover such losses. Price and broad coverage are of no
consequence without a specialized negotiating service. Only
PIA Kidnap/Ransom/Extortion insurance can adequately
protect you from the rapidly rising wave of Kidnap/Extortion
incidents. \

Regardless of whether you consider price, coverage
or service as the single most important factor in determining
where you purchase your Kidnap/Ransom/Extortion
coverage, PIA is ranked Number 1 in a// categories by those

who understand the various values of a Kidnap/Ransom/
Extortion policy.

Re-read your policy. Then call your agent or broker
and have him contact PIA.

The Brolcer's Srolcer.

Professional Indemnity Agency, Inc.
409 Manville Road
P.O. Box 130

Pleasantville, N.Y. 10570
(914) 747-1818
Telex: 646929 TWX: 710-572-2197
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Small firm should demand

good service from broker
By STEVE SHERWOOD

. I

A small employer, with its equally
small insurance premium, cannot
expect to get the type of service
from its broker that a major cor-
poration commands.

Nor is it usually able to seek out
some of the non-insurance options
available to the mapr corporation,
like self-insurance or captives, in-

--- dustry sources say.
 But, a small em-

-/1 - ployer-which is
unlikely to have a
full-time risk man-

ager and probably
depends on its bro-
ker for insurance

judgment-does
have a claim on this broker for cer-

tain essential services, sources say,
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Many agree that, idealistically,
these services should not vary with
premium size.

The services a small business

should expect from a broker in-
clude:

• A complete review of liabili-
ties and risks (a risk assessment).

• Help in determining whether
these liabilities and risks are best

handled through insurance or some
other risk transfer method.

• A market survey to select
from among the different proposals
the one that best meets the client's

risk transfer needs, with the best

conditions and pricing.
• Contract implementation,

claims assistance and help in ful-
filling requirements that must be
met during the policy term.

• Making sure the insurer ful-
fills its obligations under the policy,
including engineering, policy is-
suance, claims handling and
prompt notice of any changes being
contemplated at renewal.

"Service should not vary with
premium size," says James Dona-
hue, a principal of broker Shelton
& Bowles Inc. of Dallas, which

places coverages for a wide range
of clients, large and small.

"A realistic dilemma is that

sometimes the broker is expending
more, in terms of a percentage of
income, on servicing a small client,
so his margin of profit is lower,"
Mr. Donahue says. "But, the point
remains that once you take an ac-
count, income considerations have

to be almost secondary,"
If, over time, the broker finds he

is losing money on the account, he
should discuss handling the ac-
count on a fee basis or, perhaps, he
should resign from the account, Mr.
Donahue says.

"But there is still no way you can
escape the responsibility of servic-
ing your clients."

Warren Brockmeier, vp-risk
management practice with The
Wyatt Co. of Chicago, says, "Too
often, after a loss, the broker feels

his only function is to see that an
accident report is transmitted from
insured to insurer. We think he has

a function larger than just acting as
a delivery boy."

The broker should go to the
scene of a loss and counsel his eli-

ent, outlining procedures like how
to handle lost property and put in
claims, and the broker should act as

an adviser during the adjustment
period, Mr. Brockmeier says.

"This is particularly important
for accounts without internal risk

management," he says.
Whether a small employer is get-

ting these services may depend on
the size of the broker, Mr. Brock-

meier says. Often a small business
will be better served by a local or
regional broker than by an alpha-
bet house.

National brokers are gearing up
to use automation to handle small

accounts in a more cost-effective

way, says David S. Schmidt, direc-
tor of cooperative and association
accounts for Nationwide Insurance

Co. in Columbus, Ohio, which

writes direct coverage for small-
and medium-sized clients through
its agent-broker network.

But, he says, "As a general rule,
if you are a small policyholder with
a $50,000 premium, you might want
to go to a local agent or b-oker,
since $50,000 will be big business to
them but might be minor to a na-
tional brokerage."

Small businesses are in an espe-
cially difficult position because,
with non-insurance options like
self-funded retentions out of reach

because of low cash-flow, they
must rely heavily on insurance, Mr.

Continued on page 48



At Fireman's Fund, we've
set up a toll-free Producer's Hot
Line staffed by trained specialists
with just one job to do:

To listen to problems our
agents and brokers have. And see
that they're solved, even if it
means taking them straight to
our President.

Of course, most problems
can be solved quickly by getting
in touch with your Fireman's
Fund branch office. But in
unusual cases where that doesn't

work, call our Hot Line.
You can call if your clients

aren't getting their policies soon

enough. Or if their policies aren't
accurate.

You can call if we're not

quoting rates as fast as you need
them, or settling claims quickly
enough, or even getting your
commission checks out on time.

In fact, you can call with any
problem that can't be solved at
branch level.

And be sure we'll do some-

thing about it.
Ws all part of Fireman's Fund's

program to become the leader in
the insurance industry. We've
already spent millions of dollars
on improvements to help us reach

that goal, and we plan to spend a
lot more. We've installed new

computer systems, decentralized
our management structure, devel-
oped new products, and retrained
our staff to do what they do better.

We think that means Fireman's

Fund is providing higher quality
service than it ever has before.

But until you tell us what
we're doing wrong and what we're
doing right,we A4

won't be sure. /.01
FIREMAN'S FUND

An American Express Company

1-800-345-4003
9:00am to 5:00pm

We w¢Intto hear from you.
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Firms should demand service from brokers
Continued from page 46
Dorahue of Shelton & Bowles says.
But, insurance is costing more.

' He needs insurance, but costs

are escalating rapidly; while he
needs more and more coverage for
the dollar, he is getting less and
less. So, the broker becomes more

important in searching the market
and coming up with the right cov-
erage," he says.

"If a small business is really
strapped, there are not a 10: of op-
tions," says William Fraley. insur-

'While (the small employer) needs more and more
coverage for the dollar. he is getting less and

less. So, the broker becomes more important in
searching the market and coming up with the

right coverage,' Mr. Donahue says.

ance manager for the Methodist grams. Associations offer some op-
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most are tied to the commercial in-

sirance market."

With five hospials and 3,000 em-
ployees, the Methodist Hospitals
has some bargaining power. But
Mr. Fraley says that, in choosing a
bioker, he looks for many of the
qualities smaller employers also
h:ve a right to expect.

"I look for the capability to do a
ccmplete rnarketing of my busi-
ness," he says. "I look for someone
who can come in and analyze my
risks. I don't just want a renewal of

my old policies."
He says to be sure the broker can

analyze the rating of a policy.
"Some brokers are not doing thal

anymore. You can get some large
number mistakes that can kill you
if you're not properly rated anc
classified. A small business is at the

mercy of its broker in this and has

to have someone checking on it."
Mr. Fraley says he also looks tc

the broker for some of the loss pre-
vention services and wants the bro-

ker to have a person experienced ir
claims handling.

O.C. Erickson, controller of thE

Mayo Foundation of Rochester
Minn., remembers when the foun·
dation, which operates the Maye
Clinic, was small enough that it.
options were limited to deductible
and retrospective rating plans for
such coverages as workers compen
sation. He has since watched the

foundation grow from 2,000 tc
14,000 employees and its insurancE
program grow in sophistication.

"As we've grown, we've moved
toward the big letter brokers
(Johnson & Higgins handles Mayo's
property and casualty coverages
and moved rapidly from deductible
plans into self-insured risk fund-
ing," Mr. Erickson says. "In grow-
ing, you tend to become almost :

primary insurance carrier, leaninE
more heavily on the reinsurancE
market for coverage."

Mayo now uses its brokers
mainly in a marketing function, tc
seek out insurance and non-insur-

ance products the foundation anc
its brokers have mutually decidec
it needs, he says. "More of the risk
management functions such as loss
control and environmental safetb
are done in-house."

However, in early years Mr
Erickson depended more heavilb
on his broker, and he offers somc
advice for small employers.

"Whoever is dealing with the
broker has to take the time to be

informed," he says. "I think that
person has to come up to speed witt
the language and concepts so he
knows what expectations to have 01
the broker."

It is also important to have an
open-door policy in listening tc
presentations of brokers that want
your business, Mr. Erickson says
"You can't get married to one and
just sit there. If your broker knows
you have an open-door policy, he's
liable to be more on his toes anc

work harder to keep you."
In judging whether a broker is

giving the essential services, a
small employer should ask several
questions, sources agree.

"Does the broker provide more
than one quote and backups to re-
commended courses of action?" Mr

Donahue asks. "Is he involved in

claims? Are the terms of the policy
explained? Does he keep me up tc
date on the status of losses and

market conditions? Is the broker

paying attention to my business tc
the same degree I would if I had the
time and personnel?"

Mr. Erickson says, "I think the
way you can tell is by asking how
often when he visits does he discuss

new concepts or have new ideas in
structuring a line of insurance.

"Where a situation has changed,
does he react with alternative ways
of meeting the changes? Is he in
touch with what's going on in your
operation?"

Other sources say a sure sign that
the broker is not doing a satisfac-
tory job is if he or she shows up
only at renewal time. In this case,
they say, the employer should try
to correct the situation by talking it
over with the broker.

"You should do what you nor-
mally do if you feel underwhelmed
by service," Wyatt's Mr. Brock-
meier says. "Rattle his cage or look
for another provider." .



BelISouth Corp. promotes
Bagley to risk manager job

Richard H. Bagley, 39, has been
promoted to risk manager for Bell-
South Corp. in Atlanta. In this
newly created position, Mr. Bagley
is responsible for corporate insur-
ance and self-in-

surance for Bell-

South and its

subsidiaries. He

will also develop
a risk manage- -a /4
ment informa-

tion system for %
the company.
Mr. Bagley re-
ports to John A
Thomas, comp- Mr. Bagley
trollers man-

ager. Previously, Mr. Bagley had
been staff manager of customer ac-
counting. Mr. Bagley received a
bachelor of business administration

degree in 1966 and a master of busi-
ness administration degree in 1968
from Georgia State University in
Atlanta.

***

William E. Newberg, 36, is the
new director of risk management
for Super Valu Stores Inc. in Min-
neapolis. Mr. Newberg is responsi-
ble for overall risk management,
including property/casualty and
life/health insurance programs. He
reports to David Cairins, treasurer,
and replaces Karen Doolittle,
who is now vp and corporate risk
manager for First Bank System
Inc. in Minneapolis. Previously,
Mr. Newberg was manager of the
sales support unit for Risk Planners
Inc., Super Valu's captive insur-
ance agency, in Minneapolis. He
earned a bachelor of arts degree in
Spanish from Macalester College in
St. Paul in 1970 and has the Associ-

ate in Risk Management designa-
tion.

***

Lawrence C. Beldin, 38, has
been promoted to assistant vp of fi-
nancial programs and risk manage-
ment for the Farm Credit Banks of

Omaha, Neb. Mr. Beldin is respon-
sible for risk management, portfo-
lio management and the develop-
ment of investment programs. Mr.
Beldin reports to Thomas Watson,
vp of financial operations. Pre-
viously, Mr. Beldin had been the
company's assistant vp of market-
ing. Mr. Beldin received a bachelor
of arts degree in education in 1968
and a masters degree in business
administration in 1979, both from
the University of Nebraska-Lin-
coln. Mr. Beldin also is a fellow of

the Life Management Institute.
***

James H. Herald, 36, has joined
the Harris Corp. in Melbourne,
Fla., as supervisor of corporate risk
management. In this newly created
position, Mr. Herald is responsible
for the political risk insurance pro-
grams and international financial
guarantee requirements. He reports
to F.X. McCahill III, director of
corporate risk management. Pre-
viously, Mr. Herald had been the
financial administrator for the

Harris branch in Buenos Aires, Ar-
gentina. Mr. Herald received a
bachelor of science degree in inter-
national affairs from Georgetown
University in Washington in 1969
and a masters degree in business
administration from the American
Graduate School of International

Management in Phoenix, Ariz., in
1980.

***

Carl Kruse, 56, has been named
administrative vp for Liberty Mu-
tual Insurance Co. in Boston. Mr.

Kruse is responsible for the com-
pany's retirement plans, group life
insurance and thrift incentive plan,
and he has employee relations and
personnel responsibilities. He re-
ports to Gary L. Countryman, pres-
ident, and replaces Francis J.
Blair, who retired. Previously, Mr.
Kruse was vp and assistant general

comings & goings:

buyers

manager of Liberty's loss preven-
tion department. Mr. Kruse re-
ceived a bachelor of arts degree in
history from the University of
Connecticut in 1951, and he also

holds the Certified Safety Profes-
sional designation.

.

We'd like to report on staff changes in
your compark·'s risk management,
safety or employee benefits depart-
ment. Just drop a note to Diane Kas-
tiet, Business Insurance, 740 N. Rush

St., Chicago, IIi. 60611, or cell 312-649-
5393. Please send a photograph, too.
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U.S. pension administrator steps down
By JERRY GEISEL

WASHINGTON-The U.S. pen-
sion administrator will resign next
month.

Robert A.G. Monks, administra-

tor of the Labor Department's Of-
fice of Pension and Welfare Bene-

fit Programs, said last week that he
will resign from the department,
effective Jan. 20. Mr. Monks will

take an unspecified job in private
industry.

Mr. Monks, 51, joined the Labor
Department last December after
resigning his position as director of
of the U.S. Synthetic Fuels Corp.
When he joined the Labor Depart-
ment, Mr. Monks said that he
would only serve as the U.S. pen-
sion administrator for one year.

Mr. Monks, a former chairman of
the Boston Co., a Boston invest-

washington

ment firm, seemed much more in-
terested in pensions as investments
than as employee benefits, observ-
ers say.

Yet, they say he probably will be
best remembered for a speech he
gave this fall before the American
Society of Pension Actuaries, in
which he questioned whether the
nation can continue to afford to

give the same tax breaks to both
defined benefit and defined contri-

bution plans.
"Something is going to have to

give," Mr. Monks said in his speech.
"Can we at least agree that, if a
choice has to be made, defined ben-
efit plan 'true' pensions should
have top priority," he asked (BI,

Nov. 5).

Mr. Monks' remarks preceded by
just a few weeks the Treasury De-
partment's tax simplification plan
which, among other things, would
wipe out 401(k) salary reduction
plans, a rapidly growing defined
contribution plan (see story, page
1).

A successor for Mr. Monks has

not been named.

OPIC has record year
The Overseas Private Invest-

ment Corp. chalked up record in-
surance volume and net profits.

During fiscal 1984, OPIC issued
$4.3 billion in insurance coverage

for 124 projects, topping its previ-
ous high of $3.9 billion, which was
setin 1983.

OPIC, the federal agency that
provides political risk insurance to
U.S. companies investing in less-
developed countries, reported gross
revenues of $113.3 million in 1984
compared with $97.5 million last
year.

Net income for the year was up
18%, to $97.2 million from $82.7
million in fiscal 1983.

As of Sept. 30, capital and re-
serves stood at $883 million, which
was up from $768 million a year
earlier.

During fiscal 1984, OPIC settled
22 insurance claims amounting to
$25 million in cash and a $6 million
indemnity agreement.

Meanwhile, in another OPIC de-
velopment, OPIC announced that

Whether your business is small,
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or not small at al 1.

Nationwide can protect your business with a
full range of insurance coverage no matter how
big or small you are. No matter how fast you
are growing. Nationwide has the special flexi-
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insurance problems.

Today, when it makes more
sense than ever to get a second
opinion on your insurance pro-

gram, be sure to talk to a Nationwide represen-
tative. Ask about coverage and most impor-
tant, about Nationwide's support services.

Whether you are small or not small at all,
your business deserves big protection from
Nationwide Insurance. It's all part of Nation-

wide's blanket protection for
your business. And, of course,
your family.

NATIONWIDE
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Nationwidd is on your side
Home Office: One Nationwide Plaza, Columbus, Ohio 43216 • Nationwide Mutual Insurance Company
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political risk insurance coverages
are now available for companies
investing in Mozambique.

That announcement follows a re-

cently signed bilateral agreement
between the United States and Mo-

zambique to activate OPIC pro-
grams in that southwest African
nation.

APPWP official

Stuart J. Brahs, a veteran lob-
byist and legislative staffer, is the
new executive director of the Assn.
of Private Pension and Welfare

Plans, a Washington-based benefits
lobbying group.

Mr. Brahs, 44, most recently was
director of federal legislative and
regulatory affairs for the American
Council of Life Insurance, an in-
dustry trade group.

He also has 15 years of experi-
ence as a legislative assistant on
Capitol Hill and has worked for
former Sen. Abraham Ribicoff, D-
Conn., and Rep. Richard Ottinger,
D-N.Y.

Mr. Brahs replaces Edward J.
Davey, who resigned in September
to join Johnson & Higgins in New
York.

OSHA changes cutoff
The Occupational Safety and

Health Administration has lowered
the cutoff point it uses to determine
whether it will conduct a full safety
inspection at a worksite.

Since Oct. 1, 1981, OSHA inspec-
tors have been conducting compre-
hensive safety inspections at com-
panies with lost workday injury
rates at or above the national aver-

age for manufacturing.
In 1983, the average lost workday

injury rate for manufacturers de-
clined to 4.2 per 100 employees,
down from 4.3 in 1982.

As a result, the new cutoff point
to avoid comprehensive safety in-
spections is 4.2 injuries per 100 em-
ployees.

Pension plan suit
The trustee of a Yakima, Wash.,

company's pension and profit-shar-
ing plans has paid $246,996 in resti-
tution to the plans to settle a Labor
Department suit.

The department had charged
that Delmar Bice, a trustee of the
pension and profit-sharing plans
sponsored by Simcoe Equipment
Co. Inc., violated his fiduciary re-
sponsibilities to the plans.

The department alleged that Mr.
Bice, the owner, officer and direc-
tor of Simcoe, used plan assets in
his own interest or on behalf of a

party whose interests were adverse
to those of the plans.

In a lawsuit, the department also
charged that Mr. Bice failed to col-
lect employer and employee contri-
butions payable to the plans.

Panel counsel named
Sen. Robert Packwood, R-Ore.,

has appointed John Colvin, his leg-
islative director, as the Senate Fi-
nance Committee's chief counsel

and head of the committee's tax
staff.

Mr. Colvin is considered one of

the most knowledgeable legislative
staffers on employee benefit issues,
especially health care. Like Sen.
Packwood, who takes control of the
Finance Committee next year
when the 99th session of Congress
begins, Mr. Colvin favors retaining
the current tax-favored status of

employee benefit plans.
Mr. Colvin has served as Sen.

Packwood's tax counsel since 1975

and has been Mr. Packwood's legis-
lative director since 1982. Pre-
viously, he worked in the chief
counsel's office in the U.S. Coast



Risk Planning Group merging into Tillinghast
Independent risk management

consultant Risk Planning Group
Inc. of Darien, Conn., is merging
into the consulting partnership of
Tillinghast, Nelson & Warren Inc.
effective Dec. 31, doubling the size
of the Tillinghast risk management
consulting practice.

The merged operations will be-
come the largest independent risk
management consultant, with close
to 40 professional staff and annual
gross revenues close to $5 million,
based on preliminary 1984 figures.

"We think this opens tremendous
opportunity for us and our clients,"
says RPG President Felix Kloman,
who will become a principal and an
advisory director of Tillinghast. "It
gives us access to some of the finest
actuaries in the world, a first-class
benefits consulting group and tre-
mendous geographic capabilities."

Mr. Kloman also praised the pro-
fessionalism of Tillinghast's cur-
rent risk management division,
which has staff in Tillinghast of-
fices in Newton, Mass.; New York;
Atlanta; Dallas; St. Louis; and Los
Angeles.

Tillinghast also has offices in
Hamilton, Bermuda; Chicago; Den-
ver; Fort Worth, Texas; Hartford,
Conn.; Jacksonville, Fla.; Kansas
City, Mo.; London; Nashville,
Tenn.; New Orleans; San Antonio,
Texas; Toronto; San Francisco; and
Sydney, Australia.

Tillinghast's risk management
consulting practice will benefit
from the "broad-based profession-
alism and international contacts" of

RPG, notes George Betterley, a
principal with Tillinghast who
merged his Boston-based risk man-
agement consulting practice with
rillinghast in 1981.

The Betterley Consulting Group
Inc. merger expanded Atlanta-
based Tillinghast's actuarial and
employee benefit consulting prac-
tice into risk management. At that
time, Betterley Consulting Group
employed 10 professionals and gen-
erated estimated revenues of $1
million.

In 1983, Dallas-based RIMCO
Risk Management Inc. also merged
into Tillinghast. At year-end 1983,
Tillinghast's risk management
practice included 21 professionals,
producing gross revenues of about
$2.5 million in 1983. It was the
sixth-largest independent risk
management consultant in the
country in 1983.

RPG brings $2.4 million in reve-
nues in 1984 and 21 full-time staff,
15 of whom are designated as pro-
fessionals. An additional 10 risk

management professionals work on
a project basis for RPG; some of
them are located abroad, in Stock-
holm, Sweden; London; and
Zurich, Switzerland.

In addition to pure risk manage-
ment consulting talent, the merger
of RPG into Tillinghast gives Til-
linghast new talent in sponsoring
conferences and producing publi-
cations.

The annual conference on cap-
tive insurers sponsored each March
in Bermuda by RPG will be contin-
ued under Tillinghast. RPG's pub-
tications, including Risk Manage-
ment Reports, Captive Insurance
Company Reports, Government
Risk Management Reports,
BankRisk, the annual Captive In-
surance Company Directory and
Cost of Risk Survey, all will con-
tinue to be published.

RPG was founded in October 1970

by Mr. Kloman, who had been an
assistant vp in the consulting divi-
sion of Alexander & Alexander Inc.

[n October 1983, however, Mr. Klo-
man said he felt that the staff of

RPG had more ideas than resources

to implement them and that the firm
needed a merger partner.

The RPG staff will continue to

work from Darien, but the office
will eventually will change its

markets

name to Tillinghast, Nelson &
Warren.

Life insurer for Blues

Northland Investment Ltd., a
holding company formed by New
Hampshire Blue Cross/Blue Shield
and the West Virginia Blues, will
own about 60% of a new life insur-
ance company if regulatory auth-
orities approve creation of the com-
pany.

American Bankers Life Assur-
ance Co. in Miami would own the
rest of Northland America Life In-
surance Co., which would be domi-
ciled in Concord, N.H.

The new company would write

group term, short- and long-term
disability, accidental death, supple-
mental life and dependent life cov-
erages.

The New Hampshire Blues has
acted as a general agent for Ameri-
can Bankers Life since 1975, and
the new company would absorb
American's book of business that is

handled by the Blues, the com-
panies have indicated.

Other insurers and insurance

groups have opposed the formation
of the new company, saying it vio-
lates the powers granted to the
New Hampshire Blues as a non-
profit organization.

However, New Hampshire stat-
utes say Blue Cross can invest 10%

Value Pac Is the class
of its field. When it comes

to 25-100 employee group
benefit plan»s, there isn't a
finer product anywhere.

Valiie Pac Includes

all the insured coverages
and combinations popular
with both employers and
employees. Medical,
dental, life, accidental
death, short and long term
disability It's designed to
be extremely flexible. And
our cost containment pro-
visions mean loweroverall
costs.

Service is a key part
of ou r product. We know
that fast claims payment is
importantto any business.

Like any thoroughbred,
Value Pac comes from

of its assets "into anything they
want," said John Corbett, president
of Combined Services Inc., a sub-
sidiary of New Hampshire Blues.

The New Hampshire Blues' in-
vestment into the holding company
will amount to less than 1% of its

assets, he said. "This is simply an
investment. Blue Cross will not run

the company. They won't have any
direct authority."

Mr. Corbett pointed out that the
New Hampshire and West Virginia
Blues would each own about 30% of
Northland America Life as co-in-

vestors in the holding company.
That would make American Bank-

ers Life the majority owner with
40% of the company.

Final approval will come from
insurance departments in New
Hampshire, West Virginia and
Florida A decision is expected to

great lineage. Pacific
Mutual is one of the

nation's leading life and
health insurance corn-

panies. Founded in 1868,
PM's assets now exceed
$3.7 billion. And PM has

always had A+ financial
and operating ratings.
Comforting knowledge in
today's marketplace.

You might thinka
product this outstanding
would be expensive. But
the premiums are surpris-
ingly affordable.

To find out more about
Value Pac, call the Pacific
Mutual representative in
the city closest to you.
You'll find out why
thoroughbreds usually
win the race

be announced by the end of the
year.

Name change
After operating for 105 years

with the same name, Farmers' Re-
liance Insurance Co. in Lawrence-

ville, N.J.. has become American
Reliance Insurance Co.

The property/casualty un-
derwriter began as an insurer of
grange associations in southern
New Jersey in 1879. Today the
company writes regional coverages
through 750 independent agents.

"The objective of the change was
to choose a name that better re-

flects who we are today, the lines of
insurance we write and the agents
and customers we serve," said
Bruce W. Herrick, American Re-
liance president. .
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ni] Ort B¢itb Reorganization at Polaris Cos.
Jis¢Ii rgann results in several promotions

TRANSLATION A reorganization and expansion

YOU,DON'fHAVE of Polar·is Cos, a Minneapolis- comings & goings: industry
based holding company, has re-
sulted in a number of management

TO BE IRISH
changes at the company and ltS and Mr Frandle had been director Maryland Casualty Co, Theodore
subsidiaries of management information sys- A. Schmidt elected senior vp of

Allin Karls, president and tems at North Star underwriting He also will be 10-
chairman of Polaris, had been pres- cated at the Baltimore office He

Insurance Corpofation of Ireland T
ident and chairman of the subsi- Insurers Joined the company in 1956, and
diaries He will remain chairman of most recently was vp and senior

In the United States, we provide immediate service toqial- the subsidiaries, each of which has Ray D. Johnson Jr. elected underwriting executive
17 a new president chief operating officer of Mission Michael A. Galati named senior

ifiec brokers on nsks and costs ;orsurplfs and e•cess lires
U Doug Beach promoted to preal- Insurance Group Inc in Los An- vp for home office property/casu-

as well as reinsurafri665 - t 3 4 1 dent of North Star Casualty Ser- geles He will retain his responsibi- alty claims at Mission Insurance Co
li 0, vices He had been executive vp lities as senior executive vp of MIG in Los Angeles He had been presi-We are Intirdsted in"uriique" coverages and have consid- and chief operating officer of the and as president of Mission Insur- dent of his own claims consulting

erable experience in. pgmary,commercial.,dfoperty and Insurance administranon and risk ance Co, the group's maJor under- firm, Miken Associates Inc, before
property/casualty pickages (not auto-nobild c - statutory management service company writing company Joining Mission earlier this year

Lou Golinvaux named presi- At American International Diedrich D. Oglesbee named vpworkers compensation) 11* tb m dent of the newly formed North Group Inc , Steve Schleisman of field management for the com-
Star Li fe & Casualty Insurance named resident vp of the New mercial insurance division of AetnaIr Gaelic, "Nil Ort·Be th-As E,reann" means "You Don't
Agency He had been with the York Region He Joined the com- Life & Casualty in Hartford, ConnHave To Be Irish': Call us -2555-- « American Business Insurance pany in 1972 Also, Eliot Pardee Mr Oglesbee had been a regional
Agency in Minneapolis becomes senior vp of the North vp in the commercial insurance di-

a |NSURANCE ORpORATON Also, Ken Hopkins named se- American Division of American vision He succeeds Herrick A.
nior vp of North Star Life & Casu- International Underwriters, an Drake, who died Nov 4

Of IRE|ANd alty Insurance Agency, and Ed AIG subsidiary Mr Pardee, who Raymond M. Hassett named vp
Frandle promoted tc vp of man- joined American International in for the home office field operations

200 South JVacker Diwe Chicago Ilinots 60606 agement information systems at 1976, will initially be based in department at United States Fidel-1, (312) 559 0509 Te ex 2 0184 via RCA North Star Casualty Services Mr Washington tty & Guaranty Co in Baltimore

Speciat coverages for special risks. Hopkins had been a vp of Ameri- . Jamie L. Pir Mr Hassett joined USF&G in 1964,
can Business Insurance Agency, tle elected se- and most recently had been Hart-

nior vp-claim di- ford, Conn, branch manager

There's nothing average about usl We offer... vision for Mary-
land Casualty

Charles F. Barr elected vp, sec-
retary and general counsel of

Co He will be United Pacific Insurance Co and

PRIMARY PROTECTION INDEMNITY
located in the United Pacific Life Insurance Co,
Baltimore home both Reliance Insurance Cos subsi-

office Mr Pirtle diaries headquartered in Federal

EXCESS MARITIME LIABILITY
joined the com- ' Way, Wash Mr Barr Joined Re-
pany in 1955 and Mr. Pirtle hance in 1981, and he will continue
most recently as Reliance's assistant general
was vp-claims He replaces Donald counsel
R. Burke, who is retiring Also at Continued onfactng page
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Excess/surplus
James F. Duffy elected senior

vp of the specialty lines group at St.
Paul Fire & Marine Insurance Co.
in St. Paul, Minn. He will be re-
sponsible for St. Paul's operations
in surplus/specialty risk under-
writing and broking as well as rein-
surance intermediary markets. Mr.
Duffy had been president of
Atwater MeMillian, the surplus
lines and specialty risk subsidiary
of St. Paul Fire & Marine.

Also, Kenneth F. Goldstein
named to succeed Mr. Duffy as
president of Atwater MeMillian.
Mr. Goldstein joined Atwater
McMillian in January 1984 as exec-
utive vp.

Walter D. (Rick) Hardy named
executive vp-service at Interconti-
nental Insurance

Managers Inc., a
managing gen-
eral agency
based in

Schaumberg, Ill.
Mr. Hardy had U
been vp of .re.

claims at the

agency. In his
new position, he
will be responsi- Mr. Hardy
ble for coordina-

tion of services, including loss con-
trol, claims management and risk
management services, at all offices.

Reinsurance
Wolfgang Schlaeger was ap-

pointed director and executive vp
of Gerling Global Offices Inc. in
New York, the U.S. manager of
Gerling Global Reinsurance Corp.
Also, Jack Fu appointed vp. Fred
Kallrath resigned as president of
Gerling Global Offices Inc. on Oct.
1. Mr. Kallrath died Oct. 2.

Agents/brokers
Richard J. DeRue named senior

vp and manager of Johnson & Hig-
gins' Miami office. Mr. DeRue
joined J&H in 1970, and he had
been manager of the property/cas-
ualty department in the Minneapo-
lis office. In his Miami post, he suc-
ceeds Victor J. Giglio, who has
moved to the casualty department
in New York.

Kenneth A. Carter succeeds Re-
ginald Bowers as chairman of
Lloyd's of London broker Sedgwick
North America Ltd. Mr. Carter is
deputy chairman of Sedgwick Insur-
ance Brokers Ltd. and chairman of
Sedgwick Cargo Ltd. Mr. Bowers
continues to act on a number of ac-
counts for Sedgwick North America
and remains a director of Sedgwick
Group P.L.C. and Sedgwick Insur-
ance Brokers Ltd.

Other suppliers
At Tillinghast, Nelson & Warren

Inc., Mitchell J. Cole named vp
and principal. He is responsible for
the newly established risk manage-
ment consulting services in the
New York office. He had been a
partner in the Risk Planning
Group.

Also at Tillinghast, Joseph F.
Quinn joined the New York office
as an officer of Tillinghast & Co., a
new subsidiary specializing in
mergers and acquisitions. Mr.
Quinn had been president of Hart-
ford Specialty Co.

Warren P. Cooper joined Hug-
gins Financial Services Inc. as vp in
the property-casualty/risk man-
agement unit. Before joining the
Philadelphia-based consulting
firm, which is a member of the Hay
Group, Mr. Cooper had been chief
actuary for the New Jersey Insur-
ance Department.

Ronald L. Simpson joined
Frank B. Hall Consulting Co. in
Los Angeles as vp. Mr. Simpson
had been group sales consultant
with Massachusetts Mutual Life In-
surance Co.

Willard A. Hartman and Owen

r*

Mr. Hartman Mr. Barnes

P. MeCaffrey Jr. named vps and
members of the board of the Wyatt
Co. in Chicago. Both have been
with the actuarial and benefits con-
sulting firm for more than 20 years.

Also at Wyatt, Robert L. Barnes
named vp and manager of the Chi-
cago office. Mr. Barnes joined
Wyatt in 1967. He succeeds John
Hanson, who retired. And, Sven
Thomsen joined the risk manage-
ment consulting staff of Wyatt in
Chicago. Mr. Thomsen had been
with International IRM, a bro-
kerage firm. .
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Work comp rates to rise in Texas
AUSTIN, Texas-An average

8.6% increase in workers compen-
sation rates in Texas will take ef-

feet Jan. 1, on the heels of an aver-

age 2% rate increase Oct. 1.
Some $140 million in insurance

premiums is expected to be gen-
erated by the increases, said a
spokeswoman for the Texas Insur-
ance Board.

The 2% increase approved this
fall will cover the cost of benefit

changes that took effect Sept. 1.
The maximum weekly benefit rose
to $203 from $189 and the mini-
mum weekly benefit rose to $35
from $33.

The additional average 8.6% in-
crease approved by the board was
based on employers' loss experi-
ence, the Insurance Board spokes-
woman said.

The combined average 10.6% rate
increase compares with an average
28.7% increase recommended by
the National Council on Compen-
sation Insurance.

Maryland rate increase
BALTIMORE-Maryland work-

ers compensation insurers are
seeking a 2.2% increase in rates, ac-
cording to the National Council on
Compensation Insurance.

"The purpose of this increase is

Security Guard, Detective and
Patrol Services - Burglar and
Fire Alarm Monitors and Installers
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If you have a current or potential client involved in security work and haven't told them
about Cover X Corporation, odds are your competitor will.

As one of the leading underwriters of this class of business in the U.S.,
Cover X has the necessary expertise, facilities and authority to provide the prompt, efficient
and competitive responses required by both broker and insured.

Our comprehensive liability product, together with limits of liability up to $10,000,000
makes a Cover X quote for customized General Liability and Workefs Compensation a
must for any insurance professional.

For further information or applications call or write...

COVER  CORPORATION
P. O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 - Telex: 23-5635

around the states

to account for the statutory change
in maximum weekly indemnity
benefits taking effect Jan. 1," said
JoAnn M. Porter, an NCCI govern-
ment, consumer and industry af-
fairs director. The maximum

weekly benefits are scheduled to
jump to an estimated $325 from
$311, she said. The weekly benefits
figure is still an estimate, she said.

The NCCI is asking that the rate
increase take effect Jan. 1 for new

and renewal policies.
The most recent change in rates

was an average 5.2% decrease that
took effect Jan. 1.

N.J. panels appointed
TRENTON, N.J.-Three re-

cently created committees in New
Jersey will investigate separate in-
surance-related issues, including
the relationship between banking
and insurance.

Federal and state prohibitions
separate banking and insurance
powers, but many favor ending
those barriers, said Kenneth D.
Merin, insurance commissioner. A

task force will investigate both
sides of the issue and is expected to
issue a report by May 1.

Another committee was ap-
pointed to help the Insurance De-

partment with the regulation of
dental plan organizations.

The third panel was created to
advise Mr. Merin on disciplinary
cases against agents and brokers.

Lawyer's malpractice
SACRAMENTO, Calif.-Insur-

ers writing malpractice coverage
for attorneys in California must
soon meet some of the same report-
ing requirements as underwriters
of doctors and dentists malpractice.

S.B. 1627, an amendment to the
California Insurance Code, takes

effect in January. It requires insur-
ers of lawyers malpractice cover-
age in California to report to the
state Insurance Department infor-
mation such as:

• The total number of lawyers
for whom coverage was written
during the preceding year.

• The total amount of written

and earned premiums during the
preceding year.

• The total number of claims

outstanding and the amount of loss
reserves, segregated by year the
claims were filed.

• The total number of lawsuits

filed against policyholders, identi-
fied by the year the claim was
filed.

Program set on insurance, banking
WASHINGTON-A program

about insurance and financial ser-

vices regulation will be held 2-4:30
p.m. Wednesday, Dec. 12, in the
Hilton Hotel in Washington.

There is no charge to attend the
program, which is sponsored by the
Assn. Internationale de Droit des

Assurances (AIDA), an interna-
tional organization of attorneys,
professors, insurance regulators
and others interested international

insurance law and regulation.
The program is being held at the

same time and place as the winter
meeting of the National Assn. of In-
surance Commissioners. The rela-

tionship of banking and insurance
is a topic of heated discussion
among regulators and will be taken
up earlier that morning by the In-
tegrated Financial Services Task
Force, chaired by Bruce Foudree
the Iowa insurance commissioner

Mr. Foudree, who is expected to be
elected president of the NAIC dur-
ing the conference, is one of five
speakers on the AIDA panel. I
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\NF Get back in business fast
Following fire or water damage, you won't get back to busi-
ness as usual until the telltale odor is one. Smoke, mildew,
decaving debris- BMS CAT has helped overcome the foulest
of odor problems. Imagine a food processing company's auto-
mated freezer coated with meltea plastic and chicken parts.
Or how about a hotel's kitchen flooded with salt water?

You get the idea. We have helped all kinds of businesses get
rid of all kinds of odors. Fast. From office towers to aerobic
exercise clubs, our proven deodorization techniques have
helped building owners/managers from coast to coast.
When you need to get rid of odor fast, call BMS CAT We can
start emergency deodorization procedures within hours. To
find out more call for the free brochure "Meeting the Chal-
lenge:' It describes all 14 of BMS CAT's services for building
owners/managers nationwide.

Call toll-free

800-433-2940
In Texas 817-926-5296
In Canada 519-886-7909

AA# BlackmonMooring
Steamatic

Catastrophe,Inc.
-,4* ' Your local professional association can hear about the latest devel- 5

«. A- opments in DECONTAMINATION OF BUILDINGS. BMS CAT pro-
* €X' vides educational programs nationwide. Call toll-free today for more

'% information.
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JAN. 10. Products Liability Insurance lun-
cheon seminar in Montreal, sponsored by the Que-
bec Risk & Insurance Management Assn.; $18.
Suzan Ness, Chairman, Dominion Textile Inc.,

1950 Sherbrooke St. West, Montreal, Quebec H3H

IE7,514-989-6297.

JAN. 1142. Preparation and Trial of a Com-

plex Toxic Chemical or Hazardous Waste Case

seminar in New York, sponsored by the Practising
Law Institute; $350. Registrar, PLI, 810 Seventh
Ave., New York, N.Y. 10019; 212-765-5700.

JAN. 11-13. End Crisis Management seminar in

Atlanta, sponsored by Retirement Advisors Inc.;
$425: $375 for registration three weeks in advance.
RAI, 919 Third Ave., New York, N.Y. 10022; 212-
421-2400.

JAN. 15. 1984 Federal Tax Package: Its Impact

On Risk And Benefits Managers seminar in
San Francisco, sponsored by the Risk & Insurance

Management Society; $95. Kim Sutheimer, RIMS,

205 E- 42nd St., New York, N.Y. 10017; 212-286-
9292.

JAN. 15-16. Application of Microcomputers to

Occupational Health and Safety course in San
Diego, offered by the University of Southern Cali-

fornia; $375. University of Southern California,

Institute of Safety and Systems Management, Of-

fice of Extension and In-Service Programs, Los
Angeles, Calif. 90089-0021; 213-743-6523/6524.

JAN. 17. Pre-Admission Certification seminar

in New York, sponsored by the Task Force on Uti-
lization Review; free for members, $25 for non-

members. The New York Business Group on

Health Inc., 1633 Broadway-46th floor, New York,

N.Y. 10019; 212-397-1260.

JAN. 21-22. Health Care Cost Containment

Workshop in Miami, sponsored by the Health Re-
search Institute: $395. Also Feb. 11-12 in Los An-

geles. Workshop Coordinator, Health Research In-

stitute, 49 Quail Court, Suite 200, Walnut Creek,

Calif. 94596; 415-676-2320.

JAN. 21-25. Industrial Ventilation Fundamen-

tals course in San Diego, sponsored by the Uni-
versity of Southern California; $650 University of

Southern California, Institute of Safety and Sys-

tems Management, Office of Extension and In-

Service Programs, Los Angeles, Calif. 90089-0021;
213-743-6523/6524.

JAN. 22. Data Workshop & National Statisti-

cal Data Base Briefings workshop in Miami,
sponsored by the Health Research Institute; free.

Also Feb. 12 in Los Angeles. Workshop Coordina-
tor, Health Research Institute, 49 Quail Court,

Suite 200, Walnut Creek, Calif. 94596; 415-676-
2320.

JAN. 23. Health Improvement/Prevention

workshop in Miami, sponsored by the Health Re-

search Institute; $195. Also Feb. 13 in Los Angeles.
Workshop Coordinator, Health Research Institute,
49 Quail Court, Suite 200, Walnut Creek, Calif.

94596: 415-676-2320.

JAN. 23-25. 10th Annual Enrolled Actuaries

meeting in Washington, sponsored by the Ameri-

can Academy of Actuaries and the Conference of

Actuaries in Public Practice; $215 for members;

$240 for non-members. Sue Hendrickson, AAA,

1835 K Street N.W., Washington, D.C. 20006,202-
223-8196.

JAN. 23-25. Antitrust in the Health Care Field

conference in Washington, sponsored by The Na-

tional Health Lawyers Assn.; $340 for NHLA

members, $390 for non-members. Registrar, Pro-

gram Division, NHLA, 522 21st St. N.W., Suite 120,

Washington, D.C. 20006; 202-833-1100.

JAN. 28-31. Physical Security Workshop in Las
Vegas, sponsored by the American Society for In-
dustrial Security; $445 for members, $535 for non-
members. Registrar, ASIS, 1655 North Fort Myer

Drive, Suite 1200, Arlington, Va. 22209; 703-522-
5800.

JAN. 29-30. "Where Do We Go From Here?" An-

nual flexible compensation conference in

Washington, sponsored by Charles D. Spencer &
Associates Inc.; $400. Registrar, Charles D.

Spencer & Associates Inc., 222 West Adams St.

Chicago, Ill. 60606; 312-236-2615.

FEB. 1. Advanced Post-Graduate Cost Con-

tainment workshop in Los Angeles, sponsored by
the Health Research Institute; $195. Workshop Co-

ordinator, Health Research Institute, 49 Quail
Court, Suite 200, Walnut Creek, Calif. 94596, 415-
676-2320.

FEB. 1-3. Third Annual Southwest Head In-

jury Symposium in Costa Mesa, Calif., sponsored

by Northridge Hospital Medical Center; $185 be-
fore Jan. 1, $200 after Jan. 1; Pamela W. Schiff-

macher, Northridge Hospital Medical Center,

18300 Roscoe Blvd., Northridge, Calif. 91328; 818-
885-8500.

FEB. 4-8. Occupational Health Nursing. Basic

Theory Update course, offered by the University

of Southern California; $550. USC, Institute of

Safety and Systems Management, Office of Exten-

sion and In-Service Programs, Los Angeles, Calif.
90089-0021; 213-743-6523/6524.

FEB 4-MARCH 10. Systems Reliability and
Risk Analysts study program, offered by the

Massachusetts Institute of Technology; $7,700.

Director, Advanced Study Programs, Center for

Advanced Engineering Study, MIT, Cambridge,
Mass. 02139; 617-253-6128.

.

The Datebook is compiled from notices sent to
Business Insurance. Notices should be sent at least

eight weeks in advance to Datebook, Business In-
surance, 740 N. Rush St., Chicago, m. 60611. Busi
ness Insurance reserves the Tight to select meet-

ings of most interest to its readers and cannot
guarantee that notices will be printed.
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Group must raise $1.5 million in bid to save bankrupt insurer
Continued from page 2
retention limits-which ranged from $1,DOO to
$100,000 per occurrence-but also North-
West'slayer of liability-generally $50,000 per
occurrence. Under the plan, the policyholders
alsowould agree tostay with the newly
created insurer for three years, thereby guar-
anteeing a base of business.

Under this plan, at least the policyholders
could recover the reinsurance due on their

claims, which they expect to be more than
they could recover as creditors of the insurer.

The CIA first presented its rescue plan in
October during hearings on the liquidation in
Mulnomah County Circui. Court in Portland.
Both Oregon's and Louisiana's insurance com-
missi6ners agreed to the CIA plan in a pre-
pared order presented during the Dec, 4 liqui-
dation proceedings.

But, as part of that agreement, when the
new insurer is created in L6uisiana, it would
be placed in rehabilitation there, said attorney
James W. Williams, Mr. Fenet's law partner.

On Dec. 4, the Circuit Courtjudge in Orgeon
ordered the company liquidated but approved
the CIA's plan for running off the business
written by Mid-Continent.

The new insurer, to be known as North-
West Insurance Co. of Louisiana, would as-
sume all the business written by Mid-Conti-
nent, not only in Louisiana, but some 12 other
states, Mr. Williams said.

According to the latest count, more than
9,000 claims are outstanding from all North-
West and Mid-Continent's operations, said
Jack Sanguin, an Oregon special deputy com-
missioner. Those claims represent about $32
million in net losses, after reinsurance recov-
erable, or $59.5 million in gross losses, he said.

North-West, a subsidiary of New Orleans-
based Surplus Underwriters Inc., owned
Southeast Indemnity C6„ a still-active work-
ers compensation insurer in Houston, in addi-
tion to Mid-Continent.

The 13 states in which North-West was ad-

mitted are Alaska, Arkansas, Colorado, Idaho,

0..

0.

Iowa, Mississippi, Missouri, Montana, Nevada,
New Mexico, Oregon, Utah and Washington.

North-West also wrote on a surplus lines
basis in 17 other states, primarily through
Mid-Continent, sources say. But in some of
those states, notably California, North-West
itself wrote the surplus lines business.

The estimated 67 outstanding claims in Cali-
fornia, totaling $468,000 in gross losses, may be
paid on a pro rata share from any assets of the
liquidation, said Kathleen Dahlin, the assis-
tant Oregon attorney general who represents
the Insurance Department in the liquidation.

She said if the CIA plan fails, the claims it
would have covered also would come under

the general liquidation and be entitled to a pro
rata share of the assets.

A detailed breakdown of outstanding claims
per state was to be presented to insurance
commissioners and staffs during a special ses-
sion Dee. 9 at-the annual winter meeting of
the National Assn. of Insurance Commission-

ers, being held this week in Washington.

'.'$,r
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New A&A surpasses M&M in retail broking
Continued from page 1

Based on the $21.25 price of A&A
shares at the close of trading on the
New York Stock Exchange last
Thursday, the shares involved in
the transaction carry a value of
about $236 million.

In announcing the agreement,
A&A and Reed Stenhouse eau-

tioned that it is subject to several
conditions, including:

• Completion of a business and
legal review of both companies.

• The approval of A&A and
Reed Stenhouse shareholders.

• Approval by government
authorities in the U.S, Canada,
U.K., Australia and New Zealand.

• Assurance from the Council of

Registered Insurance Brokers of
Ontario that Reed Stenhouse's bro-

ker's license will be maintained

after the acquisition.

• Approval lor the listing on
various stock exchanges of the
A&A and Reed Stenhouse shares

called for in the propcsal.
• Confirmation from the Office

of Fair Trading.n the U.K. that the
acquisition will no: be referred to
Britain's MonoEolies and Mergers
Commission.

Mergers can be referred 5 this
commission for review if :hey are
deemed to be damaging to thE Brit-
ish economy or if they would result
in a monopoly ina given area of
commerce explained John Riley, a
Reed Stenhouse vp.

"That can be a very awkward
exercise. It can lead to a tr.men-

dous delay in the transaction being
allowed to be completed," he said.

A&A and Reed Stenhot.se offi-

cials say the two companies are un-
iquely siited for a merger.

...

e. ..

..

"It's an incredible fit," Mr. Irvin
observed.

Reed Stenhouse has strong retail
brokerage operations in the U.K.,
where A&A's strengths are rein-
surance and wholesale brokerage.
Reed Stenhouse also has deeper re-
tail brokerage roots in Canada,
Australia, New Zealand and the

Pacific Basin, all of which will aug-
ment A&A's international pres-
ence, Mr. Irvin noted.

And, A&A's major strength is in
the U.S. retail brokerage market,
where Reed Stenhouse has been

trying unsuccessfully to turn a
profit for several years.

For the year-ended Sept. 30,
1983, Reed Stenhouse Holdings
Inc., the company's U.S. division,
lost about $1.3 million Canadian
($1.1 million U.S.) on record gross
revenues of $67 million Canadian
($54.4 million U.S.).

The U.S. business accounted for

about 23% of the firm's total gross
revenues of $297 million Canadian,
($241 U.S.). Canadian business ac-
counted for 37%; U.K. and Ireland

for 24%; Australia, New Zealand
and Southeast Asia for 11%; and
other business for about 5%.

There are some areas where the

two companies have overlapping
operations that will have to be con-
solidated, though, principally in the
U.S. and London.

Reed Stenhouse, for example,
has its own reinsurance operations
-Sten-Re Ltd. in London and

Sten-Re, Cole & Associates, in the
U.S.-while A&A has Alexander

Howden Reinsurance Brokers Ltd.

in London and Thomas A. Greene

& Co. in the U.S.

No decisions have been made yet
on how the integration will proceed
or which offices may be merged,
but a task force has been formed to

study the questions, Mr. Irvin said.
Mr. Irvin and Mr. Riley both said

that large-scale layoffs during the
integration process are not likely.

"With the market the way it is,
we'll need talent, and Reed Sten-
house will be a source of talent,"
Mr. Irvin observed.

The two companies also have eq-
uity interests in different foreign
insurance brokerages in some of
the same countries.

In France, for example, Reed
Stenhouse owns 49% of Societe

Generale de Courtage d'Assurances
S.A.. while A&A has a 21% equity
interest in Cie. Europeenne de
Courtage d'Assurances et de Reas-
surances.

A&A will have to "sort some

things out" in these situations, says
Mr. Irvin, adding that the problem
is "nothing real significant."

Mr. Riley said that A&A and
Reed Stenhouse had been discuss-

ing a merger on and off since 1974,
but that a recent reorganization of
Reed Stenhouse and changes in
U.K. exchange control laws made
the transaction possible.

At the end of last year, Reed
Stenhouse bought out Stenhouse
Holdings Ltd., a London affiliate
that owned 55% of Reed Sten-

house's stock. That acquisition was
made possible by Stenhouse Hold-
ings' sale of an unwanted industrial

Compare our rates
and consider

• Front-end deviations available.

• Low deposit premium.

• Up to an additional 30% of
premium returned as dividend.*

• No indemnity agreements or
collateral business required.

• Dividend paid nine months after
expiration date.

• Our program is a standard
workers' compensation policy.

• Agents and brokers invited to
inquire.

Call: Gary Mongilutz

(502) 2444343
for more information.
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Underwriters Sajoty
&Claims. Inc.

Post Office Box 23790

Louisville, KY 40223

panies, Mr. Riley explained.

cleared the way for the merger
with A&A, he added.

roadblock," he said.

the deal is a good one for A&A.
"On the fundamentals, I think

where the other does not."

berg Towbin in New York.

earnings are going to accelerate,"

property/casualty insurance rates.

Group.

$1.50.

pensate for the dilution.

dilution there may be," he said.
For 12 months ending Sept. 30,

Reed Stenhouse's fiscal year, the

lion.

1983 was $10.7 million.

A&A International Inc. John C

president.

Ltd., Canada; and Mr. Wilson.

board.

pany announced (See update.)

Brokers, and Dennis L. Mahoney,
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Doctors nationwide can check legal histories
Physicians nationwide may soon

have access to a service that tries to

reduce malpractice claims and in-
surance premiums by red-flagging
litigation-prone patients.

Physician's Alert Inc., which op-
erates under the premise that peo-
ple who have been plaintiffs in
civil lawsuits in the past are more
likely to file a malpractice claim
against their physician than are
people who never have initiated
litigation, is now expanding nation-
wide.

Until now, only Detroit physi-
cians had access to the year-old ser-
vice, which, for a fee, provides a
legal history of potential patients
(BI, May 28). The company's data
base has been confined to lawsuits

filed in the three-county metro De-
troit area within the past 48 years.

But that's changing.
Physician's Alert now does busi-

ness under a newly-formed parent,
and it hopes to be operational by
March 1985 in New York, Los An-

geles, San Francisco and Chicago,
as well as Detroit, says Paul H.
Huth, who co-founded Physician's
Alert last November.

The company recently joined
forces with I.P. Sharp Ltd., a To-
ronto-based computer time-share
business that specializes in accumu-
lating and disseminating various
data bases, and formed The Dock-

etSearch Network Inc. as its parent.
The new company and its data base
will be headquartered in Chicago.

The second wave of expansion,
which is expected to conclude by
the end of next year, will launch
the service in Dallas, Houston, At-
lanta, Miami and Boston.

The company expects to enroll
5% of the practicing physicians in
each city after one year of opera-
tion. That figure approximately
represents the share of the Detroit
market the company has already
enrolled, Mr. Huth says.

Eventually, the Physician's Alert
hopes to attract doctors in all U.S.
cities with populations of more
than 150,000, Mr. Huth says.

Typically, a physician subscriber
phones the service, using a toll-free
800 number, with names of several
patients from the upcoming week's
appointment calendar for which he
or she is seeking a legal history.
When the Network is completely
operational, a doctor in New York,
for example, who may be wary of
treating a particular individual, can
find out if that person has sued
someone before, either in New
York or any of the other above-
mentioned cities.

The company charges physicians
$150 annually for the screening ser-
vice, plus $15 per phone call to the
data base if any prior lawsuits are
discovered, and $8 per call if no
legal history is uncovered.

Toxic substances

A new employee training pro-
gram focusing on the safe handling
of toxic substances has been devel-

oped by the Illinois State Chamber
of Commerce.

The "Right to Know" Training
Program consists of a slide presen-
tation and training manual. The
manual is divided into two parts:
The first part is to guide the man-
ager in implementing an effective
program, and the second part con-
tains the text and instructor's role

in the training program.
The cost of the two-part program

is $160 for ISCC members and $210
for non-members. For the slide

presentation only, the cost is $130
for members and $160 for non-
members. For the training manual
only, the cost is $30 for members
and $50 for non-members. Contact
"Right to Know" Training Pro-
gram, Center for Business Manage-
ment, 20 N. Wacker Drive, Chi-
cago, Ill.; 312-372-7373.

products & services

Trucking coverage
A new coverage for trucking

firms based in New York is avail-

able from Global Facilities Inc., a

special risk underwriter in Rock-
ville Centre, N.Y.

The Global program offers pro-
tection for cargo and personal
property, rental reimbursement
and umbrella policies.

The underwriter will make all

permit filings to the Interstate
Commerce Commission for clients

that travel outside New York.

More information on the cover-

age is available from Global at 200
Sunrise Hwy., Rockville Centre,
N.Y., 11570; 212-523-5959.

Fire alarm unit
The W.L. Jenkins Co. has intro-

duced a new model of its Flasher-

ing alarm unit specifically for fire
alarrns.

The Flashering combines the si-
multaneous flashing of a red light
in a vibrating bell housing. The
new model has the word "fire" in

bold white letters on each side of

the bell, according to the company,
which makes it useful for the hear-

ing impaired as well as the visually
impaired.

The special Flashering fire alarm
model is available in six-, eight-
and 10-inch sizes for all standard

voltages in A/C and D/C models.

The A/C model costs an average of
$45 each, while the D/C version
averages about $38 each.

For more further information,

contact the company at 1445 Whip-
ple Road S.W., P.O. Box D Station
C, Canton, Ohio 44708; 216-477-
3407.

Wellness program
San Diego-based Softworld Inc.

has introduced a software wellness

program called Positive Lifestyl-
ing. This new program is designed
to help employees in the areas of
nutrition, exercise, stress manage-
ment, chemical dependence and
weight control.

According to the company, the
program first assesses the em-
ployee's current condition through
some basic tests and then, based on

the responses, gives the employee
immediate feedback on the extent

to which his or her lifestyle affects
his or her long-term well-being and
health.

It then has respondents set their
own goals in 11 wellness areas, in-
cluding aerobics and carbohydrate
intake, and monitors their daily
progress, using graphic displays to
show their progress. The program
has been designed to track progress
for up to four years.

Positive Lifestyling, which runs
on the IBM PC and XT computers,
retails for $145. A demonstration
disk is $7 plus $3 for shipping and
handling.

For more information, contact
Ian D. Urquhart, marketing direc-
tor, 9550 Black Mountain Rd., Suite

G, San Diego, Calif. 92126; 619-578-
4878. =
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Ironically, a company's decision
to manage its own risks does not elimi-
nate the need for risk management
experts. It intensifies that need. And that's
where we come in.

We're Parker Services, Inc., a
member of the Sentry Insurance family
of companies. Our experts can help you
choose the right services and tailor a
program that's best for your company.We
offer a complete line of risk management
services including daims administration,
loss control, industrial hygiene and loss
experience reports.

We can also help establish and
administer captives and optional segre-
gated accounts.

So call us collect for our brochure.

And if you ever need one of our services,
call us again. Because without the help
of experts, risk management can be a
risky proposition.

Call collect (715) 346-7357.

 Sentry.

l'ARICIEII
SIZIWICIES. INC.

Risk Management Services

M lili
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Union Carbide company Insurers in India include AIG participates on three layers The cloud emanated from a leak Still, the West Virginia Air Pol-
the state-owned National Insurance above $73 million in the methyl isocyanate tank at lution Control Commission in

Continued from page 1 Co, General Insurance Corp of AIG writes $7 million of the $27 the Indian plant The highly vola- Charleston plans to review the
"How do you work out awards India, New India Assurance Co million excess of $73 million layer, ble chemical, used to make a pesti- safety procedures of Union Carbide

for people in India9 Will the people Ltd, Oriental Fire & General In- $7 million of the $50 million excess cide, expands rapidly under heat after the company concludes its in-
be sophisticated enough to get law- surance Co Ltd and United India of $100 million layer and $1 million and pressure Devices used to sa- vestigations in Bhopal, said Ronald
yers to take cases against Union Insurance Co Ltd of the $25 million excess of $175 fely ven: and neutralize the deadly Engle, the agency's chief chemist
Carbide in the (United, States9" The primary limit purchased by million layer gas apparently failed While Union Carbide's compre-

asks the London broker Union Carbide is unknown but lS AIG reinsured about 80% of its The Indian government has set hensive general liability coverage
"This will go on for years," he estimated to be no more than $1 $15 million exposure on the Union up a commission led by Indian would cover losses related to sud-

added "Then the long-term effect million Carbide account, said Paul Robi- High Court Justice N K Singh to den pollution, the company ap-
(of the poison gas) is going to be a Under its worldwide liability in- taille, director of investor relations investigate the disaster, said a parently has been concerned about
danger-when mothers produce surance program that kicks in at AIG spokesman for the Indian Embassy the possibility of gradual pollution
babies and the babies are perhaps above the primary coverage, Union AIG had not, as of last Thursday, in Washington related to its facilities in the United

defective It's a tricky one, this " Carbide retains about $5 million of received any notification of claim Any h-igation that the state may States

The ultimate cause of the poi- the risk, industry sources estimate. from Union Carbide bring against Union Carbide in ei- About two years ago, Union Car-

sonous gas leak could be the subject Among the insurers known to be CIGNA participates only on the ther Indian or U S courts will have bi(le asked London agent ERAS
of protracted litigation, if, for ex- involved on Union Carbide's layer above $175 million to wait until the commission com- (International) Ltd to write en-

ample, it is found that a piece of worldwide program are Royal In- Reports on the number of dead pletes its investigation, the spokes- vironmental impairment liability
equipment manufactured by a com- surance-U S,a subsidiary of Royal and injured in the disaster in- man said insurance to cover its U S opera-

pany other than Unwn Carbide Insurance PLC tn London, for an creased daily last week The esti- Union Carbide Chairman War- tions At the time, ERAS could pro-
were to blame for the disaster undisclosed amount below $73 mil- mate of 1,600 dead late last week ren M Alderson flew to India last vide up to $30 million in EIL cover-

Union Carbide's property and 11- lion, CIGNA Corp , for an undis- was expected to climb to at least week with a team of experts to in- age
ability insurers could subrogate closed amount, and American In- 2,000 And while 50,000 people vestigate :he disaster But, after conducting a survey of
against the responsible party, ex- ternational Group, on several were reported to have been treated Before leaving, he told news re- Union Carbide's U S operations,
perts note layers for injuries, more than 200,000 porters, "If emergency relief is re- ERAS wanted certain conditions

Union Carbide, headquartered in Royal officials, who said they were reported to have been ex- quired, we are there to provide it " applied to the coverage that Union
Danbury, Conn, refused to return were uncertain of their liability, posed to the poisonous gas Meanwhile Union Carbide has Carbide would not accept, said Dr
repeated phone calls from Business were meeting last week with offi- Of the 50,000 treated, 20,000 were shut down the production of the Malcom Aickin, director of ERAS
Insurance cials of Union Carbide and M&M said to have been seriously injured deadly chemical at its Institute, W in London

Marsh & MeLennan Cos Inc, "There is very little information Only one of the 120 Union Car- Va, plant until the cause of the In- The survey, conducted by ERAS
Union Carbide's broker, also re- coming back from India at the mo- bi(ie employees was reported to dian disas:er is known (U.S A ) Ltd, was designed to "look
fused to comment ment," said Robert Pinto, secretary have died Union Carbide said the West at a company's consciousness of the

Under Indian law, foreign mul- of Royal Insurance-U S "There is The poisonous gas cloud of Virginia plant has a computerized environment, its care of the en-
tinationals must buy primary liabil- confusion going on We don't know methyl isocyanate spread over the early warning system to detect the vironment and management's ap-
ity insurance for their Indian oper- what the limit of the primary in- town of Bhopal in the Indian state buildup of temperatures and proach to the environment," Dr
ations from an Indian insurance surance coverage is " of Madhya Pradesh on Dec 3 pressure in the tank Aickin said
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benefit beat Treasury justifies benefit tax
EQUAL Continued frompage l it could be liable for taxes due on

A company that self-insures its $288,000 at a tax rate of 35%, orOPPORTUNITIES UAW pact in Canada health benefits would Calculate its $100,800
costs by adding its expected claims The employer also would have to
payments and administrative costs, pay the additional FICA taxes thatEach weekly issue of has benefits similar to U.S. the Treasury says In lieu of using would be due on this unreported
actual administrative costs, an em- income, including the employee'sBusiness Insurance
ployer could add 7% of claims pay- share in addition to the employer's

gives you an equal op- United Auto Workers at the Ca- fits The new contract also will ments as a reasonable administra- own share (Starting Jan 1, em-
nadian divisions of Ford Motor Co raise sickness and accident bene- tive cost ployers and employees each willportunity to reach and and General Motors Corp have fits Weekly payments for an as- The proposal requires employers pay 7 05% on the first $39,600 of sal-

motivate Bl's more new labor contracts containing sembler will increase immediately to compute the cost of coverage in ary in FICA taxes)
benefits plans almost identical to to $315 from $255, and will increase advance of the payroll period The The employer also would have tothan 121,000 purchas- those of their U S counterparts again, to $325, in September 1986 cost would have to be refigured at pay additional unemployment

Both a utom a ke rs rece n tly The highest-paid Job category will least once a year or whenever there taxes owed on the unreported pay-ing influentials ... top fi-
reached agreements with the UAW receive a weekly increase to $410, are significant changes in coverage roll

n anci al and ad minis- -the Ford contract was ratified by up from $335 If a self-insurer cannot deter- This threat of an IRS penalty for
trative executives, risk 87 8% of union voters on Nov 11, • Life insurance Workers also mine in advance the actual cost of miscalculations of benefit costs

the GM contract was ratified by won increases in life insurance coverage, "reasonable estimates" of could encourage self-insurers to
managers, employee 833%ofthe voters on Oct 29 benefits Life insurance for an as- the costs would be allowed purposely estimate health plan

The maJor difference between sembler will increase immediately However, if the Internal Reve- costs high to avoid being hit withbenefits managers and the Canadian and U S contracts is to $29,500 from $27,500, and will in- nue Service determined that the additonal costs later
the agents and brokers in their health care plans The Ca- crease again in September 1985 to cost was underestimated, the em- However, a Treasury Depart-

nadian contracts do not include $30,000 For a tool-and-die maker, ployer could be liable for the in- ment official stresses that the de-who serve their needs. health care coverage because work- the immediate increase will be to come taxes that would have been partment is sympathetic to the
ers receive medical care through $35,000 from $32,500, and another paid by the employee if the proper problems self-funders will face in

When you want t the Ontario Hospital and Insurance increase, to $36,000, will follow in cost of coverage had been deter- computing the per-employee valuePlan (OHIP), a government-fi- September 1985 mined of the health benefits they providereach your prime audi- nanced health care program • Accident insurance Under the The income taxes owed would be Employers would not be penalized
ence, the Bl audience However, dental benefits were new contract, workers also will re- computed at the maximum rate ap- if a "reasonable" effort had been

increased by the new contract The Genre more accidental death and plicable for individuals, or 35% made to accurately estimate theis unequalled! lifetime orthodontic benefit maxi- dismemberment insurance For an under the tax simplification plan per-employee value of health bene-
mum was increased to $1,000 from assembler, coverage will increase For example, if the value of the fits, the official stressed

PUBLISHING CLOSING $800 In addition, all dental bene- immediately to $14,750 from health care benefits provided by The Treasury wants to cap tax-
DATES DATES fits, which had been reimbursed at $13,750, and will increase to $15,000 the employer were estimated at free health benefits because lt be-

90%, will be paid in full in September 1985 For a tool-and- $120 a month, an employee with in- heves they lead to careless use of
Identical benefits changes were die maker, the immediate increase dividual coverage would be taxed health care services by employees

Nov ZC Nov 13 made at both companies in the fol- will be to $17,500 from $16,250, and on an additional $50 a month in in- The escalation of health care
lowing areas to $18,000 in September 1985 come, the difference between the Costs in recent years is a result ofDco 3 Nov co , • Pensions The basic pension of

. estimated $120 in benefits and the "overconsumption of such services
current retirees will immediately $70 cap However, if the actual by employees for whom they areDCO 10 Nor 27 , increase by $1 a month per year of Beneflt beat keeps msurance and em- value of the benefits were deter- tax-free, and, in many cases, avail-
credited service, to a maximum of ployee beneht managers mformed on mined to be $200 instead of $120, able without limit, Treasury saysDec 1 7 Doc 5 $30 a month Currently, workers what other companies are domg and the IRS could make the employer The tax-free status of health care

Dec 24 * Dec 11 receive pension benefits based on Of current developments in the em- liable for the taxes due on an addi- contributions also has contributed
Job classification and retirement ployee benefit field We'd like to know tional $80 per month in income per to the erosion of the tax base and
date 4 you've made any changes Wnte employee, or $960 a year per em- higher marginal tax rates, the

In addition, current retirees will Lhane Kastiel, Business Insurance, ployee Treasury report says
receive lump-sum payments in De- 740 N Rush St, Chicago, Ill 60611, If the employer had 300 employ- "Imposing reasonable limits on

1985 cember 1985 and December 1986 312-649-5393 ees receiving individual coverage, Contznued on next page
equal to $6 67 per year of service,
up to a maximum of $200

The pension benefits of workers
Jan 7 Dec 19 who retire during the new contract A Lot Has Changed Since
Jan 14 Dec 27 also will increase by as much as

$3 85 a month for every year of You Last Looked At The BI DirectoryJan 21 Jan 9 credited service over the life of the
contract, depending on Job classifi-

Jan 28 Jan 15 cation and date of retirement
And, the pensions of current re- What could be as changing as the ever-changing world of Insurance, employee benefits and risk management services 9Feb 4 Jan 23 tlrees who retired under the "30- The names, facts and figures from the corporations that buy such products and services'

Feb 11 Jan 30 and-out" pension program will in- The 1984 Business Insurance Directory of Corporate Buyers of Insurance, Benefit Plans and Risk
crease by $30 a month The "30- Management Services, published in August, has been revised, updated and greatly

Feb 18 Feb 5 and-out" program allows employ- expanded to include information on more than 1,600 of the largest U S corporations
ees to retire after 30 years of ser- Sales volume, employee population, company address andFeb 25 Feb 12 vice, no matter what their age phone number are some of the facts you'll -------IZB.-3In addition, workers who retire find along with the names and titles of
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Benefit tax changes employment or occupation," the re-
port says

Continued frompreced:ng page Thus IRAs, and not 401(k) plans, Treasury cites gains from taxing benefits
the amount of health care available are the "appropriate vehicle for re-
tax-free is an important part of the ceipt of deductible retirement plan WASHINGTON-Wiping out the tax-favored sta- • Repealing tax-free treatment of cafeteria bene-
effort to broaden the base of tax- contributions by individuals " tus of most employee benefits could reduce the fed- fit plans, $8.5 billion
able income and reduce marginal eral deficit by billions of dollars, according to the • Eliminating cash or deferred arrangements,
tax rates," the department said Term life insurance Treasury Department. like 401(k) salary reduction plans, $4 6 billion.

Last week's report also explains "The exclusion of group-term life If employers' health care contributions that ex- • Taxing interest earned by reserves held in Vol-
why the Treasury wants to change insurance from income causes sig- ceed $175 a month for family coverage and $70 a untary Employee Beneficiary Assns., supplemental
the tax status of other benefits nificant inequities among taxpay- month for individual coverage were included as unemployment trusts and black lung disability

ers," the Treasury says taxable income to employees, the government trusts, $2.1 billion
Cafeteria plans Under Section 79 of the Tax would gain an additional $34 2 billion from 1987 The total $59 2 billion.

The Treasury Departments says Code, which Treasury wants to re- through 1990, Treasury says. But, expanding to $2,500 from $2,000 the annual
it wants to eliminate Section 125 of peal, employer-paid term life in- Taxing the first $50,000 of group term life insur- tax-deductible contribution a worker could make to
the Tax Code that allows employ- surance premiums for up to $50,000 ance would swell receipts by $9.8 billion between an Individual Retirement Account would cost the
ees to choose from a menu of tax- of coverage is not Included as tax- 1986 and 1990 federal government a total of $13 7 billion from 1986
free and taxable benefits because able income to workers Other employee benefit changes and the revenues through 1990, according to the Treasury.
the freedom to choose between the "Taxpayers receiving group- to be raised from 1986 through 1990 include· The net gain, then, would be $45 5 billion.
benefits or cash under many cafe- term life insurance through an em-
teria plans undermines the princi- ployer-sponsored plan effectively
ple that benefits should be ex- purchase such insurance with pre- sistance since an offsetting deduc- tax dollars," Treasury says to the employer are includible in its
tended broadly on a non-discrimi- tax dollars, whereas taxpayers not tion for dependent care expendi- "This exclusion also is unfair be- income, the employer retains the
natory basis covered by an employer must use tures still would be available," the cause it is not available to all tax- benefit of an initial deduction and

"Generally, the rationale for ex- after-tax dollars to acquire the report says payers, and is of greater benefit to of tax-deferral on the plan's in-
cluding an employer-provided ben- same insurance Thus two taxpay- "Employers would still have an high-income taxpayers " conne

efit from employees' income is to ers with identical real incomes incentive to provide on-site depen- "Such tax-favored treatment is

encourage the broadest extension must pay different amounts in in- dent care services, or to contract VEBAS inappropriate where plan assets are
of the particular benefit to employ- come taxes " for this provision, where they pro- The Treasury Department wants not used to provide employee re-
ees on a non-discriminatory basis The group-term life insurance mote employee convenience or re- to tax investment income earned tirement benefits," the report says

"The cafeteria plan rules under- exclusion lowers the product's sult in cost savings," Treasury con- on assets in Voluntary Employee
cut this rationale ssince they permit after-tax cost "and thus encourages tends Beneficiary Assns., also known as Retirement Plan Distributions
individual employees to elect cash employees to request and employ- 501(c)(9) trusts, to eliminate what it The Treasury Department wants
over the benefit without affecting ers to provide more insurance than Educational assistance considers a taxpayer subsidy of to impose special taxes on pre-re-
the tax treatment of other employ- the employees would be willing to Under amendments Congress at- these plans tirement distributions (before age
ees pay for on their own," Treasury tached this year to Section 127 of VEBAs are used by employers to 5942) from retirement plans "to as-

"In effect, the tax benefits are says the Tax Code, employees are not self-fund their benefit coverages, sure that tax-favored retirement
made available without regard to taxed on tuition reimbursement especially long-term disability plans are used for retirement pur-
whether all employees receive the Dependent child care checks-subject to a $5.000 annual plans poses "
particular benefit on a broad, non- Under current law, which the limit-they receive from their em- "The tax benefit of tax-exempt A 10% tax would be imposed if
discriminatory basis," the report Treasury Department wants to re- ployers growth for amounts set aside to the distribution were used for col-
says peal, individuals receive tax credits Treasury does not want this sec- fund deferred compensation should lege expenses incurred by a depen-

if they pay for dependent child tion of the code to be renewed generally not be available outside dent or for the first-time purchase
401(k) plans care services themselves, while em- when it expires on Dec 31, 1985 of the qualified retirement plan of a home, while a 20% tax would

The Treasury says lt wants to ployer-paid child-care benefits are While education is a national pri- area," the report says be charged for distributions used
eliminate 401(k) plans and instead excluded from taxable income ority deserving broad public and "This exemption of investment for other purposes
increase the amount of tax-deduct- "There is no basis for the differ- private support, "the exclusion income from tax effectively shifts a This additional tax would be

ible contributions that can be made ent tax treatment of employer-pro- from income of employer-provided portion of the cost of employee non-deductible and could not be
to Individual Retirement Accounts vided and individual-financed de- educational assistance, however, is compensation to the general pub- offset by any deductions or credits
to $2,500 from $2,000 because 401(k) pendent care," Treasury says not an appropriate means of ex- llc," Treasury says otherwise available to the individ-

plans favor the highly paid To equalize tax treatment, tax tending that support," the Treasury Under the Treasury proposal, ual
Under a 401(k) plan, a worker deductions would be allowed for all report says employers stlll could take tax de- 'The tax would reduce or elimi-

may reduce his or her pretax sa- taxpayers using dependent care "The benefits of the exclusion ductions for VEBA contributions nate the tax advantages that can be
lanes by up to $30,000 a year The services whether they are provided are not fairly distributed since it is obtained by using tax-favored
contributions are funneled into an by the employer or purchased by available only to employees in Overfunded Pension Plans plans to save for non-retirement
account where they earn interest the employee The tax credit em- qualified plans Even within the Hundreds of employers in recent purposes, including college ex-
tax-free until they are withdrawn ployees receive now if they pur- group of eligible employees, the ex- years have been reaping a cash bo- penses and the purchase of a resi-
However, the Treasury points out chase child care services them- Clusion is of greater value to high- nanza by terminating overfunded dence," the report says
that lower-income employees do selves would be repealed income taxpayers" pension plans to recapture excess Treasury notes that individuals
not have an opportunity to set aside Deductions would be allowed on In addition, Treasury says, assets who receive pre-retirement distri-
$30,000, making this a benefit up to $2,400 in child care expenses "There lS no reason to believe that The Treasury Department wants butions could avoid the special
available only to the well-to-do for one dependent or $4,800 for the education assistance exclusion to make such terminations more taxes by rolling the distribution

In contrast, more people would more than one of current law benefits primarily costly by imposing a 10% excise tax into an IRA
be able to take advantage of the "Repeal of the dependent care the groups for which it was in- on reversions from overfunded
$2,500 contribution allowed to exclusion (for employer-provided tended-minorities and the un- plans to eliminate the tax advan-
IRAs, the department says "IRAs benefits) should not adversely af- skilled The tax benefit is greatest tage of terminating a pension plan Coines of «Tar Refo'nn for Fair-
are available to all individual tax- feet the income tax liabilities of for high-bracket taxpayers, and An excise tax is not deductible ness. Simphetty and Economic
payers, without regard to form of most employees receiving such as- participabon in adult education by "Current law permits employers Growth, Volume 2," wilt be avail-

those groups is relatively low " to gain unintended tax advantages able at $10 each from the Supenn-
by overfunding defined benefit tendent Of Documents, Government

Van pooling plans and receiving assets back on Printing Office, Washington, D C
Under Section 124 of the Tax plan termination," Treasury notes 20402 Specify publication number

Code, employees are not taxed on "Although plan assets reverting 048-000-00369-9
an employers' cost of van-pooling
services Treasury says this section,
added in the early 1970s to encour-
age energy conservation, should
not be renewed by Congress when

insurance services guide
.

it expires on Dec 31, 1985
"The qualified transportation ex-

clusion is an inefficient mechanism • Fire Protection Engineering

0 Health, dental, disability and vision claims processing
to promote energy conservation

Use the Insurance • Underwriting Reports
• Safety a Health Studies

for employers, HMO's (IPA) and associations since it targets only one form of Services Guide to • Sprinkler System [asign

group transportation, employer- • Fire and Security Alarm System Oesign
• Building and Fire Code Consultationprovided van pools," the Treasury reach your best0 Automatic Assignment of ICD9, CPT, ADA (dental) report says Sghi,me,

UB (Hospital) codes by built-in medical dictionary "This may cause taxpayers to re- prospects. SCHIRMER ENGINEERING CORPORATION

Ject possibly more effective but 707 Lake Cook Road-leertleld IL 60015-312/272·8340

non-subsidized transportation al-
CASUALTY ACTUARIES, INC.0 Benefit rules, deductibles, eligibility, coinsurarIce, ternatives The exclusion lS unfair ATWOOD & CO. RoberIF Lowe FCAS,MAAA,FCA

maximums, and duplicate checking are handled auto-
because it is not available to all in-

Consulting Actuaries
• Loss Reserve and Rhte Evaluations for

dividuals, and because, where Insural'Ice Companies and Self-In-
Reinsurance and Reserve Analysts suredq

matically, on line, realtime. available, it provides a greater ben-
efit to high-bracket taxpayers "

for Captives, Self Insurers & Insurers • Statutory leHers of opinion on loss and
loss expense reserves

13113 Polvere Ave
One Insurance Center Plaza, Suite 1

0 Automatic generation of initial and follow-up corre- Rancho Bernardo, CA 92128 St Louis MO 63141Legal Services (619) 4514049 (314) 878-5002

spondence Section 120 of the Tax Code ex-

cludes employer-provided legal Engineering & Consulting Services for Risk 1
INSURANCE INTERMEDIARIES

benefits as taxable income to em- Irr,provement Programs
Code Analysts Loss Investigations Our fees paid by insumrs • Large accounts placedI A cost effective package (hardware and software) ployees Treasury says this section Sdrinkler and Special Hazard Systems • dommwons negotiated

of the code should not be renewed Fire Alarm and Security Systems

from 1500 to any size population. NY 914/66&2981 VA 703/938,9132 FL 305/374-4009

when it expires on Dec 31, 1985, SF 415/924-6474. 1.A 213/597303 IL 312/530-1494

because it encourages overutiliza- GAGE-BABCOCK
& ASSOCIATES 1655 Pwchiree Sc , Sulte 520 Atlanta GA 30329

16775 ADDISON ROAD, SUITE 201 tion of legal services and is not Corporate Office 135 Addison, 401-892·0791 TELEX 80-4319

available to all employees Elmhurst, IL 60126 (R,rmer ins Comm 8 Yrs , Former Pres. NAIC)

DALLAS, TEXAS 75248 44The exclusion from income of

(214) 248-6241
employer-provided group legal ser- F-or adverusing information in the INSURANCE SERVICES GUIDE

1--         -
vices encourages overconsumption Contact Beverly Kluxdal 740 Rush Street, Chicago Illinois 60611
of legal services by permitting em-

Telephone (312) 649-5340
ployees to purchase them with pre-
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, Brokers are cleaning house
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255 ' By LEONARD M. WILSON ignored by investors Bad news, once out in around underwriting, with the exception of
260

Special to Business Insurance
the open, became good news because it no Marsh & McLennan, which had modest par-

F, 9" p

250 
longer was a potential event for future dis- ticipation in property/casualty underwriting

TATITH 1984 ALMOST completed, it is closure The rationale for a broker controlling an

5 245 f V V pretty clear that this year has consti- Corroon & Black Corp, in the third quar- underwriting subsidiary was based on the
240,

% 235 &
 tuted a bridge between chaotic rates and ter, posted a charge of about $6 million potential for abetting placement of risks for

. St
15 firming in prices for commercial hnes of in- designed to strengthen reserves at a small the brokerage in tight markets It is interest-

surance It also will quite likely turn out to be underwriting subsidiary Although few ob- ing that brokers, with perhaps the best col-
%

LOPe/*!P, jj a transition between sev- servers could have predicted the charge, the lective sense of the underpricing in commer-

eral years of downward- stock did not sell off It was as if investors, cial lines, were unable to avoid getting

trending earnings for the Al vi independently but of a single persuasion, fol- burned themselves.
public insurance brokers // 11 lowed the principle, "Out of sight, out of Only The Crump Cos Inc ran an under-
and a strong earnings mind." writing subsidiary with sufficient restraint to

The Business insurance stock index fell for the comeback. "Next year F# 009! ON Frank B Hall & Co Inc used the third avoid the pitfalls

pedod ending Dec. 4, after a slight gain the pre- will be better" is a slogan \* 4.. 0 quarter to clean out its underwriting activi- In this upcoming cycle of tighter capacity,vious week. The Bl index of insurance industr that stands a good chance ties. A pretax reserve of about $30 million it could be that a controlled fronting com-
stocks closed at 265.9 points Dec. 4, down 2.9 of proving valid
points from 268.8 on Nov. 27. In all, 11 stocks

was established for possible loss on disposi- pany might enhance a broker's placing capa-
Coming out of the past B.Fli.4,M tion of underwriting operations A charge of bilities

were up, 34 were down, and 16 were un- few dismal years, the  -7 ,/| that magnitude cannot be regarded lightly, However, the winding down of under-changed. Sparked by reports of its impending public insurance brokers and yet the announcement had little impact writing activities has chastened the brokers
acquisition by Alexander & Alexander Serv,ces not surprisingly have a Mr. Wilson on the share prices. Underwriting will be The temptation for brokers to be un-
Inc., Reed Stenhouse Cos. Ltd. stocks rose the few skeletons in their treated as a discontinued operation under ac- derwriters, even on a most-circumscribed
most, with a gain of 32.1%. However, AU de- closets that, when brought out in the open, counting rules, thereby withdrawing ongoing basis, will be weak
clined 8.7%. The other largest gains were burden earnings losses from the income statement.

posted by Bitco Corp., up 14.8%; Tokio Marine
As 1985 approaches, then, the Supposition is

It is a time-honored principle for public Frank B. Hall paired the bad news with a valid that operating gains, which are likely
& Fire Insurance Co.. up 3.8%; Kemper Corp., companies to clear out financial skeletons piece of good news, however. Realignment of be quite gratifying should not be vitiated by
up 2.7%; and SAFECO Corp., up 2.4%. The when earnings expectations are grim any- the company's pension plan added 89 cents unpleasant surprises And this, hopefully,
other largest declines were posted by Inte- way In an atmosphere of widely perceived per share. and it also will contribute $40 mil- will be the real value of the brokers' house-
grated Resources Inc., down 24.2%; Aneco Re- bad news, additional bad news usually tends lion worth of cold cash million the corporate cleaning of 1984
insurance Ltd., down 18.2%; United Fire & Cas- to have little incremental effect on stock coffers
ualty Co., down 14.7%; and Lincoln National prices Not to be left out, Marsh & McLennan Cos.

Corp. Indemnity, down 5.7%. The 8/ index fell Therefore, many insurance industry com- Inc created a reserve of about $3 million for Financial briefs
1.1% for the period, compared with a drop of panies often use periods of poor operating losses in winding down activities relating to
1.8% for the NYSE in the same period. performance to clean house That means that claims administration.

when operations regain their momentum, For a company of Marsh & McLennan's Property/casualty results
unpleasant surprises will be less likely to sur- size, that amount is almost petty cash None-

British Issues face theless, any unexpected charges, after the The nation's property/casualty insurance

1Wek Following this tested principle, we have bond losses earlier in the year, are a little dis. industry reported net aftertax income of
4 Dec Plls. P/E ON. Y.Id High-Low seen in recent quarters an unusual incidence concerting The stick. though, proved un- $1 09 billion in the first nine months of 1984,
Companies pence pence % pene'plne of special charges, non-recurring expenses shakable which was a decline of 76% from net income

CommI Union 179 N/M 169 9.4 181-178 and general deck-clearing emanating from Can we say that this catalog of special of $461 billion in the first nine months of
Gent Accidant 520 52.0 271 5.2 537-520 insurance brokers charges will insulate fourth-quarter and 1985 1983

Gdn Royal Exch 684 182 32.9 4.8 693--04 Alexander & Alexander Services Inc income statements from the unexpectedO We The industry had a pretax underwriting
Royal 537 826 326 61 548-49

Sun Alillial 421 26.7 20.0 4.7 433-425
lifted amortization of goodwill in the second hope so, and we think that each of the public loss of $14 70 billion, up from $8.92 billion for
quarter of this year to allow for certain di- insurance brokers would like to enter 1985 the first nine months of 1983. The under-

Brokers vestitures. Earnings in the quarter were only with a clean slate as far as extraordinary fi- writing loss includes $152 billion in premi-
CE Heam 540 9.2 243 4.5 540-620 4 cents a share, and yet investors, shrugging nancial events are concerned. ums returned to policyholders as dividends,

Hogg Robinlon 220 11.9 97 44 220-213 off the depressed result, ran the stock to the Since most of the write-offs relate to compared with $1.37 billion in the sarne pe-
JH Minst 206 142 7.4 36 206-198 mid-205 subsequently wound-down underwriting, perhaps the bro- riod in 1983.
Sedgmp 324 151 115 35 324-411 The non-recurring charges were virtually kers stand a good chance of not having to The industry's pretax net investment gain
Stew Wrighteon 485 139 21.4 4 4 485-454 incur additional charges Alexander & Alex- in the first nine months of 1984 was $14 61
Wimi Fiber 540 19.3 300 28 540-524 Leonard M. Wilson, a special limited partner ander remains most vulnerable in this realm billion, which was an increase of 12% from
souree. Phmp 01:en/Alan Clition. Inaurance Industry at L F. Rothschild, Unterberg, Towbin in New Reserve bolstering at the British under- $13 05 billion in 1983

Specalists Kitcat & Aitken Stockbrokers,
London York, specializes in insurance brokerage writing subsidiary-reinsurance, to be more The net investment gain consists of net in-

stocks He ts a member of the New York So- precise-cannot be ruled out vestment income and realized capital gains.

Clety of Secunty Analysts The so-called housecleaning has revolved Net investment income, which is primarily
dividends earned on stocks and interest

earned on bonds, was up 10 5%, and realized

Bl Industry Stock Report
capital gains increased by 22.6%.

The figures were release by the Insurance
Services Office Inc. and the National Assn of

DEC. 4, 1984 11/28/84 rHRu 12/4/84 DEC. 4,1984 11/28/84 THRU 12/4/84 Independent Insurers, reporting for 600 in-

Insurance Cos Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High low Vol (000)
surers that account for 97% of the U S prop-

- I-*-- Ill--- -i-- ------- -  erty/casualty business

Aetna Life & Cas Co NYSE 34.88 -3.1 17.9 2.64 7.6 35.63 34.88 826.4 lt ate Fdt,Gt Co NYSE 26 38 14 85 208 79 26 88 26 25 1.020 7 The underwriting loss of $14.70 billion for
American Bankers Ins Group OTC 11.38 -1.1 7.0 0 50 4.4 11.50 11 38 61 3 OTC 27.50 -2.2 54 120 4.4 27.88 27.50 24 3

the first nine months of 1984 was 17.8% of the
American General Corp NYSE 24.75 -0.5 9 1 0.90 3 6 24.75 24.25 890 5 Ust,fe Corp NYSE 34.00 -2 2 9.5 1 04 3 1 35 38* 34.00 269.4

American Indty Fint Corp OTC 16.75 -29 0.0 1.12 6.7 17.25 16.75 34 earned premiums of $82 75 billion By com-
American Intl Group Inc NYSE 63.00 -5 3 12.3 0.44 0.7 66.63 62.75 551.4 Washington Natl Corp NYSE 21.25 -2 9 11 7 1.08 5 1 21.63 21.00 61.2

Zenith Natl Ins Corp OTC 11.25 00 89 068 60 11.25 11.25 40 0 parison. in the sarne nine-month period last
American Natl Ins Co OTC 2863 -13 7.9 108 38 2913 28.63 85.9 ===== year, the underwriting loss of $8 92 billion
Aneco Reins Ltd OTC 1.13 -18.2 0.0 0 00 0.0 1.13 1 00* 14 9 INSURANCE COMPANIES AVERAGE 14 6 3.9

Avemco Corp AMEX 17 75 -4 7 11 9 0.60 3.4 18.75 17.50 8.3 was 116% of earned premiums of $76 94

Banks Iola Inc OTC 4400 11 138 156 35 44.00 43.00 76 Agents/Brokers billion

Bitio Corp OTC 775 14.8 00 040 5.2 7.75 6.75 46 3
Ale:lander & Alexander Sves NYSE 22 25 -8 7 00 1.00 45 24 38 22 25 600 7 Written premiums for the first nine

Carolina Cas Ins Co OTC 300 00 00 0.00 0.0 3.25 3.00 1.0 Baldwin & Lyons Inc OTC 42.00 0.0 14 7 0 80 1 9 42 00 42.00 0.0 months of 1984 totaled $86 60 billion, up 79%
Chubb Corp NYSE 47.38 -2.6 12 1 2 20 4 6 48 00 46 75 389 3 Corroon & Black Corp NYSE 27.75 -0.9 37 0 1.00 3 6 28.13 27.75 47 3

Combined Intl Corp NYSE 35.75 0.7 9.1 2 08 5.8 36.38 35.63 182 5 Crump E H Cos Inc oTc 17.88 -O 7 16 0 0 44 2 5 18 00 17 88 23.0 from $80 24 billion for the same period last
Continental Corp NYSE 34.00 -1 1 226 7 2.60 7 6 34.75 34.00 308.0 Emett & Chandler Cos Inc OTC 11.00 0.0 00 000 00 11.00 11.00 29

Crawford & Co OTC 1850 00 119 0.66 3.6 18.50 18.50 9.0
year

Gallagher Arthur J & Co OTC 27.25 00 195 022 00 27.25 27.25 24 5

Crown Life Ins Co OTC 116 00 0.0 76 400 34 116.00 116.00 0.0 Hall Frank B & Co Inc NYSE 23.88 -15 00 100 42 24.50 23.88 64 9

Employers Cas Co OTC 36.25 0 0 8.3 1.20 3 3 36.25 36.25 2 1 Integrated Res Inc AMEX 1213 -242 4.7 000 00 15.00 12 13* 314 3 Hartford Steam Boiler
Equifax Inc NYSE 33.25 1.5 13.4 1.70 5 1 33.25* 32 63 21 5 Marsh & Mclennan Cos Inc NYSE 53.38 1 4 25 8 2.40 4.5 53.38 52.63 209 7

Farmers Group Inc OTC 5050 -05 109 152 30 52.00* 50.50 971 4 Poe & Assoc Inc OTC 575 00 00 000 00 5.75 575 03

Foremost Corp Amer OTC 2625 -09 154 096 37 26.50 26.25 56.6 The Hartford Steam Boiler Inspection &
Reed Stenhouse Cos Ltd OTC 1750 32.1 33.7 060 34 17 50* 13.13 133 1 Insurance Co. declared a regular quarterly

Fremont Gen Corp OTC 16.00 0 0 22 9 0.48 3 0 16.00 15.75 336 9
27 7

Great West Life Assurn Co OTC 316.00 1.8 8.5 12.00 3 8 316.00 310 50 0.0 AGENTS/BROKERS AVERAGE 28 dividend of 75 cents a share, which is payable
Hanover Ins Co OTC 27.50 -18 13 1 0.56 20 28.00 27.50 27 6

Hartford Steam Boler insptn OTC 58 00 0 0 28 3 3.00 5 2 58 00 58 00 3 1 COn9|OmerateS/HOIdlng COS
Jan 31, 1985, to stockholders of record Jan

Jefferson Natl Life Ins Co OTC 20.13 0 0 9.5 0 44 2 2 20.13 20.13 29 10,1985.
American Express(Fireman's Fd) NYSE 35.13 -4.7 18 3 1 28 3 6 36 38 35 00 2,090.9

Kemper Corp OTC 4275 27 303 180 42 42 75* 42.13 125 5 Anderson Clayton(Ranger/PanAm) NYSE 34 00 -1.8 16 0 1 32 3.9 34 38 33.63 49 6

Lincoln Natl Corp Ind NYSE 37.00 -5 7 86 1.84 50 38.63 37.00 668.4 Armco Inc NYSE 9.25 -7.5 0 0 0.00 0.0 9.75 9 13* 445 1

Mission Ins Group Inc NYSE 8.00 -4.5 0.0 0.50 6.3 8.50 7 88 453 9 CIGNA Corp NYSE 40.00 -3.6 33 1 2 60 6 5 41.00 40.00 691 5 EMC Insurance Group
Northwestern Natl Life Ins OTC 2600 00 101 0.80 3.1 26.25 26.00 276.6 Cty Investing Co. (Home Ins ) NYSE 37.25 -23 9.0 2.00 54 38.00 36.88 9048
Ohio Cas Corp OTC 41.88 -1.2 15.9 2.68 6$ 42.13 41.50 184 8 The EMC Insurance Group Inc in Des

CNA Finl Corp ONA) NYSE 2913 -0.4 14.2 0.00 0 0 29.50 29.13 29 9

Old Rep Intl Corp OTC 32.38 -1 1 65 088 2.7 32.75 32.38 62-2 Control Data (Commt Credit) NYSE 34.00 -3 9 12.2 066 1.9 34 63 33 63 1,341 7 MOlneS, IOWa, haS deelared a qUarterly divl-
Orion Cap Corp NYSE 22.25 -0.6 00 076 34 22.38 22.25 29 5 General Re Corp NYSE 59.38 -2 9 20 7 1 44 2.4 60.50 59.00 126 1 dend of 12 cents per share of common stock,
Preferred Risk Life Ins Co OTC 26.00 0.0 8.5 0.74 2.8 26.00 26 00 5 8 ITT (Hdrtford Group) NYSE 27.50 1.4 7.5 1 00 3 6 27 50 26.38 2,516.7

Provident Life & Acc Ins Co OTC 77.50 -1 9 73 2.88 37 79.00 77.50 10.5 Optimum Hldg Corp OTC 250 0.0 00 000 0.0 250 2.so 4.0 payable Dec. 31 to shareholders of record
St Paut Cos Inc OTC 48.88 -1 5 0.0 3 00 6.1 49.25 48.50 489.0

Sears Roebuck & Co. (Allstate) NYSE 30.88 -4 6 7.8 1 76 5.7 31.63 30.75 1,659.8
Dec. 14.

SAFECO Corp OTC 31.63 2.4 8.8 1.50 4 7 31.88 31.50 214.3 Teledyne Inc (Argonaut) NYSE 259.63 -3 9 76 0.00 0.0 263.75 259 63 389 5

Sri Corp OTC 1675 -29 13.8 0.68 4.1 17.25 16.50 45.1 Transamerica Corp

Se,beli Bruce Group Inc OTC 20.50 -1.2 00 0.80 39 20.75 20.25 30 8 (Occidental & Fred S. James) NYSE 26.25 -3.7 10.9 1.64 6 2 26.75 26.25 224 3 Orion Capital Corp.
Statesman Group Inc OTC 5.25 -2.3 78 015 2.9 5 SO 5.25 34.6

Tok,0 Marine & Fire Ins Co OTC 144.25 3.8 25.0 1.05 0 7 145.50 141.50 18.6 CONGLOMERATES/HOLDING COS. AVERAGE 11 2 2.2
Orion Capital Corp has declared a quar-

Travelers Corp NYSE 36.00 -2.0 9.1 1.92 5.3 36.13 35.75 676.0 terly dividend of 19 cents a share, payable
United Fire & Cas Co OTC 14.50 -14.7 0.0 0.80 5 5 17.00 14.50* 13 ·Record high/low since Jan 1,1984 System design Altman Information Systems Jan. 2, 1985, to shareholders of record Dec

17 .



yodd gotoan expert.
Why buyWorkers' Comp. anydifferently?

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 60% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

Location courtesy of the Owls Head Transportation Museum, Owls Head, Maine.

American
®

AAutual
INSURANCE COMPANIES, WAKEFIELD, MASS. 01880


