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Regulators endorse
open rates for comp

update:

Congress approves

waste site cleanup bill

WASHINGTON-Chemical compa-
nies around the country will soon be
paying a tax on their products to finance
the cleanup of toxic waste sites deemed
dangerous to surroundings.

After months of wrangling, the House
late last week passed a $1.6 billion su-
perfund bill earlier approved by the
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By ELLIS SIMON

NEW YORK-Big savings on workers compensa-
tion insurance are expected if insurance commis-
sioners follow through on their vote to support rate
competition among insurers in all lines of insurance.

The National Assn. of Insurance Commissioners'
market Conduct, Examination and Reporting Com-
mittee Dec. 4 endorsed a competitive pricing model
bill. Full NAIC aplSroval was expected Dec. 5.

It is up to each state, however, to adopt the model
law, which would spur competition by outlawing ad-
herence to rating bureau rates.

Open competition laws exist in 20 states, allowing
insurers to charge whatever they want for insurance.
But no state permits insurers to vary workers com-
pensation rates from those filed by rating bureaus.

Insurance underwriters still compete on price using
various credits and debits, dividend plans, retrospec-
tive rating plans and other devices.

Amendments offered by competition subcommit-
tee chairman Philip O'Conner of lllinois to sooth in-
dustry and trade group objections were adopted by
the parent committee. They are:

* Permit rating bureaus to provide future and loss
trend data for aillines, but not expense or profit data.
Originally future data was banned.

. Eliminate all rate filing requirements except for
personal lines.

. Prohibit adherence to rating bureau rates on
workers compensation, but permit agreed compli-
ance on policy form, risk classification and similar
filings.

Continued on page 56
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Health care plan teaches
valuable lesson in saving

By CAROL G. BLITZER

UKIAH, Calif.-Paying employ-
ees cash incentives for not filing
medical claims is saving the Men-
docino County Office of Education
and its emplOyees $80,000 while
firms around the country are pay-
ingabout 20%.morefortheirhealth

insurance.

The cost-saving Mendocino

plan, a formula for splitting insur-
ance'risks between the district and
its insurer, has become instantly
popular. More than 3,000 firms
have called the office for informa-
tion, says Assistant Superinten-
dent Ed Nickerman. A nearby
school district will adopt the plan
next month.

The new cost-containment tech-
nique allows employees to save

A lesson in saving

Medical
Year claims
1 st $200
2nd (o]
3rd $2,000

Employee's

trust BC/BS

+$300 o

+$500 o

- $500 $1,500
$800

If employee leaves district after these
three years, he would take this amount in

savings with him.

Mendocino Plan

INSIDE: deadline eXférided

money not spent on their medical
care in a trust fund established by
the education office. Interest from
the fund helps the employer pay
insurance premiums.

The district sets aside $500 annu-
ally for each employee and de-
posits it into a trust account. Medi-
cal claims may be made against the
account, and any unused amount
is carried over to the next year.
When the employee leaves the dis-
trict, he or she is entitled to what-
ever is left of each $500 per year.

For example; in the first year an
employee has a medical claim of
$200 and $300 remains in the trust
account. In the following year he
has no claims, so the full $500 re-
mains. In the third year he claims
$2,000, so $500 is deducted from
the trust account and the remain-
ing $1,500 is picked up by the
office's insurer, Blue Cross & Blue
Shield.

The employee retires and takes
out the $800 from the first two
years, which is then taxable.

In the first year of the program,
60 ofthe 113 employees did not use
any of the $500. About 25 used
more than $400 and another 25
went over $500, Mr. Nickerman re-
ports.

The county office saved money
in two ways: It earned interest on
1Ehe trust account (nearly $7,000 so

Continued on page 51

out of claims

Stanley McConner (left), executive director of Chicago State
University Foundation, and Alexander Robinson, Chicago
United acting executive director, are active in the venture.

Chicago unites
iIn generating
minority jobs

By EILEEN NORRIS

CHICAGO-First, get the top black, white and Hispanic execu-
tives together to back a business venture that won't profit them.
Add the factthat those business leaders are working to give away
a percentage of thdir companies' insurance dealings to minority

Mix in a maverick plan to start the nation's first "successful"
minority-owned and operated property/casualty insurance com-
Pany.

What you've got is Chicago United.

It's an alliance of 42 top Chicago corporations, social service
agencies and universities, 50% black and Hispanic and 50% white.
Its broad goalis to create new insurance employment possibilities
for minorities who have traditionally stuck to the sales and market-
ing end of the field.

"Minorities in high school and college hear about marketing and
sales but know little or nothing about jobs in claims, risk manage-
ment and underwritirtg," said Alexander P. Robinson, acting ex-
ecutive director of C

To change that, Mr. Robinson and other Chicago United mem-
bers have taken some big first steps:

+ Within a yea-r, CU hopes to have a blueprint completed for a
minority-owned and operated property/casualty insurance com-
pany. Other attempts to organize such a company have failed be-
cause they weren't backed by big business and the state and fed-
eral government, supporters say. This time there is business sup-
port, and the US. Department ofLabor has given Chicago United a
$75,000 grant to study the feasibility o f the model company.

Continued on page 54

Taking drag Hospital rate review

saves $1 billion
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r-update:

Waste site cleanup bill OKd

Continued from preutous page
Senate The bill has the backing of President Carter and is ex-
pected to be signed into law soon

The superfund bill will allow the government to quickly act
against dump sites that pose a danger to nearby communities, then
to recover those costs from companies found responsible for the
dumps and chemical spills The money will replenish the fund

Of the $1.6 bilhon, 88% will come from an excise tax on chemi-
cals, the rest will come from the government

The bill does not provide for compensation for victims of the
spills. That still must be carried out through the courts

Fires cause $70 million loss

LOS ANGELES-Seven fires that blazed through Southern Cal-
iforma Nov 24-30 caused insured losses estimated at $43 miillion,
the American Insurance Assn says

Total losses are estimated at $70 million, local authorities say

Most of the damage was to private homes and public property

including timberlands, roads and utilities

Miami chosen for exchange

TALLAHASSEE-Miami will be the site for the Insurance Ex-
change of the Americas

The interim board of directors chose Florida's largest city over
two other contenders, Jacksonville and Tampa/St Petersburg

Directors favored Miami primarily because of its transportation
facilities and emerging reputation as a world trade center, an aide
to the state insurance commissioner said Also, Miami Mayor
Maurice Ferre has offered the exchange up to $1 million in funds to
match those contributed by the private sector

VWoman sues Dalkon Shield

CHICAGO-A 33-year-old woman here has filed the latest prod-
uct liability lawsuit against A.H Robins Co seekmg three counts
of $7 million each in damages for causing her inability to bear
children

Margaret Roberts, managing editor ofthe Chicago Lawyer news-
paper, charges the company's intrauterine device, known as the
Dalkon Shield, inserted in 1972, caused a serious infection The in-
fection required extensive surgery and hysterectomy

More than 2,600 claims and lawsuits have been settled by A H.
Robins for Dalkon Shield users More than 670 are pending in state

courts and 310 are not settled But only 11 claims have been
brought to tnal

Pollution requirements upheld

WASHINGTON-Industries that pollute lakes, streams and
rivers must meet federal cleanup requirements regardless of the
cost, the Supreme Court ruled last week

In a unammous decision, the court rejected coal and quarry
industry arguments that pollution requirements should be eased
for companies that cannot afford expensive equipment

Reed Stenhouse names CEO

NEW YORK-Reed Stenhouse Inc , the U S subsidiary of Reed
Stenhouse Cos Ltd., has named Peter G Leitch president and
chief executive officer after a three-month search

Mr. Leitch was president of Insurance Managers Ltd, Reed

Stenhousa's Bermuda-based captive management firm. He has . also will be held, some with simul- cials who are

Surplus broker wins
right to service fee

By RHONDA RUNDLE Montgomery & Collins Inc, which

The insurance department may
had been chargmg a $25 service fee also appeal the decision, industry

LOS ANGELES-Montgomery on policies generating less than sources say, but department offi-
& Collins has won its legal battle $5,000 premium (BIl, March 31)
with the California Insurance De- The surplus lines industry, how- ment

partment, which threatened to re- ever, will have to wait for the

cials could not be reached for com-

The insurance department
voke the surplus lines broker' s 11- court's written findings of fact and charged that service fees are illegal
cense for charging service fees conclusions of law expected later unless both policyholders and in-

The decision handed down by this month before reaching con- surers give prior written consent
San Francisco Superior Court clusions about the future legality Montgomery & Collins argued that
Judge Ira A Brown Jr, vindicates of service fees the fees are not forbidden by any
statute or regulation

The brokerage also stressed that
surplus lines brokers do not deal
directly with policyholders Their
client is the retail broker for whom

Calling all claims services

Are you part of the self-insurance service boom9

Business Insurance will publish a special listing Jan. 5 of claims
administration firms that specialize in self-Insured clients.

Surveys are being sent to the 19 firms hsted in our June 10, 1979,
issue that specialize in clients who self-insure workers compensa-
tion, but we would like to add administrators that specialize in
employee benefits and property/casualty claims

Surveys must be returned to Business Insurance by Dec 19 to be

they negotiate with the nonadmit-
ted insurance market Fees are
charged to the retail broker, who
may choose to absorb or pass
along the cost to the buyer

Without such fees, described as
"standard practice" by Industry
sources, surplus lines brokers say
they cannot afford to handle small,
hard-to-place risks

included m the listing. If you would like to be hsted, write Len
Strazewski, senior editor/features and special reports, Business In-
surance, 740 N Rush St, Chicago, Ill 60611, 312-649-5393

Continued on page 51
Continued on page 51

International

Attorney general
leads crusade

risk confab
set for

NEW YORK-The date is set for
the international gathering of risk
managers Oct 12-14, 1981, in

Monte Carlo

for competition

By JOHN MAES

The International Risk Manage-
ment Conference, modeled after
the annual conference, of the Risk COLUMBUS, Ohio-Ohio At- dominance of Blue Cross & Blue
& Insurance Management Society torney General William J Brown Shield and spurred the growth of
is being Jointly sponsored by would like to be out of the state's health maintenance organizations
RIMS and the European Assn of health care business He's waiting m the state
Industrial Insureds for competition to set him free Results of his efforts are difficult

Two general sessions will be si- "People ask,"What in the heck is to measure in dollars and cents,
multaneously translated in En- the attorney general doing in the Mr Brown says But millions of
glish, French, German and pos- health care business anyway" " he dollars have been turned back to
sibly Italian The topics ofthe gen- said "I want out ofthe health care consumers through health insur-
eral sessions are the state ofthe art business I've got better things to ance rate requests denied by the
of risk management and the inter- do around here As soon as the in- state insurance department over
face of risk managers with in- dustry learns to do things ItSelf, the last few years
termediaries, markets and govern- we're getting out " That sensitized the health care
nnents The Ohio attorney general is the community to the importance of

Two,groups offour split sessions first of a new breed of state offi- cost control, he notes
"That's the

worked for the brokerage for 18 years and succeeds Anthony F ' taneous translation and most held working to stim- goal that over-

Salvatore, who remains a director

Mining firm sues insurers

ST CLAIR, Mich -Diamond Crystal Salt Co says it has filed $10
milhon in claims against six Insurers for the loss of a rock salt
mining installation in Louisiana

, The mine in Jefferson Island, La, was lost late last month when
an 011 drilling rig accidentally punctured the mine shaft, causing
water from a nearby lake to drain into it, Diamond Crystal officials
said

Insurers for the firm Include Lexington Insurance Co , Bell In-
surance Co, Lloyd's of London through C T Bowring & Co, The
Home Insurance Co, Mutual Fire Marine & Inland Insurance Co.
and Utica Mutual Insurance Co

The insurers cover the firm for property losses and business in-
terruption, said G R Thompson, vp for corporate development

in one language In the first group, ulate competi- rides everything
sessions will be held on the risk tiorm im thhe healthhh — \/\/&&"ve created a
management function-Jdob de- care field with e sensitivity in the
scl'iption, internal and external threats of anti- | health profes-
communications (simultaneous trust action

translation), mark«ts-Lloyd's of L~ L ] — = — got to be some
London, the New York Insurance gan crusading cost containment
Exchange, facultative reinsur- agaist the lack of " If we can get this
ance, HPR and capacity (English); health care com- sensitivity about

international employee benefits petition in 1974 who's paying the
(French), and HPR-does it work after noticing the freight for this

in Europe, (German) stuff, the cost
will take care of

heavily indus-
The second group includes the trial state was
role of the intermediary (simulta- feeling the full
neous translation), captive insur- impact of the na-
ance companies as a risk-funding tionwide in-
option (English), international risk crease in the cost
management (English), and quan- of care
titative methods and computers Uit didn’t take
(English and French) a genius to figure
Eight mini-seminars willgiveat- out in '74 that

itself

Mr Brown's
first legal foray
was a 1975 suit
that eventually
led the Ohio
State Medical

Assn to relin-

tendees a chance to interpret for prices were ris- ' YVhat | saw was a mess," says ish control of
Around the states.......... 47 Perspectives .............. 33 each other, with no formal transla- mg at a rate that Attorney General William Brown. Ohio's Blue
Benefitbbeat................ 4 Products&services....... 29 tion supplied was going to be- Shield plan The
Benefit tax slants.......... 35 Washington --16 The topics for the mini-seminars come intolerable,”" he said move caught the eye of the Federal
Bl ticker.. --57 Worldwide...... ..40 are risk management accounting, But he also noticed the medical Trade Commission, which later
Books & ideas...... e communications and risk manage- profession has almost exclusive opened a nationwide investigation
Classifieds . --50 Vol 14, No. 49-Business In- ment, worldwide marine insur- control of the directorship of the into physician domination of Blue

Comings&goings:buyers ....40 surance (ISSN 0007-6864) is
Comings&goings:industry...38 published weekly at 740 Rush

Datebook . | 46 St , Chicago, Il 60611 Second-
Editorial opinions.. . | 14 class postage is paid at Chicago,
Growing pains... _______ .. 44 11, and at additional mailing of-
Imfo..... 28 fices Postmaster Send address
Insurance education........ 3 changes to Business Insurance,
Legal briefs. ..34 circulation department, 740
Letters.... .. ............ 14 Rush St, Chicago, Ill 60611
| London line............... 11 Copyright 1980 by Crain Com-

--41 Mmunications Inc.

ance programs, remuneration for mor health insurance providers Shield plans (BIl, April 16, 1979)
services; employee benefit solu- "What | saw was a mess," he In August 1976, he filed suit
tions (foreign assignees, manage- said "There was little being done against the Mahoning County
ment pension schemes), self-insur- in cost containment by the pro- Medical Society, another hospital
ance, retro rating, captives and viders and | had the autnority in doctors group, and four Youngs-
other financial methods of risk antitrust, so | used it " town physicians for restraining
treatment; practical solutions to Mr Brown began using the trade by conspiring to prevent an
loss control, and construction weight of his office to stimulate HMO from operating The settle-
risks competition when providers ment's most pleasing result was the
Further information will be seemed to violate antitrust regula- growth of prepaid plans m the state
available from RIMS, 205 E 42nd tions Numerous lawsuits during
St, New York, N Y 10017

"Since that Youngstown suit,

. the past five years have Jarred the Continued on page 55



Detection plan

could prevent
trouble: Pros

By RHONDA L. RUNDLE

LOS ANGELES-A well-de-
signed smoke detection system
at the MGM Grand Hotelin Las
Vegas would have sniffed out a
smoldering electrical cable in
the casino hours before the fire
broke out, say fire prevention
specialists.

Automatic sprinklers, activa-
ted by intense heat, might have
extinguished the fire in its early
stages before it flashed through
the casino and generated dense
clouds of smoke that asphyx-
iated many victim 3.

Electrical wires and cables
may have been smoldering up
to eight hours before the Nov.
21 blaze swept through the ca-
sino, reported Las Vegas Fire
Chief Roy Parrish. He believes
the source of the fire was an
electrical malfunction in the
walls near the gaming room.

A dozen people burned to
death in the casino area and an-

other 72 died of smoke inhala-
tion on upper floors of the 26-
story tower. More than 500 peo-
ple were injured in the second
worst hotel fire in U.S. history,
according to the National Fire
Protection Assn. The worst was
in 1946 when an Atlanta blaze
killed 119 people.

The high number of smoke
inhalation fatalities at the MGM
Grand underscores the need fol
early warning systems that set
off alarms before a significant
amount of smoke builds up, ac-
cording to an NFPA spokeswo-

The MGM Grand was not
equipped with smoke detectors
above the public rooms. An am-
plifier system connected to
manual alarms apparently
burned out before anyone was
aware of the fire. The alarm
never sounded.

Sophisticated smoke detec-
tion systems are connected to a
main panel placed in a well-at-
tended area such as a reception
desk, points out Brian Cal-
laghan, technical consultant for
the Wormald International
Group, a worldwide fire protec-
tion company.

The individual detectors are

By MARY ANN MATLOCK

NEW YORK-Insurance isn't a
sacred cow at The College of Insur-

New courses in quantitative
techniques and decision-making
are challenging the purchase of in-
surance as the only way to fund
risk.

Risk management, including the
alternative risk-funding approach
of self-insurance, is a primary fo-
cus at the college, which serves
mostly a working student body.
About 95% of its more than 2,000
students already are employed and
looking to advance their careers.

"We emphasized risk manage-
ment before the term was even
used," said college president Dr.
A. Leslie Leonard. "You don't

solve problems by selling insur-
ance. We want students to under-

strategically positioned in hall-
ways, corridors, closets, false ceil-
ings and other hidden areas. If
there is a fault in the connector ca-
ble linking the detectors to the an-
nunciator panel, a signal flashes at
the main desk, Mr. Callaghan ex-
plains.

"A well-placed smoke detector
should pick up burning cable
within 30 or 40 seconds," Mr. Cal-
laghan noted. In a hotel, he points
out, it is advisable to put detectors
in individual rooms. These would
detect, for example, a mattress fire
caused by someone smoking in
bed.

There is a tremendous potential
for fire protection that is unreal-
ized by insurers and builders, said
Belden Menkus, an independent
security consultant in Middleton,
N.J. Reducing the quick spread of
flames can mean five or 15 pre-
cious minutes to someone trying
to escape smoke or fire.

Sprinkler systems may slow the
spread of flames even if they do
not extinguish them. Fire-resistant

Continued on page 52

The 1977 fire at the Beverly Hills Supper Club

A sophisticated smoke detection system like this one at the Ritz-
Carlton Hotel in Chicago could have averted the MGM tragedy.

Defendants in club fire
pay out over $22 million

By JERRY GEISEL

SOUTHGATE, Ky.-More than $22 million in dam-
ages have been paid out by defendants in the nation's
last mjor fire tragedy before the MGM Grand Hotel
blaze in Las Vegas Nov. 21.

The 1977 Memorial Day fire at the Beverly Hills
Supper Club here, which killed 165 persons, ignited
an unprecedented flame of litigation. At one time,
about $3 billion in damages was sought from more
than 1,100 defendants.

Defendants included the 4-R Corp., owner of the
club; the club's insurers; the nation's major alumi-
num wire and wire insulation manufacturers; a
power company; parts suppliers, and manufacturers
of products used in the club.

Cases are still pending against the wire insulation
manufacturers and product supplier groups.

But the litigation and the settlements should be
completed in about another year, says Cincinnati at-
torney Stanley M. Chesley, chairman of the counsel
committee representing the dozens of plaintiffs.

In February 1979, 4-R Corp. agreed to pay $3 mil-

killed 165 persons. Some suits are still pending.

insurance education

stand the whole risk management
concept.”

Bachelor's degree programs in
business administration and actu-
arial science also have' replaced
programs with associate degrees
in insurance specialties as the pre-
mier programs for advancing in
the insurance business.

Courses in quantitative methods
and decision-making offered un-
der the degree program are draw-
ing big enrollments.

"The obvious trend in business
has been toward more quantifica-
tion. Cash flow is the watchword,
at least for the moment,"” said Mat-
thew Lenz Jr., assistant to the pres-
ident and chairman of the prop-
erty/liability insurance division.

"There's been a significant in-
crease in quantitative methods for
the risk manager," agreed Albert
Beer, associate professor of actuar-
ial science. "lI've seen risk man-
agers becoming more involved in
the corporate structure. Risk man-
agement is no longer equal to in-
surance coverage."

Stronger ties between risk man-
agement and corporate finance are
shifting the emphasis toward
quantifying risk costs and consid-
ering self-insurance.

"Not everyone can retain risk,
but every risk manager may have
to evaluate what risk, if any, can be
retained,” Mr. Beer said.

Quantitative analysis tech-
niques can be taken to the ex-

lion to settle class-action suits seeking $1.8 billion.

Continued on page 53

treme, Mr. Beer and Mr. Lenz cau-
tioned.

"A risk manager should know
what the numbers mean and what
the assumptions are. He should at
least be versed in it, but does not so
much have to understand every bit
of it," Mr. Beer added.

None of this, however, suggests
a sound understanding of insur-
ance principles is no longer
needed. Insurance know-how is
still a foundation and the College
of Insurance can provide it.

"Someone with a strong insur-
ance background and strong eco-
nomic or quantitative techniques
will advance,"” Mr. Beer observed.

"An undergraduate degree in in-
surance makes a great deal of
sense, especially if followed by a'
master's in finance or law degree,”
Mr. Lenz added.

Continued on page 49

f Election

iIn Bermuda
bodes well

By DIANA CHUDLEIGH

HAMILTON, Bermuda-No
matter which party wins the Dec. 9
general election here. the future
should be secure for the insurance
companies and caplives doing
business on the island.

Both the ruling United Bermuda
Party and the opposition Progres-
sive Labor Party have pledged to
encourage the growth ifthe insur-
ance industry as a m:jor force in
the Bermuda economy. More than
1,(00 captives, many set up by U.S.
corporations. and near.y 250 insur-
anee managers and orokers do
business in Bermuda.

The government's attitude to-
ward them is impor:ant to the
prosperity.

Tourism traditionally has been
the mainstay of Bermuda's econ-
omy, but international business, of
which the insurance industry is a
large part, is beginning to rival it as
a close second. Both political par-
ties have acknowledged the impor-
tar.ce of this interna-.ional busi-

The United Bermuda Party, in
its election manifesto, points to the
booming local economy during its
12 years in power.

"l think we should encourage in-
ternational business at the ex-
pense of any further growth in
tourism," said the Hon David Gib-
bons, premier and the leader ofthe
United Bermuda Par-.y. He says
the country soon will reach the sat-
uration point in its tourism indus-
try and will have to turn to trade.

Uhe opposition partyagrees, and
also is dispelling rumors that it
wc uld make regulations stricter
for captive insurers.

In a recent speech, PLP leader
Lois Browne Evans saxi, "A myth
has been circulating that a PLP
government will institite laws or
regulations that will scare away all
the exempted company (captive
insurers) business." She pledges
PLP will honor tax exemptions
given to captives and would en-
courage the orderly development
of international business.

She adds that her paiy has sup-
ported development ofthe captive
industry since the PLFs f.rst elec-
tion platform in 1963.

The election is expected to be
the closest in Bermuda's history.
The United Berrnuda Party pre-
die:s i: will keep its 25 seats in the
House of Assembly and win some
mcte. The PLP says it vill increase
Ks 14 seats to 22 or 24. -

"1 see an increasing demand for
M.B.As," says MigueE Cairol.
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benefit beat

Fight arson with more risk data: NAIC panel

By ELLIS SIMON

N.Y. Blues

hike rates,
benefits

buildings are the most likely arson tar- tablirsh the amount.

gets, an NAIC official explained. The - The dates and selling prices of the
NEW YORK-States Shduld demand prablem is not limited to small busi- property in all real estate transactions

lengthy financial and safety histories ness€s, he added. Some torched proper- during the last three years.

from firms. seeking fire insurance in ar- ties:have multimillion dollar values. - The applicant's loss history for the

son-prone areas, saysa National Assn. of S:ates adopting the anti-arson appli- |ast five years regarding any property in

Insurance Commissioners subcommit- eaton model bill would require insurers which the applicant held an equity inter-

tee. to use special application forms before est mortgage SUBSCRIBERS TO Blue Cross
° & Blue Shield of Greater New

The NAIC property subcommittee ap- accepting commercial fire insuranee -All taxes unpaid or overdue for one
proved the model anti-arson application risks and some other policies on prop- or more years and any mortgage pay-
bill developed by the NAIC anti-arson erty in arson-prone parts of a state. ments overdue by three ormore months.
task force during the group's annual The proposed anti-arson application - All current violations of fire, safety,
meeting last week. FulliNAIC endorse- would require policy applicants to pr6- health, building or construction codes.
ment was expected Dec. 5. vide: - The present occupancy.

The model bill, which will be offered = The name and address ofthe appli- Insurers would not be permitted to
to state legislators for local adoption, is cant and any mortgagees and other par- deny coverage for a property solely be-
designed to give law enforcement offi- ties who have an ownership interestin  cause it is in an area covered by the anti-
cials more information to spot potential the property. arson application. However, they could
arson-for-profit cases. D The amountofinsurance requested cancel coverage for misrepresentation

Commercial property- and apartment and th€ method of valuation used to es- of information.

York are paying an average 17.8%
more in rates and receiving some
new benefits after the New York
Insurance Department approved
the increase.

Blue Cross amended its hospital-
ization contracts to provide inpa-
tient psychiatric care, an experi-
mental provision expected to add
2.3% to the cost of the contracts. It
is subject to an annual review.
Other new benefits include an in-

crease in home care benefits to 200

Yeste rday's costs using tomorrow's technology...Today.

ClaimFacts is an advanced on-line

health claims administration system which
may 1]e used by insurance companies, or
employers and associations with self-
funded or unde,written plans.

ClaimFacts provides total automation
for the processing of all types of health
benefits plans, including basic and Major
Medical, dental, vision, prescription drugs,
and disability. The system has the
capability for on-line inquiry, eligibility
verification, adjudication, coordination of
benefits, and letter generation.

O Please call

ClaimFacts can be installed at your
office for use by your staff using your
hardware or ours. It is available on a
service, lease or purchase basis for HP or
IBM systems.

Claim Facts joins IMPLEFACTS, the

deferred recordkeeping specialists, as a
member of the Thomas National Group.

ClaimFacts satisfies the unique

requirements of insurance companies and
third party administrators.

O ClaimFacts
D Send information about:
O ImpleFacts

Name —
T 1tle
Company
Address
Cit -
Y State Zip
Phone

visits a year from 100 visits and a
removal of the 40-visit limit on
home health aide visits.

The Blues also amended medi-
cal/surgical contracts to cover an
initial checkup for newborn in-
fants and to eliminate the $20 de-
ductible for diagnostic X-rays and
laboratory services on its execu-
tive indemnity | contract.

Group monthly premiums for
basic hospital coverage 21+ 180
rose to $18.10 from $14.70 for indi-
viduals and to $48.20 from $39.50
for families; for basic hospit:al 120,
premiums rose to $20.50 from
$19.60 for individuals and to $54.60
from $46.10 for families.

Basic surgical/medical $7,000/
$8,000 rates rose to $3.56 from $3.40
for individuals and to $9.96 from
$9.45 for families; executive in-
demnity | rates rose to $5.59 from
$5.05 for individuals and to $16.38
from $14.84 for families.

PSRO program

The lowa Professional Stan-
dards Review Organization will re-
view lowa Blue Cross subscribers’
use of member hospitals begin-
ning Jan. 1.

The plan, which operates in 73 of
99 lowa counties, has expressed
concern aboutthe "statistical aber-
ration” in the high rates o f hospital
admissions and days of care com-
pared with regional and national
programs. Half of the hospitals al-
ready participate in voluntary uti-
lization reviews.

Blue Cross has told the hospitals
it wants to see tangible results
from the PSRO review program in

one year.

Cost containment

The Massachusetts Hospital
Assn. and Massachusetts Blue
Cross have agreed to cost-contain-
ment measures in their new three-
year contract governing $2.5 bil-
lion to $3 billion in subscriber pre-
miums.

Provisions include:

- An increase in the number of
medical conditions subject to re-
view in hopes of cutting down on
unnecessary hospitalization. The
plan hopes to reduce hospitaliza-
tion levels to 500 days per 1,000
subscribers from the present 700
days.

= A program to cut out unneces-
sary laboratory tests and X-rays.

- Stronger penalties for hospi-
tals that refuse to follow health-
planning recommendations.

- A new committee on medical
practice to provide physicians
with statistical information indica-
ting quality of care in various hos-
pitals.

The Blue Cross-MHA contract is
subject to approval of the state
ratesetting commission.

Made anv benefit changes? Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, lIl. 60611
or call 312-649-5430.
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lIA honors top scholars

KANSAS CITY, Mo.-Kathryn J. Mcintyre, edi-
tor o f Business Insurance, was among Insurance
Institute of America students recognized at a lun-
cheon here for top scholastic performance 6n IIA
prOgram examinations.

Ms. Mcintyre was awarded a plague and check
for $75 for scoring the highest grade ofall students
in the country taking the Risk Management 56
examination in December 1979. RM 56 is one of
three courses leading to the designation of Associ-
ate in Risk Management conferred by IIA. Ms.
Mcintyre expects to complete the program
courses in May 1981.

Top scholars for individual examinations and
completion o f IIA programs were honored during
a two-day program Nov. 23-24, which included
recognition and conferment of new Kansas City
area members of the Society of Chartered Prop-
erty & Casualty Underwriters. A cocktail party
Sunday evening was sponsored jointly by the
Kansas City chapter of CPCU and the institute, as

was the awards luncheon. A breakfast for the in-

stitute award winners was sponsored by the insti-
tute.

Among the award winners for scholastic
achievement in completing an IIA program was
George B. Netherton IV of Sperry Corp. in New
York, who won the RIMS James Cristy award.
RIMS presents the Christy award to the top stu-
dent completing the Associate in Risk Manage-
ment program among students employed with
risk management responsibilities.

The top scholars in the Associate in Risk Man-
agement individual exams were: Michael A. Force
of Moore International in Portland, Ore., for RM
54 in the December 1979 examination; Jeffrey L.
Shue of Underwriters Adjusting Co. in Atlanta for
the RM 54 May 1980 exam and Kenneth A. Morley
o fdJohnson & Higgins ofWilmington, Del., for the
RM 55 exam in May 1980.

Other special award winners were:

- Jeffrey G. Weiss of Kemper Insurance Group
in Mt. Prospect, Ill., who received the Ben S.

Continued on page 43

HANSTAR:
SEEING IS BELIEVING.

Kathryn J. Mcintyre was the top
scorer on the RM 56 exam.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do foryou.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition

of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering

appropriate plan revisions.

HANSTAR's flexibility in claim administration extends
to the full spectrum of fully insured, MPA and ASO plans.

See what HANSTAR can do for you. Call Paul H. Gregg,
Vice President, at (617) 421-6205 and ask for a HANSTAR

demonstration. Seeing is believing.

J Mutual

Life Insurance

Company

Boston, Mass.

Unions

seek relief

from suits

By DAVID SPERLING

NEVWW YORK-Unions want
higher worker compensation
benefits to remove the pressure of
growinglawsuitsagainstthem
from members disgruntled over
low benefits.

They say the suits result from
whatone union counsel calls a

"dramatically inadequate" system
of reimbursement that limits em-

ployer liability for workplace inju.
ries.

Barred by law from filing dam-
age claims against their employ-
ers, injured workers are increas-
ingly turning against unions as
third-party defendants.

"Since unions have a contractual
relationshipwiththeemployer
and since we have no statutory
protection against such suits, we
are becomingthe scapegoat for
employerdereliction,” said J.C.
Turner, president ofthe Interna-
tional Union of Operating Engi-
neers.

The unions also have found they
cannotpurchaseinsuranceto
cover awards in such lawsuits. The
liability insurance is either imprac-
tical or unavailable, they say. In-

surers agree.

Thesuitschargetheunions
failed to ensure a safe worksite or
provide adequate warning against
hazardous substances or condi-
tions.

Suchlitigationisproviding
unions with added incentive to
"revamp our crazy-guilt system of
workers compensation,” Mr.
Turner said. "We must strip away
the immunity that allows employ-
ers to ignore their properdebt to
thosetheyemploy.”

Unions are worried they will be-
come increasingly popular targets
as inflation continues to outpace
increases in workers compensa-
tion benefits in many states. So far,
however, injured workers have not
had much success in pinning lia-
bility on unions.

George Cohen, counsel forthe
United Steel workers and the
AFL-CIO, said he was aware of "a
dozen to 20" such cases in recent
vears.

In only one case, however, was
the union held liable-and only be-
cause it had expressly assumed re-
sponsibility for workplace safety

in its-contract. Workers' health and '

safety has traditionally been the
responsibility of management.
Union representatives say the
only way they can r'educe their lia-
bility is to exerciseextreme eau-
tion in negotiating contract lan-
guage covering health and safety.

Liability insurance, they say, is
not a practical solution. The
Steelworkers and Teamsters, for
example, have thousands of local
unions, each of which is largely au-
tonomous and purchases its own
mnsurance.

Mr. Turner of the operating engi-
neers union said liability coverage
also would require "agreatnum-
ber o f policies" since litigation is
based on an "almost endless” va-
rietyofsituations.

In addition, such coverage is dif-
ficulttofind.

Underwriters would find the
risk"too difficult toassess"” be-
cause it involves a whole new area
of liability, said Bill Richards, se-
nior vp atFrank B. Hall.

He and other brokers added that
insurers generally approach
unions"somewhat warily" if at all
because of poor publicity and con-

cerns about administrative compe-
e e —— _ —
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Court rescinds reinsurance coverage

By RHONDA L. RUNDLE

OMAHA, Neb.-The Unigard
Mutual Insurance Co. is stuck with
full liability for past and future
claims against some of its policies
because four reinsurance treaties
on the risks have been rescinded
by a U.S. District Court here.

The court said the coverage was
void because Unigard deliberately
misled its reinsurers about the un-
derwriting mechanism it used to
produce the business. However,
Unigard is appealing the decision.

Allen-Miller & Associates of San
Francisco and New York per-
formed the underwriting for many
Fortune 500 companies for two
years. The jumbo contracts were
never scrutinized by Unigard cor-
porate underwriters despite refer-

ence in reinsurance treaties to

KEYSTON ES FOR TOMORROW.

Unigard's "excess and special
risks department,” according to
court documents.

The court determined that Uni-
gard did not clearly and fully com-
municate to its reinsurers the role
and scope of Allen-Miller as the
insurer's managing general agent
with unlimited autonomy and con-
trol over the underwriting. Calvert
Fire Insurance Co. and Central Na-
tional Insurance Co. were the rein-
surers.

The decision could have a pro-
found impact on the way insurers
do business with managing gen-
eral agencies, says one reinsurer's
attorney. Insurers must recognize
a duty to disclose such loose un-
derwriting arrangements to their
reinsurers, he says.

The decision does not directly
affect the policies of companies

-®

bk

that obtained coverage through Al-
len-Miller. All valid claims against
the policies have been paid in a
timely manner, Unigard says.

Unigard will appeal the decision
filed Oct. 10 by U.S. District Judge
Robert V. Denney. The signifi-
cance of the outcome may extend
beyond this case because Unigard
is defending two other similar ma-
jor lawsuits.

Cancellation of the treaties
leaves Unigard liable for $4 million
in reported and paid losses and an
indeterminable amount for future
losses that could develop. The
treaties were in force during 1972-
74 and indemnified Unigard
against high excess/surplus casu-
alty risks that typically carry a very
long tail.

Unigard is continuing to receive

STABILITY.
INTEGRITY.

Building a strong tomorrow is an
objective challenged by today's soft mar-

ket and pervasive business uncertainty.
Associated International Insurance

Company is meeting the challenge by
structuring our future on the keystones of

new notices of claims from such
exposures, the company acknowl-
edges. For example, one of the
insurer's mAjor policyholders in
the mid-1970s was Hooker Chemi-
cals & Plastics Corp. It continues
to file substantial claims arising
out of hazardous waste damages in
Love Canal, N.Y.

In the pending cases, about $5
million in known losses is at stake
in an action brought by reinsurer
Presidio Insurance Co. in Los
Angeles Superior Court. An inde-
terminate liability is also in litiga-
tion in New York in a suit against
Unigard brought by the North
American Co. for Property & Ca-
sualty Insurance, a Connecticut
reinsurer.

Daniel Simon, an attorney repre-
senting Presidio Insurance Co.,
says a court hearing in Los

11

11

stability and integrity. These timeless
principles will support our pledge of
dependable, equitable and continuing
underwriting of excess and surplus lines.
Associated's promise is a keystone our
producers and irsureds can build on.

ASSOCIATED INTERNATIONAL INSURANCE COMPANY

Member Stewart Wrightson Insurance Group, London

Excess -« Special Risk = Surplus Lines - Liability and Property

Home Office: 3670 Wilshire Blvd., Los Angeles, CA 90010 « (213) 385-2017 Telex 67-3231

Cosmos Management Services Co., an lllinois corporation

Chicago Office: 300 West Washington Blvd., Suite 1405, Chicago, IL 60606 - (312) 346-4560 Telex 20-6311

Business accepted through speciAcally qualified surplus line brokers.

Angeles probably will be delayed
pending a resolution of the Ne-
braska appeal. He believes the Cal-
ifornia court will look to the Ne-
braska appeals court for guidance.

Hoyt Wilbanks, Unigard general
counsel, does not agree. "Appeals
don't always prevail," he pointed
out. "Each case is decided on its
own facts." He concedes, however,
the Nebraska suit will be difficult
to appeal because there is a heavy
burden on the appellant to dispute
facts established by the lower
court.

The pending litigation continues
in the story of the now-defunct Al-
len-Miller agency. A lawsuit
brought by Unigard against the
company a few years ago put it into
bankruptcy, Mr. Wilbanks said.
However, there were no assets left

to recover.

The agency was in business
from April 1972 through Novem-
ber, 1975, headquartered in San
Francisco with a branch in New
York. Founders Bill Allen and
John Miller formerly worked at
C.D. Starr-West Coast, an excess/
surplus lines agency that is a sub-
sidiary of C.V. Starr & Co. in New
York. Through this connection,
they apparently developed high-
level contact in most mgjor U.S.
corporations.

Allen-Miller was astonishingly
successful, employing about 100
people at its peak. In three years,
the agency wrote"a piece ofnearly
every Fortune 500 company's
risks," an underwriter who once
worked at the agency told Business
Insurance.

The facility offered limits that
others couldn't reach and at ex-
tremely competitive rates. Al-
though the soundness of the un-
derwriting has been questioned, it
is clear the business did not
promptly appear on the agency's
books. Premium income swelled
to sums much greater than Uni-
gard or its reinsurers realized until
later.

In their suit against Unigard,
Calvert and Central National con-
tended Unigard breached its rein-
surance agreements by failing to
keep accurate records on the busi-
ness underwritten by Allen-Miller.

In his memorandum opinion,
Judge Denney quotes Unigard's
own officers who described the
books and records kept by Allen-
Miller as a"mess," an "accounting
nightmare,"” "grossly in error.” .

Advisory panel

members named

WASHINGTON-Secretary of
Labor Ray Marshall has appointed
two new members and reap-
pointed three current members to
the Advisory Council on Em-
ployee Welfare and Pension Bene-
fit Plans. The council advises the
Labor Department on pension and
retirement issues.

The new members are Harold P.
Kneen Jr., director of employee
benefits at IBM Corp. in Armonk,
N.Y., and Frank H. David, vp and
associate actuary at Prudential In-
surance Co. in Florham Park, N.J.

Reappointed to the advisory
council are: Andrew J. Capelli,
partner at Peat, Marwick, Mitchell
& Co. in New York; Lawrence
Smedley, associate director of the
department of Social Security at
the AFL-CIO in Washington, D.C.,
and Jozetta H. Srb, research asso-
ciate at Cornell University's
School of Industrial and Labor Re-
lations in Ithaca, N.Y.

Mr. Kneen will represent em-
ployers, Mr. David the insurance
field, Mr. Capelli the accounting
field, Mr. Smedley employee or-
ganizations and Ms. Srb the gen-
eral public. .
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1 Employee Benef

'Fis;Z&*ations ﬁm]
At st here gs aninformative hatbdoR for'rakiry,

benefit communica:kns more effective!
Successful steo-by-slep techniques are revealed to

increase emplcyee in- erest understanding, aporeciaticn ard
prudent use of oenefi-s.
Written by award-whning creative director Dennis
Hommel, this c)nci:e manual tells how to evaluate available

media, select a comrunications consultant, plan an effective

creatlve strategy, determine true costs and execute mes-

sages dynamlcally

t"also gives tips on how to gain management approval

for an ongomg comm.inications bud%et and much more.
uly a val-Jabl

e Juide for any enefit Manager.

HBr s —-—

EnpARe RSl

nm-=|V

$20.00, PSH anc sales tax included. 30 day money back '®r ke Er>ree enf.

guarantee. D&B rated firms may send P.O., others mus-

include payment. ND CODs.

UPG Publicatiors Division, Dept. 812, Box 700, Redwood City, CA 94064.

SMQei

4.

Eleonm} :

Delaware ruling
could raise cost

of D&O defense

DOVER, Del.-Defense costs for
certain directors and officers suits
could increase tenfold if the Dela-
ware Supreme Court bans use of
special board of directors commit-
tees to defend these cases, experts
say.

The special committees, com-
posed of directors not named in a
suit, are a favorite technique for
defending actions brought by the
shareholders on behalf of the cor-

1"'344-/d poration.

one-tenth of what would be spent
if the suit went to trial, says direc-

Thecracktroopmission
writing the
toughexcesscasualtyclasses.

Increasingly,

"-25 over the years,

rfry«+ calllngnon Baccala &

Shoop has become the

instinctive thing to do for

brokers seeking coverage for unorthodox risks.

To this specialty, the crack troop of Baccala &
Shoop brings a great deal of behind-the-lines
experience reinforced by intuition and
innovation. And because each excess program
requires a strategic approach all its own,
there's no such thing as an underwriting

- assembly line at Baccala & Shoop.
It takes considerable in-house capacty

to be as active as we are in these markets.
Consider the casualty policy limits of

Baccala & Shoop: up to $10,000,000 in
Umbrella Liability, up to $5,000,000 in

Excess Workers Compensation and up to
$1,000,000 in Gap/Buffer Layers. For property

coverage, our limits are up to $10,000,000 per
risk as first loss or excess of loss.

, Something else we bring to producers is
market consistency. We don't open the
door on hard-to-place classes when

the economy is good and then slam it during
a slowdown.

For the highest degree of professionalism
in excess and surplus lines, call on
Baccala & Shoop-the crack troop

that's deployed from coast to coast.

Baccala & Shoop

Tne crack troop
in underwriting management.

Atlanta Chicago
(404) 231-9272 (312) 853-2777

Columbus, OH Dallas Denver
(614) 846-6666 [214) 233-0201 (303) 399-4023

Minneapolis

(612) 545-4300

Houston Los Angeles
(713) 777-4530 (213) 385-6266

New York
(212) 943-2070

Philadelphia Phoenix
(215) 567-2700 (602) 957-4580

San Francisco Seattle

(415) 777-4300 (206) 624-8711

They can dispose of a case for

tors and o fficers law expert Wi*

liam Knepper of Knepper*
White, Arter & Hadden of Co,

lumbus, Ohio.

The committees typically r

view these suits-referred to al

derivative actions-and seek 4
have them dismissed on thek

grounds the}/ are not in th
irm’'s iNnterest.

Although most states recog-
nize these panels and courts-{-
generally accept their findings,
the Delaware Court of Char.4-
cery last year did not do so in-
deciding a derivative action,»
filed by Zapata Corp. share- S
holder William Maldonadot
against former Zapata chair- S
man William H. Flynnandeight»
other directors.

If the lower court ruling is up-*»
held, its impact could be tre#
mendous because Delaware i*,

the leading state for charterin*
corporations.

Director and officers liabilit*
insurers will probably bear th#

economic brunt.of.such a,nu

special board committee. "cont
panies don't even report it t

their D&0O underwriter," sai
Swett & Crawford senior v
Thomas McHugh of Lo*
Angeles.

If defense costs increase, in «
surers will pay the added fees#tf

and subsequently seek to pass '
them on to policyholders.

Corporations denied use
special outside directors con¥,
mittees no longer would hav*
an objective mechanism to d
termine whether corporate a
sets should be spent to defen
the accused directors and off ;
cers, notes James Donahue, v
of Houston-based J.H. Blade
& co.

Management either woul
automatically protect director'™
and officers or let the courts d
cide, he adds. "If I'm sued and
presupposethe corporation ca
indemnify me, that's not a fa
deal for shareholders.”

Special directors committee
have found instances whe

derivative actions against ce
tain directors and officers wer
justified, notes Wilmington a
torney Robert K. Paysonof Po '
ter, Anderson & Corroon, wh'

is handling Zapata's appeal.

Oral arguments in the cas
were heard in mid-October.
ruling is expected by the end d»
Feburary, Mr. Payson says.

The action against Zapat
which seeks to recowv
$850,000, stems from a con¢
pany decision in 1974 to allo*,
six officers to exercise a stow
option purchase just before t
company announcedanoffer
buy back its stock at $7 abo
the market value at that time '

As a result, the officers r
ceived a combined capital ta
savings of $850,000, whic,
plaintiff Mr. Maldonado co
tends should have accrued t
the company.

Mr. Maldonado's attornelf
could not be reached for co
ment.

The Delaware Court of Cha .
cery voided its decision in th 5
Zapata case because similari
sues were decided by a U. ,,
District Court ir=New York, bu 61
the appeal remains alive be -
cause of the question over use t.t
o f the special directors commit-

- e.— — = —



By JOHN H. MILLER

LONDON Britain is pre-
pared to accept the strict un-
iform product liability law rec-
immended by the European
rconomic Community, but will

nsist manufacturers be al-
owed a "state of the art” de-
ense.

In a recent debate before Par-

ament, proponents ofthe draft
,roposal downplayed fears that
he law would cause the num-
)er of product liability suits to
;kyrocket, leading to higher
premiums. Some MPs also
urged the government to pro-
vide.assistance to supplement
insurance coverage in the event
of a product liability catastro-
phe.

The bill would make manu-
facturers liable for "develop-
mental risks"” and bar suits 10
years after a product was first
sold.

"Insurance costs will vary be-

ween industries, but everyone
tccepts they will be less than
hose experienced in the U.S.
iarket, as our courts act very
ifferently in awarding dam-
ges," said Sally Oppenheim
onsumer affairs minister. "l
ope we've all learned lessons
om the disastrous U.S. experi-
ices."

MP Ivan Lawrence con-
:nded he had been told U.S.
remiums had gone up 26 times
ecause of liability lawsuits,
ut another MP, John Fraser,
.aid the "litigious nature" ofthe
J.S. public led to many legal
laims and that he was disin-
lined to accept stories about

, Xcessive premiums.

MP lan Mills complained that
nall firms might have diffi-
ulty getting coverage for "in-
ovatory products.”

Another MP, Cranley
,nslow, said he had heard of a
,horrendous case" involving.a
T.S. Navy plane that had been
own by experienced military
-ilots for more than 30 years. It
,ras later flown by a private
viator, who forgat to switch
ne fuel from one tank to an-
therbecause the markings had
een rubbed out. He crashed
ito the sea. His widow claimed

amages on the grounds the
lanufacturer should have anti-

ipated this could happen.

Mr. Onslow did not know
-here the case had occurred or
s outcome, but believed it
ointed out the difficulties that

ould be caused by long-term
roduct defects.

dgent orange

U.K. farm workers have sug-
ested the herbicide 245-T, or
gent Orange, the subject of
wsuits by Vietnam veterans
,. the United States, should be
anned for agricultural use in
ritain.

But Agriculture Minister Pe-
r Walker has said precautions
iould be imposed on use ofthe
:rbicide, instead of banning it,
,ntil a health and safety report
N pesticides is published
hortly.
' The government is -likely to
ivestigate the suspected car-
inogenic effects of the herbi-
idle if agricultural workers de-
iand greater protection.

'oor results

U.K. insurers reported dete-
,orating results for the third
uarter of 1980, reflecting wors-
:ning experience in the United
States and Canada.

Commercial Union, with a

statutory operating ratio of

london line

104.El%, faces U.S. losses that have
almost tripled in the first nine
months ofthis year. CU hasimpro-
ved its returns from the Far East,
but has had bad results from much
of Western Europe.

General Accident and Royal also
have experienced adverse results.
General Accident faces underwrit-
ing losses in all other major territo-
ries, with Europe, Australia and
New Zealand showing the most
deterioration. The outlook for

Royal is similar.

payment from the London.market
to cover the recent crash of a Ko-

rean -Airlines Boeing 747.

Certificates given

Seven safety.professionals have
been awarded certificates in risk
management from the British
Safety Council.

Persons who receive the certifi-
cate and have at least two years of

experience in industry will be con-
sidered for inclusion in the new

Faculty of Risk Management es-
tablished by the council.
Lord Robens of Woldingham is

the first patron of the faculty. He
was chairman ofthe Robens Com-

Crash payout

International broker Stewart

Wrightson has made a $38 million

7 ' FAME
&FORTUNE
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U.K. see ks state of art’ liability defense

mittee, whose recommendations

led to the Health and Safety at
Work Act.

Maritime bureau

The International Chamber of
Commerce and marine insurance
experts have set up a maritime bu-
reau to combat shipping fraud.

It will be headed by U.K. crime
expert Eric Ellen, chief of the po-
lice force patrolling the Port of

London, and will be operating by
next June.

The chamber will. collate infor-
mation on. suspected transit and

other frauds throughout the world.
It will work with its contacts in 60

countries to alert marine insurers
and trade organizations to possible
cargo swindles and will operate in
conjunction with the United Na-

MARKET TURN AROUND

( A brighter look at our industry's obsession )

CMI, of course, knows the precise date

this market is going to turn around. As spe-

cialty risk brokers and underwriters, it's our business

to know and flow with the cycles. And we have the

substance, structure and stability to continue to

operate efficiently and effectively under all market
conditions.

But rather than revealing the date now, we'd
like to see how creatively prophetic you are. Tell us
when you think the market will turn around. More im-
portantly, tell us what will be the standard by which
everyone else will know it has turned around. (This
can be anything from the prime rate hitting 4% to
a plague of locusts hitting London.)

Entries will be judged on the basis of creativ-
ity, imagination and a touch of whim.

So check the rules and prizes. Then enter
and win Fame and Fortune!

* OFFICIAL RULES ".

« Everyone is eligible to enter except employees of-CMI and their
immediate families.

» Entries will be judged on the basis of creativity, imagination and
relevance to the insurance industry.

« Decisions of the judges will be final.

« All entries will become the property of CMI.

* You may 6nter as often as you like, but all entries must be received
in our offices by January 31,1981.

= Mail entries on your company letterhead to: CMI Market Turn

-1 Around Contest, 160 Water Street, New York, N.Y. 10038.

Note: items pictured above are not prizes in this contest.
They were included to get your attention. And they did.

tions InterGovernmental Mari-
time Consultative Organization.

Unprofitable year

Marine underwriting at Lloyd's
is unlikely to show a profit for 1979
even when investment income is
taken into account, underwriters
are warning syndicate members.

When 1979 accounts are closed
in 1982 under Lloyd's three-year
accounting system, casualty fig-
ures are likely to hit record levels,
they warned. Both hull and cargo
portfolios are expected to suffer.

Many marine syndicates are
writing well below their normal ca-

-pacity on the advice.of their lead

underwriters. Some larger syndi-
cates are writing as little as 30% of
their traditional capacity until ra-

tTes improve_ =

You will receive a handsome

FAME-

' engraved plague officially nam-
ing the Market Turn Around Indicator after
you. Because we expect it to take its place
alongside other famous business and eco-
nomic barometers (like freight car loadings
and housing starts), the plague will include an

actual working barometer.

AND FORTUNE:_ You will also

year subscription to Fortune!

100

receive a two-

CONSOLATION PRIZES

We will send you a permanent unit which displays the ac-
tual, precise date upon which the market will turn around
along with a great many others...including the dates of

future cyclical changes.

C.MU

CAPACITY MANAGERS INTERNATIONAL, INC.
160 Water Street, New York, N.Y. 10038 (212) 344-5300
New York - Chicago - Los Angeles
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Entry deadline extended
for risk manager award

CHICAGO-You have two extra
weeks to polish your nominations
for the Business Insurance Risk
Manager of the Year award. The
deadline for receipt of nomina-
tions is being extended to Dec. 29.

The 1981 Business Insurance
Risk Manager of the Year competi-
tion will recognize four outstand-
ing risk managers.

One risk manager whose accom-
plishments stand head and shoul-
ders above those ofthe other nomi-
nees will be named the Risk Man-
ager of the Year.

Three more risk managers will
be named to the 1981 Business In-
surance Risk Management Honor
Roll. The three will be those whose
accomplishments are the most im-
pressive in three employment cat-
egories not represented by the
Risk Manager of the Year.

The four categories are large cor-
poration, small corporation, gov-
ernment entity and tax-exempt or
not-for-profit institution.

Thewinnersofthefourthannual
competition will be announced in
the Apri16 issue of Business Insur-

The winner employed by a gov-
ernment entity will be honored at
the annual meeting of the Public
Risk & Insurance Management
Assn. May 17-20 in Denver.

The Risk Manager of the Year
competition was instituted by
Business Insurance in 1978 on its
10th anniversary of publication.
The competition is designed to
heighten awareness of the impor-
tance of risk management and to
further development of the profes-
sion by recognizing outstanding
risk managers.

The winners are selected by a
panel of 10 judges who are leaders
in the insurance and risk manage-
ment fields. They judge the nomi-
nations against nine criteria.

The judges are E. William Alt-
staetter, staff vp for pensions, in-
surance and risk management at
Rockwell International Corp. in
Pittsburgh, who joins the panel
this year as a representative of the
risk management community. Mr.
Altstaetter is a former national
president of the Risk & Insurance
Management Society and a recipi-
ent of its Goodell Award.

Also representing risk manage-
ment is Ralph E. Gentry, insur-
ance manager at Times Mirror Co.
in Los Angeles and a past national
president of RIMS.

Thomas V. Hallett, the 1980
Business Insurance Risk Manager
of the Year, joins the panel this
year in the tradition of naming the
previous Risk Manager of the Year
a judge. Mr. Hallett, risk manager
at General Motors Corp. when he
won the 1980 award, is now vp and
director of risk management for
broker Frank B. Hall & Co. in
Briarcliff Manor, N.Y.

New to the panel this year and
representing the insurance broker-
age community is Robert Clem-
ents, president of Marsh & MeLen-
nan Inc., the largest brokerage.

Also representing brokers is Wil-
liam C. Cohen Jr., president of In-
surance Management Associates
Inc. in Wichita, Kan., and a panel
member last year.

The insurance company repre-
sentatives are new.

Joseph P. DeAlessandro, presi-
dent of National Union Fire Insur-
ance Co. of Pittsburgh, an Ameri-
can International Group company,
is representing stock insurance
companies. George R. West, chair-
man and president of Allendale
Mutual Insurance Co. in Johnston,
R.l., is representing mutuals.

The risk management consult-
ing community is represented this

year by Bud Griffin, president of
Warren, MeVeigh & Griffin in
Newport Beach, Calif.

Returning from last year's panel
to represent insurance educators is
Thomas B. Morehart, associate
professor of insurance at Arizona
State University's College of Busi-
ness Administration.

Also returning to the panel rep-
resenting corporate senior man-
agement is Kenneth F. Reimer, ex-
ecutive vp of operations at Dallas-
based Lehndorff Group of Cos., a
real estate holding and develop-
ment company.

Previous winners ofthe Business
Insurance Risk Manager of the
Year award are Howard T. Weber,
director of insurance at 3M Co. in

St. Paul, in 1978, and Edward
Eric:cson, director of insurance at
ABC Corp. in New York, in 1979.

Anyone practicing risk manage-
ment can be nominated.

Nominations may be submitted
by anyone in risk management or
commercial insurance.

Forms and instructions for
nominating cand.dates may be ob-
tained by writing Business Insur-
ance, 740 N. Rush St., Chicago, Il
60611, Attn.: Risk Manager of the
Year; or call 312-649-5398.

Nominations are confidential;
orly winners are announced.

Persons nominated in previous
years are eligible for the 1981 com-
petiion, but the nominating state-

ments must be resubmitted. .

Criteria for selection

Thejudges will use nine criteria to select the 1981 Business Insur
ince Risk Manager of the Year and the 1981 Risk Management
Honor Roll. They will score candidates on how well they:

. Established an effactive risk management program.

. Tackled and solved one or more mjor problems.

. Innovatively apply the diverse tools of risk management and
mnsurance.

. Creatively and effectively use the insurance markets.

j - Established a workable intelligence system inside and outsidel
the organization, culminating in access to a flow of inforryiation
about events and activities that affect the organization's risk man-
agemen: afid insurance.

. Skillfully apply the principles of management in the overall
organization and within the risk management/insurance depart-
ment

. Achieve the most effective program at the optimum cost over
the long term.

* Developed technical expertise in any or all of the broad catego-
ries included within risk management (insurance, safety, law, in-
dustrial hygiene, claims control/administration, underwriting,
communications, informatibn systems, etc.) leading to a bettek
managerial grasp of the operational aspects of the job.

e Exhibit an attitude and performed activities fostering the ad-
vancement of the risklmanagement profession.



Firm takes drag out of disability claim

By EILEEN NORRIS

WAUSAU, Wis.-The Westcott
Corp. prides itself on taking the
drag out of lingering disability
claims.

The Westcott brothers, Michael,
32, and Richard, 46, have settled
more than 500 workers eompensa-
tion claims for employers and in-
surers since 1976, when they
opened their Wisconsin-based op-
eration.

In the process, they have helped
claimants set up small businesses
(ranging from a goat dairy farm to a
Moslem bookstore) with a cash
one-time settlement. In return, the
employer gets rid of the disability
claim that has been hanging on for
vears.

The technique is the "economic
rehabilitation"” approach to clos-

'We've had some weird and odd cases,

says Michael Westcott.

ing cases, Michael says.

"We deal with cases that have no
prospect of being settled," he said.
"The alternative is to pay the per-
son for the rest of his life. We re-
place the workers compensation
benefits with a one-time present-
day cash settlement.”

AN insurer usually hires the
Westcott Corp. to work with the
claimant so that when the two go
to the workers compensation bu-
reau to settle, the judge is con-
vinced the lump-sum settlement is

in the employee's best interest.

The company also works di-
rectly with self-insurance manage-
ment groups, excess insurers and
independent adjusters.

For instance, an employee who
was permanently disabled on the
job normally might receive
monthly checks from the em-
ployer for 30 to 40 years or until
death.

The Westcotts might offer that
worker, on behalf of the insurer,
$130,000 to settle the claim, provid-

If this is your definition of reinsurance,
we've got a lot more to show you

We're Bellefonte Re Insurance

Company, a member of the Armco
Insurance Group.
We know that providing a respon-

sive market forpropertyand casualty
reinsurance demands a fine blend

of two often opposing factors
consistency and flexibility Not a
compromise, mind you, but an
ability to operate within established
underwriting guidelines, while allow-
ing our underwriters the flexibility to
develop original and imaginative
solutions to client needs.

We're a self-contained operating
unit of the Armco Insurance Group,
fully accountable for underwriting
management. Flexibility is main-
tained by locally responsive under-
writers assigned to specific
geographic regions.

There's more to how we define
reinsurance at Bellefonte Re. To
find out, write for a copy of our
capabilities book. Bellefonte Re
Insurance Company, Dept. 260,
11370 Reed Hartman Highway,
Cincinnati, Ohio 45241.
513/745-8000.

'BELLEFONTE
ARMCO

V RE INSURANCE

ing half of that sum is invested in
property, real estate, annuities or
capital equipment.

Westcott's promotional material
invites employers or insurers to
" select several of your worst
lingering claims to try us out on."

"We've had some weird and odd
cases," Michael Westcott said.
"We've met with claimants in the
inner city of Detroit and others on
goat farms out West."

The firm has set up several busi-
nesses including a light bulb-sell-
ing venture, a guard dog school
and a goat dairy farm during its
first five years of operation.

"We require the claimant to in-
vest only half of his settlement in a
business venture so that if it
doesn't work out, he still has a
chunk of money," Michael said.

The Westc6tt Corp. takes no
blame or liability if the venture
doesn't work out. And none of the
settlement money goes to West-
cott. The insurer pays the consul-
tants $50 per hour plus expenses.
The average claim takes about 30
to 40 hours to settle.

One ofthe claimants used half of
his settlement money to buy an
apartment building for $100,000.

"He's generating $12,000 a year
in rent from that investment,"” Mi-
chael said. "And the insurer can
free up its reserves and doesn't
have to keep administering the ac-
count.”

The corporation, though rela-
tively young, has an 85% success
rate, he says. The typical case time
is 90 days, and that's on a claim
that has lingered for five years or

rmore.

OSHA

resubmits

proposals

WASHINGTON-The Labor
Department's Occupational Safety
and Health Administration has re-
submitted two amendments to its
regulations that had been struck
down in court earlier this year for
being improperly adopted.

One of the amendments requires
employers to compensate employ-
ees who participate in OSHA in-
spections. The other proposal calls
an employer's failure to compen-
sate discriminatory.

The agency estimates the max-
imum cost of the amendments
would be $5.3 million

The original rule adopted in 1977
was declared invalid July 10 by the
U.S. Court of Appeals because it
was not properly implemented un-
der Labor Department guidelines.
The guidelines require public
comment for 60 days following a
proposal's introduction unless
that time period is declared im
practical.

The new walkaround pay pro-
posal appeared in the Federal Reg-
ister Nov. 14. OSHA will accept
comments until Dec 29, shorten-
ing the required time for comment
to 45 days

OSHA contends a shortened pe-
riod is justified because of exten
sive public discusson of the regu-
lation

Comments on the amendments
should be sent in quadruplicate to
OSHA Docket Officer, Docket No
WO0O05, Room S-6212, Frances
Perkins Building, Third St. and

Constitution Ave., Washington,
D.C. 20210.

HOSPITAL
BED DAYS

Health Insurance with
lower rates and higher

benefits through prior
authorization. Groups of

s ERE

(714) 963-3305 « (213) 592-4427
(801) 364-3499 « (714) 265-7117
(408) 996-9184
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letters

editorial opinions

Business Insurance welcomes letters from its readers Please keep your
comments as bnefas possible and we reserve the nght to edzt or shorten
letters for clanty or space Please send Vour comments to Letters to the

I_ ife -an d —d e at h AR atte r Editor, Business Insurance, 740 N. Rush St, Chicago, Il 60611.
IATHAT YOU DO today can save Are you keeping up with the latest ad- U nfo rtu n ate i m ag e

v v someone's life tomorrow. What you vances in loss prevention and control? Are
don't do today can kill someone tornor- you putting the available devices to work To the editor We were dis- many services (such as research,

rew. in your business? tressed to note your editorial of advice, preparation of agreements
Oct 20 attacking a New Jersey and contracts, etc ) not directly re-

That is a blunt translation of your risk What percent of your time or your staffs . ) " " .
e . ) ) 4 i plan to pe[mlt lients to borron, Iate%to anK effort to "sue Ev]gn in
management responsibility for loss pre- time is spent on this crucial aspect of risk money to pay for legal representa- libgabon, the advantages of our
vention and loss control. management? Is it enough? Are you plan-  ton client fee financing plan need not
The tragic fire at the MGM Grand Hotel ning to allocate more time to preventing The Judiciary, legislators and be limited to individuals who wish
in L v translated the concept ofloss and reducing losses? public interest groups have called to initiate a suit Our plan in New

In Las Vegas P 9 : on the lawyers to seek innovative Jersey will enable individuals who
prevention and control into this straight Leading risk managers are predicting approaches for making legal assis- have been sued to pay for a proper
talk for us. The deaths o f 84 people in that loss prevention and control will be the pri- tan:e ”f'orijlva,"ab'e to ? broad defir_‘se ot tha th .

. . . . . . range ot mi « e-income citiizens is unfortunate af e pu ic
fire give every risk manager cause to re- mary focus of risk management in the This mandate led to this new effort so often thinks of the business and
evaluate his or her responsibility for safe 1980s. Work to make it true in your firm. by New Jersey's lawyers insurance industries as being only
places of work and business for workers Someone's life depends on it. We believe that this client fee profit-centered and unconcerned

financing program will benefit in- with the human needs of individ-

- and patrons. dividuals who have a great need uals facing troubles Your derisive

It's an awesome responsibility. for legal help but who are not in a and misleading editorial does no

Yes, you share it with others in your I | l S l I re r ro I e financial position to pay for ser- credit to either industry or your

vices at the time when help is ren- own publication

company, from the chairman who can sup- dered Emmanuel Liebman
port or hinder your loss prevention and I NSURERS, TOO, can do their part to Your"Sue now, pay later" head- President
control programs to the line worker who improve loss-prevention and control line mlsrepr'ese'nts the purpose of New Jersey State Bar Foundation
. our plan, which is to ease payment
can follow or ignore Safety procedures. programs. for the full range of legal assis- Walter N. Read
But in the final analysis, the safety of your Instead of willy-nilly ratecutting, insur- tance-not only litigation As you President
employer's business begins and ends with ers should reserve their big rate discounts ™MYst know. attorneys provide New Jersey State Bar Assn
you. for policyholders who are devoted to loss e .
To shoulder that kind of responsibility, prevention and control. TO the heart Of Cr|t|C|S| ns

you need to know you are doing all you Instead of a once-overilightly inspec-

. . . " . To the editor ¥our article Althgugh a very small business
can to prevent and control losses that can tion, insurers should be going over prop- "Speeding a settlement” in the operator in the constriction indus-
strike your business. No matter what you erty and procedures they insure with a Perspectives section (Bl, Nov 10) try, but one with substantial inter-

do, losses will happen. When they do, you fine-tooth comb looking for holes in the  strikes to the heart of valid uiti- est m protecting its own equity as
cisms of cla process&ng from an well as th %xp sure of hla |Bsu{ﬁr,
e

want to know you have done all you could loss-prevention and reduction programs. interested insured that continues wecontinuetobe frustrate

to prevent and control them. Insurers should rnake their loss-preven__ to notify and cooperate in the pro- attitude or lack of understanding
Are you continually evaluating the risks tion recommendations stick-threatening cessing of claims but gets very lit- of the cost of indifferent or non-

. . .. . . . tle reSé)oFse ather than Iui_ﬁerva:e lstenthdeltlfu%) ﬁervmlriﬁ o{

in your business9 Are you hiring profes- policy cancellation when they are ignored. from the agent and insurer. Thead- claims We tirmly believe tha

sionals to inspect your places of work and We've read editorials in the general vme in Perspectives 15 certainly prompt and educated, competent
business? Are you followmg their recom- press since the MGM Grand Hotel fire call-  valid and timely, but redundant in servicing could reduce both claim

. . . . . . . retrjf)s'pec% when insurer coopera- volume and expense-loss and pre-
mendations or are their reports buried on ing for more regulation to prevent this tion or interest is considere mium cost, the claimant and in-
your desk under loss runs and quotes on kind of tragedy frorn recurring. Those of Insureds have basic or inherent sured benefiting and being hap-
next year's insurance program? you adverse to more government regula- rights in the event of indifference pier, the insurer personnel also

Lﬁred and

. . . . by their agent, insurer-adjuster or reacting to increased ins
Have you given management the best tion ofbusiness should be shouting louder other processors accessibie 1o the managerr?ent interest in their ac-

blueprint for a safe workplace you can than anyone else that the insurance indus. insured should lackadaisical, cas- celerated effort Naive, no, produc-
draw9 Are you hammering away for try needs totakealeading role inassuring 43! or indifferent handling of tivity, yes t

claims or protection against claim- Charles R. Leo Jr.

money to implement a new safety pro- workers and the public that their places of ants continue by the agent-insurer, Haverstraw, N Y
gram or buy a new loss control device? employment and patronage are safe.

Have you been in the shop, at the mine or Th t of gi t i in- 1 1
S e o g e Erroneous impression

in the hotel to see for yourself that your creases or policy cancellations will evoke
carefully drawn programs are being im- more action than government regulations To the editor "Insurers won't quake coverage in the state Of the
plemented to specifications? and fines. cover quakes in county" (BI, Nov large companies responding, 35

17) left some erroneous impres- write commercial lines and all but |
sions two ofthem write this kind of cov-

the national newswee: ty of toss The California Department of In- erage

b u S i n e S S i n S u ra n Ce ® prevention, nsk,financing and surance will soon publish a report Only six of these 35 companies

employe benefit management which will give information on report that they do not write earth-
earthquake insurance thoughout quake coverage in Imperial
G D CRAIN JR founder (1885-1973) the state, including Imperial County
MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN County This report is not yet The report of this CPCU survey
chairman ofthe board chainnan, executive committee president and editortal director available will be published inthe CPCU
KEITH E GRAIN DAVID J CLEARY JR ALFRED MALECKI The Los Angeles and South Journal
secretary-treasurer ezecutive up-general manager vp-publisher (New York) Coast CPCU Chapters recenﬂy sur- R.B. Holtom
veyed the availability of earth- Los Angeles chapter of CPCU
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Ever wonder what most H PR insurers do
with your 3 year deposit?

They use it to feed their own interests.

They invest it. Earn dividends on it.
Expand with it.
And you gain nothing. Because you

can't make-money on money you don't have.

At Commerce and Industry, we do
things differently.

With our HPR insurance, you not
only get the most fearless underwriters in
the field. And engineers who look at your

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

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

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

So the choice is yours.

You can go to someone else and let

them grow on your money.

Or you can come to Commerce and
Industry Insurance Company.

And use the same money to grow a
little yourself.

Commerce & Industry Insurance Co.

The AIG Companies

Let us take the risks.

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



16 / business insitran-2, December 8,

198¢(,

PBGC studies possible premium hike

By JERRY GEISEL

WASHINGTON-The Pension

Benefit Guaranty Corp.
ing the possibility of aro.

is study-
ier hike
in premiums single employers pay
for pension plan -erminetion in-
surance, Business Insvance has
learned.

The PBGC is considering these
factors:

- Are pension plan terminations
likely to increase next year?

= What will be the rate of return
on PBGC assets?

= How much will the PBGC col-
lect in premiums rext ye:r?

The study will be sent to the fed-
eral agency's board of directors,
which includes the secre:aries of
lab,, r, treasury and commerce.

Congress would have to approve
any premium hike. Premiums

washington

were increased in Janiiary 1978 to
$2.61 per participant peryear from
$1.

The premiums guarantee pen-
sion benefits for ves:ed parici-

pPEn:s whose plans terminate with
insufficien: assets.

Economic researc h

The Labor Department will be
awarding. contracts for economic
research cn pension and retire-
ment issues.

Tte studies would measure the
economic effects of the Employee
Rfremen: Income Security Act
Social See-rity, pensions and tax

policies that affect retirement.

Multiple contract awards are
anticipated, the department said.

For more informat.on, contact
Lynn Spurgeon at the Labor De-
partment at 202-523-6269.

Important issues

The executive dil€ctor of the
President's Commiss:on on Pen-
s ion Policy says the nation's retire-
inent problems are too important
to be pushed aside bi partisan pol-
itics.

"We do have a little time to solve
retirement problems. But the de-
bate mist begin soon,- said Thorn-
as Wocdruff.

Mr. Woodruff hopes the pension

commission, whose members
were appointed by President Car-
ter, will be heard by the incoming
Reagan administration.

"It is better to tackle retirement
issues now through a careful,
centrated effort than in a crisis at-

con-

mosphere" that may develop, Mr.
Woodruff said.

Public hearing

The President's Commission on
Pension Policy will hold its last
and possibly most important pub-
lie hearing this week before it is-
sues its final report in February.

The hearing will examine the
need for faster vesting schedules
and what they would cost.

Under ERISA, plan participants
must be fully vested after 15 years
of service. However. most employ-
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ers allow 100% vesting after 10
vears.

The hearing will be at 10 a.m.
Dec. 12 in the New Executive Of-
fice Building, Room 2010, 726
Jackson Place, across the street
from the White H6use.

FICA benefits

Social Security benefits could
jump 11% next June, predicts con-
sulting firm Towers, Perrin, For-
ster & Crosby.

An 11% boost would increase the
total annual Social Security pay-
out to $142.8 billion from $129 bil-
lion.

The higher benefits are required
under the Social Security Act. The
law mandates automatic annual in-
creases in benefit payments each
June if the Consumer Price Index
is at least 3% higher in the first
quarter o f the calender year than it
was in the first quarter of the pre-
vious calendar vear.

CPIl increases through Septem-
ber 1980 ensure Social Security re-
cipients will receive a minimum
6.5% increase in benefits next
June. If inflation continues at an
annual rate of at least 9.5% through
the first quarter of 1981, the June
hike would be about 11%, TPF&C
says.

With an 11% increase, the aver-
age monthly benefit would rise to
$375 from $338. The maximum
benefit for someone retiring next
June would be $750, up from $677.

Rig accidents

The Occupational Safety and
Health Administration has
published a.new study analyzing
accidents on oil and gas well drill-
ing rigs.

The study examines the role
operating procedures, environ-
mental conditions and equipment
played in accidents where there
were fatalities.

A limited number of free copies
o f the study are available through
OSHA Publications, Room S-1212,
U.S. Department of Labor, 200
Constitution Ave. N.W., Washing-

ton, D.C.; 202-523-6138.

Changes possible

A Texas ship repair company
may face criminal charges in con-
nection with an April accident in
which one of its workers plunged
to his death, says the Occupational
Safety and Health Administration.

OSHA said it referred the acci-
dent involving Sabine Coatings
Inc. of Beaumont, Tex., to the Jus-
tice Department for possible crim-
inal prosecution.

According to OSHA, Sabine em-
ployee Ted Easley was killed April
25 after he fell 45 feet while hang-

ing steel cables in the cargo ship
Brazos.

OSHA declined to release fur-
ther details pending the Justice

Department review.

Mandate criticized

The nation's auto dealers aren't
buying the idea of a mandatory pri-
vate pension plan system.

"Maintenance of a mandatory
program, especially for the small
employer, would likely decrease
funds otherwise available for capi-
tal improvements," explained the
National Automobile Dealers
Assn.

In a letter to the President's
Commission on Pension Policy,
Richard Taylor, assistant director
of compliance for the NADA Re-
tirement Trust Division, warned
that mandatory plans could lead to
staff reductions.

The commission has urged that
legislators consider requiring all
employers to offer pension plans.-
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Pension cost holds

as percent of profit

NEW YORK-Pension plan
costs are increasing every year, but
so are pretax profits, holding the
cost of pension plans at major cor-
porations to about 12% of pretax
profits, says a Johnson & Higgins
study.

At 12% of preta™ profits, these
costs are not a major burden for
most corporations, J&H says.
Companies are shouldering the
costs well, reducing their un-
funded vested liabilities and total
past service liabilities as a percent
of net worth and as a percent of
pretax profit, the brokerage firm
headquartered here also notes.

J&H studied the 1979 annual re-
ports of 477 of the Fortune 500 in-
dustrial corporations and 173 of
the Fortune 50 largest nonindus-
trials in commercial banking, re-
tailing, transportation and utilities
for its 1980 Executive Report:
Funding Costs and Liabilities of
Large Corporate Pension Plans.
Figures throughout the report are
for domestic defined benefit pen-
sion plans, except when profit-
sharing contributions or foreign
plans couldn't be subtracted.

Pension costs for the 477 indus-
trials increased an average of
15.9% in 1979 to about $20 billion.
Pretax profits increased 20.8% to
$163.9 billion in 1979. The in-
creased cost of pensions in 1979 is
consistent with 1978, when pen-
sion costs increased 15.7% from
the preceding year. But pretax
profits were up only 12.4% in 1978.

Among the nonindustrials, pen-
sion costs increased 14.1% to more
than $6 billion. Pretax profits
among the nonindustrials in-
creased just 5.8% Both figures are
down from 1978, when pension
costs for the nonindustrials rose
17.6% from 1977 and profits grew
16.6%

The slower rise in pension cost
increases among the nonindus-
trials is mostly because of the slo-
wing trend in retailing firms,
where pension cost increases in
1979 averaged 14.8%, down from
the 38.2% registered in 1978.

Larger payrolls and inflation
helped drive up pension costs for
both industrials and nonindus-
trials, the report said. The indus-
trial firms reported a 3.7% increase
in employment to almost 16 mil-
lion people in 1979. Employment
was up 4.6% at the nonindustrial
firms.

Ninety companies surveyed in-
creased pension benefits. Other
firms added to their pension cost
through actuarial losses, adoption
of new plans, mergers or acquisi-
tions, amending plans to make
them noncontributory or through

changes caused by Social Security
modifications.

Cost decreased at some firms,
however, because Ofa large reduc-
tion work force or the sale ofa sub-
sidiary.

Ofthe nearly $20 billion spent on
pension benefits last kear by the
477 Fortune 500 industrials, 70.4%
was spent by the 97 companies
among the largest 100. Thirty-eight
of these firms spent more than
$100 million in 1979, five of them
topping $500 miillion.

On the average, the top 100 spent
$142.8 million on their pension
plans, compared with a $41.2 mil-
lion average for all the Fortune 500.

Among the nonindustrial com-
panies, eight of the 173 surveyed
accounted for 58% of the total $6.3
billion spent on pension plans.
Their pension costs exceeded $100
million in 1979. The 50 utilities

spent nearly $4 billion or 63% of
the total.

Pension costs are measured
against three yardsticks in the re-
port: percent of pretax profits, cost
per employee and percent of all
wages and salaries.

Pension cost as a percent ofpre-
tax profits in 1979 was 12% for in-
dustrial firms, a drop from 12.5% in
1978. For nonindustrial firms, that
cost was. 14.3% in 1979, a jump
from 13.3% in 1978.

Per-employee pension cost
averaged $1,243 at the industrial
firms, up 11.8% from 1978's $1 111.

The increase for nonindustials

was slightly less. It averaged
$1,173 in 1979, up 9.1% from 1978's
$1,075.

When measured as a percent of
wages and salaries, the cost of pen-
sions increased to 7.3% in 1979
from 7.1% in 1978 for industrials.
Nonindustrials showed an even
smaller increase of 6.7% in 1979,
compared with 6.6% in 1978.

The report divides the compa-
nies by Fortune 100 rank, by 27 in-
dustry groups and by four nonin-
dustrial groups.

Total pension costs increased
the most in the mining and crude

Continued on facing page

Increase in pension cost '78-'79

Fortune 500

Average increase: 15.9%
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Continued from facing page

oil group, which reported a 25.8%
hike in 1979 compared with a
12.6% increase in 1978. However,
when the cost is measured as a per-
cerA of pretax profits, it decreased
to 3.9% from 1978's 5.8%

The tobacco industry recorded
the second highest increase in to-
tal pension costs. The five compa-
nies surveyed in that group
averaged an increase of 24.8% in
1979, up from 21.9% in 1978.

A 23.7% increase in 1979 was re:
ported by 36 petroleum refiners in-
cluded in the report. This is up
from a 15.5% increase in 1978. But
this group's pension costs actually
decreased as a percent of pretax
profits to 4.2%in 1979 from 5.2%in
1978.

When pension costs are consid-
ered as a percent of pretax profit,

the rubber and plastics group
ranks first at 32.4%, up slightly
from 31.2% in 1978. The largest in-
crease, however, was reported by

the motor vehicle group, which
moved to 29.5% in 1979 from 20.4%

in 1978. The increase was attrib-
uted to a 20.4% drop in profits and
a 15%jump in pension costs.

Among the industrials, 44%
showed a pension cost of less than
10% of pretax profits. The nonin-
dustrials fared better, with 61% of
the 173 connpanies surveyed
spending less than 10% of pretax
profits on pensions.

The study also found that both
vested and past services unfunded
liabilities as a percent ofnet worth
for 444 of the 477 industrial firms
surveyed dipped to 7.3% in 1979
compared with 7.6% in 1978. In
fact, 28% reported no unfunded
vested liabilities. Unfunded past
service liabilities for the group of
444 equaled 11.9% net worth in
1979, down from 12.3% in 1978.

The J&H report also found:

DO ONE THING

BEFORE YOU RECOMMEND

. Unfunded vested liabilities for
the nonindustrials measured 1.5%
of net worth in 1979, down from
1.7% in 1978. Unfunded past ser-
vice liabilities were 5.6% in 1979,
compared with 5.9% in 1978.

. Vested liabilities were 80%
funded for the plans of industrial
firms in 1979, up from 77%in 1978.
Nonindustrials showed an in-
crease of funding to 94% in 1979
from 93% in 1978.

. If corporations were forced to
fund all vested liabilities, indus-
trials could do so with less than 10
weeks of 1979's pretax profits. Un-
funded vested liabilities in 1979

were 19.3% ofpretax profits, down
from 22.8% in 1978.

Copies Of the report are avail-
able free by writing Johnson &
Higgins, Employee Benefit Plan
Department, Research Unit, 95

WaUsSt.,New York,N.Y. 10005;212-
482-6062.

SELF=INSURANCE
TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IP IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company's
cash flow position might be improved
with judicious risk retention.

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This

, ranges from providing

computer capabilities for
a quick and accurate

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make the whole proposition

work.

Make the last step in your self-
insurance evaluation your best step.
Consult with the risk managementspecial-
ists at The Home Group. Let them serve
as your risk management team. -

Ihe Home
Insurance Company

A City Investing Company
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INnsurer wins
$10.7 million

in fraud case

CHICAGO-Merit Insurance
Co. has been awarded just under
$10.7 million by the American Ar-
bitration Assn., which ruled the
company's California-based rein-
surer guilty of fraud.

The findings of the arbitration
panel, made up ofthree prominent
attorneys, was the culmination of
the -longest arbitration proceed-
ings in the association's history.
And the amount of the award was
the largest ever for the Midwestern
regional office of the arbitration
association.

The five years of litigation be-
tween Merit, a Chicago casualty
company, and Leatherby Insur-
ance Co. arose after Merit charged
its California reinsurer with ille-
gally withholding more than $1
million in reserves since 1972.

As part of the reinsurance trans-
action between the two that year,
Merit also alleged in a 1975 lawsuit
that Leatherby wrongfully with-
held critical information on its out-
standing casualty claims.

Chicago attorney Robert A. Hol-
stein, who represented Merit, said
he hoped the substantial award
would remind industry executives
and regulators that truth and dis-
closure are fundamental elements
of the insurance ethic.

Merit paid off an undisclosed
number of claims it received since
the 1972 transaction, which virtu-
ally stymied th'e growth of the
company, says Merit spokesman
Howard Mendelsohn.

Merit president Jerome E. Stern
was recently named chairman of
the lllinois Insurance Guarantee
Fund, an organization of admitted
insurers in the state who pick up
unpaid claims of defunct insurers.

"Naturally, I'm deeply gratified
by the outcome,” Mr. Stern said.

During the long litigation,
Leatherby Insurance Co. changed
its name to Western Employers In-
surance Co. and became a wholly
owned subsidiary of The Con-
tinmnenmntal Group.- -

CLAIM MANAGEMENT

SERVICES
RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves « major case -
audit/review « program analysis
- contract adjusting analysis o
- self-insured « aggregate cov-
ers « experienced in Fortune 500
claim programs

John J. O'Connor
B.A,, L.LB., 1.1.A.
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564
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Rate review reports $1 billion savings

By JOHN MAES

INDIANAPOLIS-INndis.Nna’'s
hospital rate review system has
saved residents $1 billion in ..ospi-
tal expenses during the last seven
yvears, program administiators

. here report.

"More than $1 billion was

saved," says Robert Alerding.

The program was the first of its
kind when it was started in 1959.
Now all but two of Indiana’'s 115
hospitals submit their budgets to
be reviewed by a 20-member com-
mittee representing business and
industry, labor, state government.
insurers, consumers and health
care providers.

"We can document that be=ween
1972 and 1979, more than $1 billion
was saved by hospital users in In-
diana," said Robert J. Alerding, vp
of finance and secretary of Insley
Manufacturing Corp. of Ind:anap-

Per Day Hospital Expense

NATIONAL

INDIANA

ilis sAnd a committee member.

He said Indiana hospital ex-
penses since 1972 are $1 billion less
than the national average.

VWhen the rate review wa: or-
ganized, Indiana hospital isers
paic $32.90 a day in hospital
charges, 67 cents more than the na-
sional norm of $32.23. But in 1979,
ihe average daily hospital expense
was $188.12, which .s $29.22 less
than the national average of
$217.34, Mr. Alerding said. He re-

1960 1966 1971
$32.23 a4s8.15 93.31
$32.93 43.07 80.79

ported on the program's success at
a cost-containment conference last
month sponsored by the Indiana
Voluntary Effort, a business/ind-
ustry coalition.

The program operates under the
sponsorship of Indiana Blue
Cross, which handles 45% of all
health insurance in the state and
requires in reimbursement con-
tracts that hospitals submit to rate

review.

CUsthinking"CAP

brlong.

range

Insurance planning

When Commercial Union devel-

oped the Commercial Account
Policy (CAP), you can be sure
that we were thinking of the

diverse insurance needs of your
business-for nowand the future.

Flexibility

Designed to provide coverages for
just about any business, CAP is a
flexible policy that can be competi-
tively priced. Plus-CAP's special
premium adjustment plan prices
each coverage so that it reflects
the individual characteristics of

5.4 -t

your business rather than those of
agroup ofsimilar businesses. This
means that you can significantly
benefit from the premium adjust-
ment plan if your business is well-
run and your losses are success-
fully controlled.

Size no problem
It doesn't matter if your business
is a large corporation or agrow-
ing entrepreneurship, call your
11 Commercial Union agent today
*\ to help you anticipate the right

kind and right amount of pro

\ rection you'll need. CU's
"thinking" CAP-for long-
range insurance planning.

‘Rer.elv(b,6

(1:5:V....) Commercial Union Assurance Companies, One Beacon Street, Bcston, Massachusetts 02108

1975 1977 1979
133.81 173.90 217.34
112.18 149.66 188.12

Mr. Alerding described how rate
review works: Hospitals that de-
termine they need a rate increase
submit 90 days notice to the com-
mittee and fill out a standard form
that goes to the Blue Cross staff.

If the form is filled out properly,
it is forwarded to the panel that
meets monthly to consider rate in-
creases. It sees five to 15 requests E
month.

Petitioning hospital officials can
attend the session to answer ques-
tions. "We like to have a dialogue
regarding the rate case,"” he said.

The committee examines the re-
quest considering the hospital's
size, the size of its staff, wage
levels, use of funds, occupancy
rates, location of other hospitals
and the community size.

The panel can approve or deny a
request or continue it for further
study or further information. It sel-
dom denies a rate increase, but fre-
quently approves an amount less
than requested.

Interest in rate review is grow-
ing, Mr. Alerding said. Pennsylva-
nia, North Carolina, Georgia,
Texas, New Hampshire, North Da-
kota and South Carolina already
have or are developing plans to re-
view hospital rates and budgets,
according to the National Volun-
tary Effort in Chicago. m

Nine-month

losses top
$2 billion

NEW YORK-Insurers account-
ing for 94% of the nation's prop-
erty/casualty insurance suffered a
total underwriting loss of $2.28 bil-
lion through the first nine months
of 1980.

The loss, reported by the Insur-
ance Services Office and the Na-
tional Assn. of Independent Insur-
ers, represents 3.5%of earned pre-
miums for the first three quarters
of' 1980. The companies reported
an underwriting loss of only 2.3%
oi' earned premiums for the same
period in 1979.

Premiums for the reporting
companies increased 7.4% to $67.8
billion from last year's $63.1 bil-

lion.

The property/casualty insurers
also showed a $6.6 billion gain in
policyholders' surplus for the first
nine months of 1980.

This surplus consists of holdings
after liabilities have been de-
ducted from assets. It supplies
added financial protection to poli-
c-yholders while supplying the cap-
ital necessary for insurers to offer
new coverages.

The underwriting loss includes
$1.28 billion in direct losses plus
$997 million in dividends paid to
policyholders.

Last year, the property/casualty
insurance industry reported an un-
derwriting loss of $1.38 billion. .

APPWP chief

jeff R Hart has been named ex-
ecutive director for the Assn. of
Private Pension and Welfare
Plans. He formerly was assistant
director of the Pension Benefit
Guaranty Corp. The APPWP rep-
resents the private benefits indus-
try on national policy issues, legis-
lation and regulatory matters.
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CG CLAIMS PEOPLE
HAVE SOME REAL CLAIMS TO FAME.

Let's say you call your CG claims.person with a. routine
question. Our claims.to fame go beyond simply being able to
get fast answers from a computer.

The people who work in our national:network of claims
offices aren't just people who can talk to machines, but
top-notch people who are skilled at providing you with virtually
trouble-free service. The Benefit Analysts in our claims offices,
assigned to your account, will:know your policy firsthand.

We.know that whenever you have a claim, you're looking
for answers that: are-not only prompt, but accurate and
thorough. CG claims people- really excel at coming through
for you.

CONNECTICUT GENERAL INSURANCE CORPORATION, HARTFORD

COMING THROUGH FORYOU. THAT5 WHAT CG PEOPLE DO.
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Second opinions cut claims, costs

HONOLULU-A mandatory
second opinion program for sur-
gery cut surgical claims as much as
12% for some multiemployer wel-
fare plans and showed a return of
$2.63 in benefits for every $1 spent,
an eight-year study shows.

The Building Service Workers
Fund and-the United Store
Workers, both in New York, saw
claims decrease 12% and, 9% re-
spectively, according to. the report
by three researchers at New York
Hospital-Cornell University Medi-
cal Center. Their findings were re-

ternational Foundation of Em-
ployee Benefit Plans here last
month.

The project involved both volun-
tary and mandatory second opin-

ions.

In the- voluntary program, the
patient could choose to - obtain a
second opinion; in. the mandatory
program, a second opinion was re-
quired if the health eare fund were
to foot the bill for surgery. In both
instances, the fund paid the sec-
ond opinion cost.

mandatory second opinion consul-
tations were scheduled since 1972.
Twenty-five percent of the pa-
tients seeking consultation were
advised not to have- the surgery.

When queried six months later,
76.4% ofthose25% still had not had
surgery, and one year from the
consultation date, 51.3% neither
had the surgery nor reported re-
ceiving any type of additional
medical treatment.

The researchers also noted a. sig-
nificant increase in the percentage
of some surgical procedures per-

the general population. For exam-
ple, hysterectomies increased 40%,
cataract surgery 146.5%, knee sur-

gery 133.8% and prostate surgery
56.5%.

More accessible medical care,
increased availability of hospital
beds and ready payment of medi-
cal costs by insurance and health
funds were cited as possible rea-
sons for this jump in surgery. The
study also pointed out .that an

overabundance of surgeons may
have contributed to the excessive

ported at a conference of the In-

A total of 11,878 volantary and

formed from 1965 to 1977 among

amount of surgery.

Disasters are expensive

0o

Today, more than ever before, the oil and gas
industry is vulnerable to catastrophes that
can destroy otherwise successful companies.
In today's economic, political and social
climate, simply to survive a disaster requires
an in-depth knowledge of insurance coverage
and risk management techniques.

The time to learn how to protect your com-
pany is. now... tomorrow may be too late.

Realizing the magnitude of the problems,
which are unmatched in history, the Profes-
sional Development Institute of North Texas
State University and RIMCO Risk Manage-
ment, Inc., have mobilized the second annual
Petroleum Insurance Conference. At it, you
can get straight answers to the life and death
questions that threaten your company.

Who should attend

Owners, operators, producers, insurance
agents and underwriters, contractors,
pipeliners, truckers, refiners, jobbers-even
the owner of a single workover unit-will find
information at the conference which can

protect their company and save premiums-.

Topics targeted to your needs

This year's program will emphasize the ins
and outs of insurance programs and pricing.
General sessions will cover industry-wide
problems and trends. Special small breakout
sessions will zero in on specific concerns of
owners, operators, service contractors,
pipeliners, refiners, and distributors.

Facts, not theories

The conference advisory committee has
chosen speakers based on their expertise, ex-
perience, and ability. to communicate. Each
speaker will emphasize the practical aspects
of insurance and risk management so that you

Learm howw

to protect
against thein.

Attend the Second

Annual

Petroleum Insurance

Conference

February 9 & 10.1981

can gain new insights into the nature and
availability of alternatives, discuss
parameters, and explore innovative solutions
to your specific problems. -

Program
1 st Day

General Sessions

Petroleum risk management

Pitfalls in ambiguous policies
Breakout S.essions

Control of well

Insuring loss of income

Handling property claims

Care, custody and control

2nd Day

General Sessions

Evolving insurance placement problems
and opportunities
Certificates of insurance
Breakout Sessions
Insurance and the drilling funds
Builder's risk

Contracts: risk transfer and insurance

Professional Development Institute

North Texas State University
P.O. Box 13288

Denton, Texas 76203
(817) 788-2483 or (214) 267-5671

Galleria Plaza Hotel
Houston, Texas

Save Money by Team Attendance
Send two or more persons from your com-
pany and you'll receive a10 percent discount
on enrollment fees. In addition, attendees are
able to compare notes and pool their thinking
during and after meetings, working together
to utilize their newly acquired skills. The
results? A work team with the ability and
knowledge to maximize protection while
minimizing costs.

Conference Workbook

As a registrant, you will receive a workbook
containing the outlines and discussion
material that will be covered in the
proceedings. This book, combined with ¥our
notes, will provide a handy reference manual
for long-lasting, practical benefits.

Registration fee-$395

Registration will be limited, so complete and
return the attached registration form today.
Hotel arrangements are the responsibility of
the registrant. The Galleria Plaza will be
holding a block of rooms for conference at-
tendees until January 19.

Registration Fee-$395
(25% tuition; 75% support)

A/ it
111 R'Me

Yes! | am interested in the Petroleum Insurance Conference for the oil industry on February
9th and 10th at the Galleria Plaza Hotel in Houston, Texas.

0 My check for - is enclosed. Please reg ster me as attending.

El Please send further details.
NAMF
COMPANY
ADDRFSS

CITY

TITLE

Benefit law
iNn Hawaii

overruled

SAN .FRANCISCO-Hawaii
doesn't have the right -to.'impose
benefit requirements on employ-
ers,the U.S. Court of Appeals here
has ruled.

In a major victory for the busi-
ness community, the appeals court
said the Employee Retirement In-
come: Security Act pre-empts
Hawaii's comprehensive health
care law.

"ERISA shall supersede any and
all state laws relating to employee
benefit plans,” the court ruled in
Standard Oil Co. of California vs.
Agsalud.

In 1974, shortly before ERISA
was passed, Hawaii enacted a com-
prehensive health care law. That
law requires:

. Employers to pay at least half
of the group health insurance pre-
mium.

. Group plans to provide at least
120 days of hospital coverage.

. Employers to offer inpatient
benefits for detoxification.

Standard Oil's plan, however,
did not provide all the alcoholism
benefits the- state's regulations
mandated. When Hawaii sought to
enforce its law against the oil giant,
Standard Oil took the case to fed-

eral court.

Hawaii argued that the states,
not Congress, have the rightto reg-
ulate private health care plans. It
has been trying to get Congress to
accept this position.

The appeals court noted Con-
gress could have chosen to exempt
all governmentally required insur-
ance programs from ERISA cow
erage, but it didn't.

The ERISA Industry Commit-
tee, which represents the nation's
100 largest corporations on benefit
issues, said the Standard Oil deci-
sion is a major victory for employ-

"This is a very significant case
which should help to forestall fu-
ture litigation in the pre-emption
area," said George Pantos, ERIC
counsel:

Employers with multistate oper-
ations say a hodgepodge of state
requirements fo F benefits is costly
to administer because businesses
continually have to revamp their
benefit plans to meet changing
regulations.

But Rep. Cecil Heftel (D-Hawaii)
says guaranteeing a certain level of
employee benefits through state
law overshadows the administra-
tive burden state regulations may
impose on corporations that have
operations in many states. .

College sets
spring sign-ups

NEW YORK-Registration for
the spring semester. of the evening
division of The College of Insur-
ance will be Dec. 10 and Jan. 6-8.
Classes begin Jan. 12 and run
through April 24.

Registration is from noon to 2
p.m. and 4 to 5 p.m. Dec. 10 and
11:30 a.m. to 2 p.m. and 4:30 to 6
p-m. Jan. 6-8.

Evening division-courses are of-
fered during lunchtime and eve-
nings. Individuals may enroll in
single courses on a credit or non-
credit basis. Tuition is $88 per
credit hour for undergraduate stu-
dents from - firms, sponsoring the
college and $99 for other under-
graduates. Graduate course tuition
is $106 for students from spon-
soring firms and $116 forall others.

More information is available
from The College of Insurance, 123
William St., New York, N.Y. 10038;
=Z21=2-oe=—<+1 1 1 . .



RETHINKING PROPERTY CONSERVATION
FROMTHEGROUNDUR

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

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

Before the jumbos were even put into
service, Allendale, along with many airlines

and air freight insureds, recognized the magni.

tude of the problem. Conventional overhead
fire-protection systems can't provide adequate
protection. Fire underneath a jumbo would
escape immediate detection. 13¥rn'Z

And the vast body and wing TOTT7M 1-1
surfaces would interfere with 1 4 i,

the sprinklers.
Allendale,
because of the

Allendale

INnsurance

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

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

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

Allendale Park,

Johnston, Rhode
Island 02919.



Allin one package.

The Travelers is famous for many different business insurance programs and
services. Our commercial business insurance programs are some of the most
sophisticated and comprehensive in the industry. Combined with the best insurance
people, The Travelers provides an unbeatable source for your business insurance.

But, when you contract for your business insurance with The Travelers, you get
much more than simple risk capacity. Our business insurance services are the best in the
/07ph,industry. Our loss prevention experts literally wrote the book on engineering
ol safely. Our claims processing operations are unmatched for speed and
*01 E S S lo* efficiency. And our other services, such as loss information systems, cash flow

‘*L Rrograms, retro-fating, and more, compine ta provide a complete insurance

A | patkage. And When you instre with The Travelers, you usiness with one
person. He or she has the responsibility and the authority to coordinate all facets of our
insurance and business services so they work to your best advantage.

So remember, the insurance that helped make us famous is only a part of a complete
insurance package that can be designed to meet your specific needs. Buy The Travelers
expertise. Not simply our insurance.

For more information about The Travelers approach to developing complete
individual commercialinsurance programs, call your independent agent or broker.

The Travelers Indemnity Company and Affiliated Companies, Hartford, Connecticut



NOW YOU CAN BUY A FAMOUS TRAVELERS
PRODUCT WITHOUT BUYING EVERYTHING
THE TRAVELERS IS FAMOUS FOR.

1ry, The Travelers has been a leade ‘
commercial insurance programs It’'s something for which we’ve become

Along the way, The Travelers also developed some very sophisticated busmess
iSnsurance services, too. Claims handling. Loss Prevention Services. Loss Information

ystems.

These services have played their part in keeping us at the forefront of the
Commercial Risk market. But until recently, we only sold these services in a complete
insurance package.

Not anymore. Now, The Travelers, through its subsidiary, Constitution State
Service Company, is making available, separately, the varied business services we offer.
If you or your client only need the sophistication of our country-wide claims
service or our special engineering expertise, that’s exactly what you can buy. Simple.

Fast. Direct.

If you are self-insured or considering it, remember The Travelers.

Buy a piece of our expertise. For more information about |
The Travelers business insurance services, contact Lyndsay de Manbey !

at (203) 277-4452.
THE TRAVELERS

Constitution State Service Company is a wholly owned subsidiary of The Travelers Corporation, One Tower Square, Hartford, Connecticut 06115
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Company to use pension, thrift plan

By LINDA SOJACY

Crain News Service

CINCINNATI-Taft Broadcast-
ing Co. here will freeze its $9 mil-
lion profit-sharing plan April 1, es-
tablish a companywide defined
benefit pension plan and offer a
thrift savings plan to employees.

Taft's move comes after a period
in which many companies, partic-
ularly smaller ones, have switched
from a defined benefit plan to a de-
fined contribution plan.

The move indicates how Taft
values its employees, says Jock
Lawrence, vp of investments man-
agement and community relations
at Taft.

"In the last 10 years, the market
hasn't been all that good," Mr.
Lawrence said. "There have been

ups and downs. People who retire

Bailout

plan unlikely:
Erlenborn

Crain News Service

LOS ANGELES-President
Carter may have suggested using
private pension money for Chry-
sler- and New York City-style
bailouts, but that is not likely to
happen when President-elect
Reagan takes office.

So said Rep. John N. Erlenborn

(R-IIl.), ranking minority member
of the House Pension Task Force

at the Western Penison Confer-
ence here.

"President Carter in his eco-
nomic reindustrialization program
suggested that private pension
funds be mobilized to revitalize
American industry in areas most
affected by economic dislocation
and industrial bottlenecks," Rep.
Erlenborn said.

"l imagine the president might
be suggesting the use of your pen-
sion fund assets for future Chry-
sler- and New York City-style
bailouts.”

But the congressman added,
"From what | know of President-
elect Reagan, he understands to
whom those pension funds belong
and the meaning o f the phrase 'ex-
elusive benefit of participants'
now in the law.”

Mr. Erlenborn warned of prob-
lems with a "portability clearing-
house”™ in connection with the
President’'s Commission on Pen-
sion Policy's call for a federally
mandated minimum pension sys-
tem with universal coverage.

Tl don't think it has been
thought through as to the political
implications of such a policy.

"Think how much fun the Con-
gress would have in the future not
having to worry about the funding
of Social Security because we
would never have to raise Social
Security benefits anymore,” he
said. "All we would have to do is
mandate higher pensions in the
private area and let somebody else
worry about the funding.”

Rep. Erlenborn also criticized
critics of the current system, say-
ing the voluntary private pension
system has been a "huge success."”

Those systems are making pay-
ments to 12 million retirees and

beneficiaries, he said. -

Group payments

Most Americans receive their
health insurance through group
policies, the Health Insurance In-
stitute reports. In 1978, group

plans paid $22.9 billion or 87% of .

the $26.4 billion paid in health
benefits. Individual or family

benefit plans paid $3.5 billion or
13%.

" If we have swings
in the market, it

won't hurt retirees.’

every year depend on how the mar-
ket is doing. It could do well in
your year of retirement or you
could lose some of the expected
capital.”

With a defined benefit plan, "if
we have swings in the market, it
won't hurt the retirees. The com-
pany is responsible for putting
money in from year to year. If the
market goes down, it doesn't affect
the employee. The corporation has
to come up with the difference, as
opposed to the employee.”

INn addition to trying to help its
employees come out ahead when
they retire, Taft wants to have a
more portable retirement system,
Mr. Lawrence said.

The nationwide companies
within Taft span several indus-
tries-radio and TV broadcasting,
amusement parks, TV and motion
picture production and distribu-
tion. Some of the companies
owned by Taft were once individu-
ally owned.

"We want an overall plan.” Mr.
Lawrence said. "We've had some
problems in transferring people
from one group to another in the
profit-sharing plan.” The employ-
ees, Mr. Lawrence noted, "will be
completely mobile” with the pen-
sion plan.

Taft's profit-sharing plan dates
back to the 1950s when the com-

pany was formed. Although the as-
sets will be frozen in April, the plan
will be kept and managed until the
people in it retire.

Taft says it will match employee
savings on a 50% basis in the thrift

AUTO

FIRE

plan.

Pension plan funding will be
from corporate contributions. He
estimated the annual funding for
the pension and thrift plans will be
about $2 million each. -

MARINE

SUBROGATION

BENNETT & BENNETT

Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation

Claims. Current status reports-Reasonable contingent fees.
Send for FREE Brochure

Home Office: 769 Northfield Avenue

West Orange, New Jersey 07052

New Jersey New York

(201) 325-0033 (212) 9282824

Florida

(305) 371-8234

Pennsylvania
(215) 563-2168

AtJames,wecallit
FPRODUIryYy

INSURANCE

A no -nonsense systemofmeasuring
performance to controllosses

Nothing insures an increase in

productivity as effectively as d
decrease in losses.

James now makes it possible for

you to
reduce

losses quickly

and efficiently

with a revolu-

tionary sys- . profits

tem of safety

mMmeasurennent . productivity

that has

already had = equipment

several years use

of proven ,

Sucocess=s. - worker
For rnorale

the first time,

YyOou can assess

your loss-

control efforts with the same accuracy as
you audit your financial and inventory

operations.

This innovative early warning
technique is called the Five Star Safety
Evaluation System. Developed by Frank
E. Bird, Jr., president of the International
Loss Control Institute, it's a measure-
ment method that doesn't just react to

consequences. It measures your present
strengths and weaknesses, fndicates
directions for change, and gives you a
new perspective on your management

personal ,
injuries

. property
damage

. absenteeism

- overtime

system. And
it's available
only through
James offices.
Rate your own
company:
We'll be happy
to send you a
copy of the
Basic Pro-
gram Evalua-
tion, so that
you can rate
the basic per-
formance of
your manage-
ment system

using this loss-control measurement
technique. Just contact your nearest
James office or write Leo Kiebala, Vice
President, Technical Services, Fred. S.
James & Co., Inc., 230 West Monroe

Street, Chicago, IL 60606.

ames

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services
Through More Than 100 Offices Around The World
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info

. A Spanish version of OSHA:
Your Workplace Rights in Action
is available from the Department
of Labor's Occupasional Safety
and Health Administration. The
series includes a poster and seven
booklets that spell out ways
workers can exercise their rights
to help employers reduce job-re-
lated hazards. For a free copy, con-
Act OSHA Publications, Frances
Perkins Building, Room S-1212,
Third Street and Constitution Ave.

N.W., Washington, D.C. 20210; 202-
523-6138.

. The Payplus statement, de-
signed and produced by the Pen-
sion Planning Co. Inc., gives each
employee an annual summary of
fringe benefits in dollars and
cents. A sample is available at no
charge by writing Communica-
-ions Department, Pension Plan-

ning Co. Inc.,355 Lexington Ave.,
New York, N.Y. 10017.

- A Building Construction
Checklist for the Texas Coast and
Shoreline has been developed by
the Texas Coastal and Marine
Council in cooperation with Gold-
ston Engineering Inc. For further
information on the srandards or a
copy of the brochure, contact the
Texas Coastal and Marine Coincil,
P.O. 30x 13407, Austin, Tex.
78711; 512-4-5-5849.

. The October newletter from
Kwasha Lipton discusses Lump
Sum Options in Pension Plans:
Pros and Cons. For a free copy,
write Kwasha Lipton. Department
M, 429 Sylvan Ave., Englewood
Cliffs, N.J. 07632.

- RIMCOSPECS-Insurance

Specifications, a free brochure
from the International Risk Man-
agement Institute, helps insurance
buyers and their agents and bro-
kers. Seven RIMCOSPECS com-
bined in a two-volume manual and
updated as changes occur can be
obtained by writing the institute,
10300 North Central Expressway,
Dallas, Tex. 75231; 214-363-9656.

- Does the EEOC Have the
Right Under ADEA to Require
Pension Benefit Accruals after
Normal Retirement Age? by
Kwasha Lipton covers the pro-
posal to revise the interpretive bul-
letin on ADEA. For a free copy,
write Kwasha Lipton, Dept. M, 429
Sylvan Ave., Englewood Cliffs,
N.J. 07632.

. The Department of Labor's
Occupational Safety and Health
Administration has published an
updated version of Training Re-
quirements in OSHA Standards,
which covers training provisions

of OSHA standards promulgated
through April 1980. Single copies
of the new booklet are available
from OSHA regional offices in
Boston, New York, Philadelphia,
Atlanta, Chicago, Dallas, Kansas
City, Denver, San Francisco and
Seattle, or from the OSHA Publica-
tions Office, Room S-1212, Frances
Perkins Building, Third St. and
Constitution Ave. N.W., Washing-
ton, D.C. 20210; 202-523-6138.

. For a brief review on the sub-
ject of product liability insurance
for overseas markets, write for a
free copy of INA's 12-page booklet
Insurance Decisions: Changes in
Overseas Product Liability. INA,
Super Service, 1600 Arch St., Phil-
adelphia, Pa. 19101.

. Booklets on the employee
benefit climate in 30 different
countries or regions have been
published by Swiss Life, head-
quartered in Zurich. The booklets
cover Social Security, customary

*Ohave thisfunnyidea

thatclaims service oughttobe »

asgo«Xxi a*thebenefits planitse»™
: ...and New Wt Life agreeml"

Harold Elleen

Executive Vice President and Treasurer

Royal Doulton

What good is a good benefits
program if the claims service doesn't dellver?

Fast

Accurately
Effiaently

That's why New York Life has developed a
computerized claims service that's a model in the
industry A claims service that's not only fast,
accurate, and efhaent, but one that provides
the valuable statistical reports employers need
Before you choose any group insurance pro
gram, talk to a New York Life Group Speaahst Or
call Robert T Garry, Assistant Vice President at

212 576 6486

We'll work up a benefits plan for you with a
claims service as good as the benefits

NEW YORK LIFE.
FOR ALL OF YOUR LIFE.

New York Life Insurance Company, 51 Madison Ave., New Firk. N.Y. 10010. In Canada: 1240-444 St. Mary Avenue, Winnipeg. Manitoba R30T1. Life, Group and Health Insurance. Annuities, Pension Plans.

plans, taxation, new legislation
and modern funding methods. For
a list of booklets, write Swiss Life
Insurance & Pension Co., General
Guisan-Quai 40, CH-8022, Zurich,

Switzerland.

. Details on aircraft crashes and
accidents are available in more
than 300 cities on-line with the IP
Sharp Associates time-sharing
network. The information for this
public data base is gathered by
Aviation Information Services
Ltd., a London-based company
that collects statistics on all jet and
turboprop crashes. A user manual
and additional information on the
Aircraft Accident Data Base can
be obtained by writing to Aviation
Information Services Ltd., Epsom
Square, Heathrow Airport-Lond-
on, Hounslow TW62BQ, Middle-
sex, England.

- The Manual of Insurance
Checklists includes more than 20
individual checklists for insurance
buyers in a special three-ring
binder. A free brochure describing
the manual is available from In-
ternational Risk Management In-
stitute, 10300 North Central Ex-
pressway, Dallas, Tex. 75231; 214-
363-9656.

 The Umbrella Book, a com-
prehensive reference on commer-
cial umbrella liability insurance,
now contains specimen copies of
more than 50 different policy
forms, including extensive refer-
ence material on each. The Um-
brella Book will be available for
$135 for a limited time. Contact
Warren, MeVeigh & Griffin Risk
Management Consultants, 1420
Bristol St. N., Newport Beach, Ca-
lit 92660; 714-752-1058.

. Comprehensive workers com-
pensation information is provided
in International Risk Management
Institute's new publication, The
Manual of Rules, Classifications
and Interpretations for Workers
Compensation Insurance. The
manual, which includes free up-
dates for one y o4, costs $95. Con-
tact the International Risk Man-
agement Institute, 10300 North
Central Expressway, Dallas, Tex.
75231; 214-363-9656.

. A comprehensive report on
Broad Form Property Damage
Coverage, consisting of more than
100 pages, is available from In-
ternational Risk Management In-
stitute Inc. Included in the report
are copies of the actual endorse-
ments with item-by-item property
dalnage coverage and a review of
important litigation. For a copy,
send $24.95 to International Risk
Management Institute, 10300
North Central Expressway, Dallas,
Tex. 75231; 214-363-9656.

. The first edition of the Stan-
dard for Safety for Halogenated
Fire Extinguishers, UL-1093. has
been published by Underwriters
Laboratories Inc. The require-
ments listed cover construction
and operation, exclusive of perfor-
mance during fire tests, of halon-
type fire extinguishers used in ac-
cordance with the standard for
portable fire extinguishers, NFPA
No. 10. Copies of UL-1093 are
available for $4.25 per copy or
$10.25 for the first edition and any
revisions to that edition that may
be issued while it is in effect. A cat-
alog of UL standards is available
free. For a copy of the Standard,
write Underwriters Laboratories
Inc., Publications Stock Depart-
ment, 333 Pfingsten Road,
Northbrook, Ill. 60062.

. Pension Funding: Actuarial
Primer for Corporate Managers
helps the corporate plan sponsor
understand the role of an actuary.
Single-copy price is $15. Write
Charles D. Spencer & Associates

Inc., 222 W. Adams St., Chicago,
11l . SO0 - —



products & services

Breathing mask

may save lives
iN hotel blazes

A NEW TYPE o f breathing mask
that could help save lives in hotel
or motel fires has been introduced
by National Draeger Inc. of Pitts-
burgh.

Statistics show the majority of
fire-related deaths are caused by
breathing carbon monoxide and
other noxious fumes, not by
flames. The PARAT mask has
already been used in Europe.

The PARAT mask can be
mounted on the wall in each room.
If a fire is suspected, the occupant
opens the container, puts on the
mask and begins breathing nor-
mally. The mask covers the entire
head, protecting long hair, beard
and glasses. It provides at least 15
minutes of safe breathing.

The mask is lightweight and in-
cludes a filter containing a special
chemical for oxidizing carbon
monoxide. The unit also has a
wide-vision lens.

For more information, contact
National Draeger Inc., 401 Park-
way View Drive, Pittsburgh, Pa.
15205.

Installation policy

SAN FRANCISCO-Fireman's
Fund has introduced an installa-
tion floater to cover materials, sup-
plies, machinery, equipment and
fixtures destined to become part of
an installation.

The floater provides both transit
and on-location protection. Cow
erage goes into effect when the
policyholder assumes liability. Eli-
gible property can be protected
continuously-while in transit,
while in temporary storage, while
waiting at the job site and through-
out the installation.

Fireman's Fund provides a
"broad-form" policy that features:
. Fire and lightning coverage.

. "All other perils" coverage.

. Flood, earthquake and testing
operations loss coverage (available
upon request).

. Debris-removal expenses up
to $50,000 over policy limits.

. Employee tools coverage
(available upon request).

. Transit coverage.

The policy can be set without a
cancellation date, providing auto-
matic protection and relieving
agents of the responsibility of an-
nual renewals.

Fireman's Fund will arrange an-
nual, semiannual, quarterly or
monthly premiums.

Information about the installa-
tion floater is available from any
Fireman's Fund branch office, or
contact the home office at 3333
California Street, P.O. Box 3395,
San Francisco, Calif. 94119; 415-
929-2111.

IHIness abroad

Glanvill Enthoven (Life, Pen-
sions & Mortgages) Ltd. of London
is offering group discounts for its
medical expense policy covering
sickness or accidents abroad.

A discount of $59 (25 pounds
sterling) per head from the normal
premium of $472 (200 pounds ster-
ling) is offered to groups ofthree to
30 members; coverage for larger
groups will be quoted a discount,
taking into consideration the geo-
graphic location.

The standard contract provides
coverage for treatment, medica-
tion, hospitalization and, if neces-
sary, repatriation. It also covers

pregnancy problems, childbirth,
dental and burial costs. A reluced
contract at a $283 (12C pounds
sterling) premium provides com-
pensation for hospitalization and
repatriation only.

For more information abcut the
policy, contact Robert Edgar at Ni-
cholas Gray Consultants, The
Courthouse, 9 Justice Walk, OIld
Church Street, London SW3 5DE;
O 1 T =2_TEsSssS s == _ -
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Coming Up !

Self-Insurance

Issue Date..aruary 5, 1981
Ad Closing: December 19 1980

New York:

708 Third Avenue, N.Y. 13017 (212) 986-505)
Cnicago

740 Rush Street, IL 60611 (312) 649-5275

Los Angeles:

6404 Wilshire Blvd., CA 9C048 (213) 651-3710

B.Isiness Insurance, the -ational newsweek ) 01 loss
prevention, risk financinc aid employe bene- t maragement.
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INTERNANONAL
CORPORANONS
HJWETO
UNDERSTAND
THERCS MORETO
DOING BUSINESS
INAPAN
THAN TAKING
THEIRSHOESOF

'In years ago, you could drop a
reasonably good product on a foreign
market and be reasonably sure of success.

Not any more.

Competition is not just crawling out
of the woodwork. They're charging. All
with their eyes on your piece of the pie.

Whether you succeed in Japan or else-
where is going to depend on a lot more than
a smattering of knowledge about social

customs.

At American International
Underwriters, a part of the AIG com-

panies, what we've learned about commer-
cial insurance over the past sixty years
abroad could be of broad interest to you.

For example, one can't do business
in the dark. So our overseas offices are

staffed with local nationals who know the
locallaws and customs better than out-
siders might.

We can also show you how consoli-
dating your accounts and providing
continuity of coverage from one country to

another could save you money.
There's a lot more we've learned. And

that's exactly why people come to us when
they need overseas insurance.

As a result, we have more people in
more offices in more countries offering

more kinds of insurance than any other
American insurer.

And those are shoes a lotof companies
wouldn't mind being in.

THEAIG COMPANIES.

Let us take the risks.

For more information. contact American International Underwriters. Dept. A. 70 Ping Street, New York, N.Y. 10270. A Member Company of American International Group.



R = =t i ey

"uonels SgJ [ed90] JNOA U0 11 0] YOIBA\ "MOYS 13948 DI(] 3y [ noA SurSuriq ut yred e Lefd 01 pnoad st qqny,)

8L0LO *[*N “SI[TH 110y§ “00€ X0g “AmJ M [ 6
E U] IIey woisn)) qqny)

aanNnHD

"Pa3U NOA S30IN0SAT JIARYM NOA
JAI8 01 paredd SI qqnyu.) Moy SIIBISUOWIP
pue ‘uonezijerdads Ino jo eaIe IdYloue
194 s1udsaxdaur 1ayIepy woisn’) qqny’y
"x3[dwod moy Jd13ew ON drdurs moy
I3318W ON "YSLI A1jensed/A119doad [errawuiod
10 Teuosiad Jo pun| AIdAd A[[eniIia d[puey 0]
Aiqeded oY) sey qqny)) 1Byl suedw sy |,
'SSQUISNQ ddURINSUI Y] JO JUWFIS
SIY) 01 Swedl judwgdeurw paldadsar 1sow
§.A11UN0D Y] JO JUO JO SINI[IOB] pUB UWOIN]
-eandar oY) sSuLIq JIRYy WOISN)) qqny)
"DUT 1RIeRy woisn)) qqny,)
ST 36yl [[e a8ueyd o3 urdjoy Auedwrod su(y
: ‘JudWuUgIsse
1S3ISLI I U3Q I2AdU Sey dduernsur snidins
/S$90X9 107 1a3aewr diqepusdap e Surpurg

SY[SLI [ensnun SUNLIM JO 1IN0
- SH TR O I oM,




business insurance, December 8, 1980 / 33

onstructing a pla n

Self-funding

benefits

takes skill

By Stephen D. Brink

THE OPERATION of any group
enefit plan requires the’sponsor
to make three important decisions:

The first involves risk. Who will take
the risk ofclaim fluctuations? Will it be
the sponsor, an insurer or a combina-
tion through some risk-sharing ar-
rangernent?

Second, how will the plan be fund-

ed? Will it be through premiums, ad-
vance contributions to a trust or not

funded at all?

Finally, who will pay claims, keep
records and perform other administra-
tive tasks? Should this administration
be done by the insurer, plan sponsor or
perhaps another third party?

You don't have to be an actuary to
figure out there are 27 operational com-
binations here. They range from doing
it all yourself to having the insurer do
all of it for you.

Today more sponsors are shifting
away from traditional insurance. They
are taking more risk and innovating
funding methods to reduce costs and
increase reserves. At the same time,
most do not want to administer their
own plans, but prefer to use the ad-
ministrative services of their insurer.

Potential self-insurance savings re-
sult from the elimination of premium
taxes, which average 2% of premium,
and risk charges, which may be 0.5% o f
premium on large groups and up to
10% on the smallest groups. Also, the
plan sponsorcould perhaps earn alittle
more interest on reserves normally
held by the insurer or make better use
of these funds as part of his working
capital. Often, the return of reserves is
the primary motivation for shifting
from an insured to a self-insured plan.

The plan sponsor also needs to know
what the risk is for his plan. Too often,
potential risk is left out ofthe equation
or underestimated. Risk varies by size
of group and benefits, but also is af-
fected by such things as demographic
characteristics of the group, industry
and employment practices.

Risk analysis is an area where an ac-
tuary can be particularly helpful. He
can construct probability distribu-
tions, which will show the chance of
claims exceeding 100%, 125%, 150%
and 200% o f those expected.

How the plan is funded affects the
risk. Conservative funding reduces the

Stephen D. Brink is a
consulting actuary
with Milliman & Rob-
ertson Inc. in Brook-
field, Wis. This paper
was delivered at a re-
cent Western. Pension

Conference meeting

in Seattle.

chance contributions will be inade-
quate. However, overfunding doesn't
reduce costs and may not be accept-
able to the IRS. Alternatively, a sim-
plistic funding method for estimating
future costs, such as failing to adjust
for cost and utilization, will increase
the plan sponsor's risk. If annual gains
or losses can be spread over time, fluc-
tuations should be reduced. Spreading
is generally not appropriate for short-
term coverages such as medical or den-
tal, since claims have to be paid rela-
tively soon, but is quite useful for long-
term disability, where the risk can be
reduced tremendously.

Tf a plan is to be funded, a 501(c)(9)
sLtrust is most appropriate. If assets
are not accumulated, a trust generally
isn't needed. To be qualified under
Section 501(c)(9) of the Internal Reve-
nue Code, you have to be a voluntary
employees beneficiary association and
provide life, sickness, accident or other
benefits to the members.

There are few regulations. First,
there must be an association of em-
ployees. Membership must consist of
individuals who are employees and eli-
gibility has to be defined by objective
standards based on an employment-re-
lated bond. Thus, eligibility can be de-
fined as all employees, or limited to
full-time employees, certain job classi-

fications, geographical areas, length of
service or compensation. But stan-
dards cannot discriminate in favor of
officers, shareholders or highly
compensated employees.

Second, membership must be volun-
tary. However, membership will be
voluntary even though it is required,
provided employees do not incur detri-
ment such as employee contributions.

Third, the association must be con-
trolled by its members or by indepen-
dent trustees, joint trustees or fidu-
ciaries. This is a controversial new re-
quirement not included in the 1969
proposed regulations and not having a
statutory basis. In the past, many plans
were established and operated unilat-
erally. This requirement could effec-
tively Kill the use of 501(c)(9) trusts for
all but jointly trusteed plans.

Fourth, benefits must be for life or
sickness and accident. Sickness and
accident would include medical, den-
tal and disability benefits. Others, such
as vacation benefits, child care facili-
ties for dependents, severance benefits
and education or training courses, can
be included. Pension benefits cannot
be provided through a 501(c)(9) trust.

Finally, no earnings may accrue to a
private shareholder or individual other
than through benefits.

If all these requirements are met, the
sponsor can take a federal income tax

deduction for his contribution as an or-
dinary and necessary business ex-
pense. If the plan were not funded, the
sponsor could only deduct claims as
they were paid. This means the
sponsor's cost of claims incurred but
not yet paid would not be recognized
for tax purposes, even though his ac-
countant may require him to expense
incurred claims and post a liability for
outstanding claims.

How much of a tax deduction can
you take? There are no specific laws or
regulations. Nevertheless, two revenue
rulings dealing with similar situations
provide some guidance. It is safe to say
that if contributions are determined
using a reasonable funding method,
the sponsor should be able to deduct
his contributions.

For short-term medical, dental, dis-
ability and vacation, a one year ap-
proach wo'uld be best.

Long-term disability benefits or
benefits provided to retirees can be
funded using a one-year term method,
but there will be large fluctuations. It is
better to use a pension-funding tech-
nique for funding these benefits. Un-
der this method, the present value of
future benefits is calculated for active
employees and disabled lives. This
amount is then expressed as a percent-
age of value of future earnings or pre-
sent value of future years of service. .
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Challenge of change
Regulation, other forces buffet industry

By Robert Clements

HERE ARE FORGES that seem to

be worKing to change asic
structure of our business. We sense
:hat these changes are taking place, but
we are uncertain as to their precise na-
ture. This uncertainty is vexing and
poses a number of questions to chal-
lenge us as we plan for the future.

Thus, in addition to whether the
rates are adequate to cover the losses,
we ask, what is the future course of
regulation in the United States? What
facilities and resources are required for
an insurer to compete in a commercial
market where many policyholders
now own insurance companies of their
own and where brokers, reinsurers and
independent adjusters all compete to
sell these services traditionally consid-
ered the responsibility of the under-
writer? What resources must the bro-
ker have to survive in the same com-
plex environment and how do we re-
spond to the twin challenges of ad-
vancing technology and unprece-
dented inflation?

The perception that regulation can
solve all problems is undoubtedly the
most narrowly held. It seems to exist
primarily in the minds of regulators
and a few legislators. Their premise
seems to be that perfection of rate,

Robert Clements,

-——6- " MelLennan Inc.,de-
-1 tivered these remarks

to a meeting Of the

Casualty Actuarial
Society in Puerto

Rico earlier this year.

11

Actuarial

form and service is not only desirable
but possible; that the absence of such
perfection in daily life is therefore not a
sign of human fallibility but willful in-
tent.

The next logical step is to design per-
fection by law and regulation. This
leads to well-meant but misdirected ef-
forts, such as those in several states to
restrict access to surplus lines markets
and bring surplus lines underwriters
more directly under regulation.

The failure of most regulators to rec-
ognize the needs of underwriters and
consumers in commercial insurance

are *astly different from the needs of

O»t

O

Claims

adjusting

those in personal insurance contrib-
utes to uncertainty and presents a ma-
jor stumbling block to the building of
the kind of marketplace we're going to
need in the 19805.

etting.asidejnvestmentincome s0

termining underwriting results causes
three problems. First, it enhances the
likelihood of bad underwriting deci-
sions. This practice leads to the ineffi-
cient use of risk capital by influencing
underwriters to decline business with
significant profit potential while ag-
gressively seeking lines with a rela-

Salvage

Reinsurance

Self-insurance
services

control

tively marginal profit opportunity.

For example, the return on invest-
ment to an insurer writing auto physi-
cal damage to a combined ratio of
97.5% is clearly far less than the return
on medical malpractice at 102%

Second, it forces policyholders, who
have no illusions about the time value
of money, to seek alternatives to con-
ventional risk transfer in circum-
stances when insurance would other-
wise be their preference.

Finally, it creates tension with con-
sumers, regulators and legislators. | am
familiar with, and generally sympa-
thetic to, all of the arguments against

Outside evidence can't contradict policy

court may look outside an insur-
ance contract if it contains an
I ambiguous expression of intent, a
federal appellate court ruled. How-
ever, the court emphasized that such
' extrinsic evidence may be used to
make the meaning of the instrument
plain but may not be used to contra-
diet or vary the written instrument.
The Jaftex Corp. and the Insurance
Co. of North America contended they
were entitled to coverage under a lia-
bility insurance policy issued by
Aetna Casualty & Surety Co. to Ran-
dolph Mills Inc. Randolph manufac-
tured certain pjama fabric it sold to
Jaftex. Jaftex in turn, sold the fabric
to others in Massachusetts.
Jaftex was sued for injuries to a
child who was burned when her pgia-
mas caught fire. Aetna's policy to

Copies Of the entire decision mal/ be
obtained bv sending $4 to Cases Un-
limited in care OfBusiness Insurance,
740 N. Rush St., Chicago, lll. 60611.

legal briefs

Randolph included a vendors en-
dorsement that did not limit its cow
erage to particular vendors, but did
include a statement of premium that
was to be a percentage of sales by
Randolph to Montgomery Ward only.
The trial court, after considering cer-
tain affidavits filed, found in favor of
Randolph and Aetna.

On appeal, Jaftex argued that the
contract unambiguously extended
coverage to all vendors and, there-
fore, extrinsic evidence could not be
considered. However, the court said
the premium term gave rise to an am-

biguity and so consideration of ex-
trinsic matters was allowed. The

court was satisfied that the external
evidence clearly revealed an intent to
cover Randolph's products to Mont-
gomery Ward only. Jaftex Corp. &
INA us. Aetna Casualty & Surety Co.,
U.S. Court of Appeals for the 5th Cir-

cuit, March 31, 1980 (B1/04/0.-$4).

Cryptic symbol

The use of a cryptic symbol in the
classification code number of a con-
tractor's liability insurance policy
was needlessly misleading and ob-
scure, the New Hampshire Supreme
Court ruled.

A contractor was issued a manufac-
turers and contractors liability policy
by American Policyholders Insur-
ance Co. The declarations page con-
tained a section describing the gen-
eral liability hazards. Beneath that
subsection title was the classification
code number 62-1511xcu, which was
immediately followed by the word
"excavation.” The liability section on
the reverse side listed 17 exclusions
including underground property
damage in connection with any oper-
ations identified by a classification

code including the symbol "u".

In 1975, the contractor was install-
ing a drainage pipe at a private resi-
dence. A backhoe struck and rup-
tured an underground gas main, re-
sulting in an explosion and damage to
the house. The homeowner sued the
contractor, who tendered the defense
to American. When American re-
fused, the contractor sued to deter-
mine whether coverage existed. The
trial court ruled for the contractor.

The appellate court concluded that
an ordinary person reading the haz-
ards section would conclude that the
policy covered damages from excava-
tion work. The code letter "u" here,
the court said, was so obscure. The
court observed that the economies of
policy construction should be
". . . subjugated to the individual
consumer's interest in understanding
his specific policy." American Policy-
holders lhsurance Co. us. Smith, New
Hampshire Supreme Court, March
13, 1980 (BI/04/S.-$4).



the inclusion of investment income in
ratemaking. The fact is that the present
state of the art in underwriting, partic-
ularly in so-called long-tail business,
does not permit it on any rational basis.

One leading agency insurance com-
pany executive has referred frequently
in public to what he calls "the direct
writer revolution.” The idea seems to
be that the ultimate distribution sys-
tem has no intermediaries. Another
leading executive talks about the fu-
ture in terms of the one-stop shop
where all the consumer's insurance
needs are s6lved in a single direct
transaction. | think the two ideas go
together, but only together.

That is to say, the perfect distribu-
tion system is one that dispenses with
intermediaries only ifthe vendor is in a
position to answer all the needs of his

customers. It's a wonderful concept,
but | can think of an even better one. If

we can envision a future without
losses, then we could dispense with the
entire system-ven the one-stop shop
would no longer be necessary.

In fact, we are going to have losses,
even larger losses in the future than
we've experienced. Where will the
added capacity come from? One way
might be to .form a state insurance
company, a true one-stop shop that
would take all the risks. That doesn’'t
seem to work too wellin practice, how-
ever.

One reason is that the risks tend to be
interstate and even international. More
important, it forecloses the chance for
the world to benefit from the influence

of the entrepreneur with a better idea.

vices while pursuing the policy of as-
suming as little underwriting risk as
possible. All kinds of services, from
reinsurance to salvage, and loss control
and claims adjustment, are now availa-
ble from independent contractor spe-
cialists.

There is genuine disagreement and
confusion as to who is the logical pur-
veyor of services to policyholders, in-
cluding especially self-insurers. It
would be safe to say all brokers tradi-
tionally have believed their part of the
deal was to provide service to the poli-
cyholder, while the underwriter's part
was the taking of risk. Inherent with
assumption of risk is the provision of

ihvestment, actuarial, claim and loss-
control services.

Earlier | mentioned what seems to be
a prevailing tendency to correlate size
and efficiency. The clearest manifesta-
tion of this is the presumption of cer-
tain insurers that economies will be in-
troduced by the transfer of certain
functions-notably clerical and ad-
ministrative ones-from agents and
brokers to themselves.

According to the figures of A.M.
Best, the stock company expense ratio
has declined steadily over 20 years
from more than 36% in 1958 to 27.6% in
1978, evidence the insurance product is
delivered to the consumer with ever-
increasing efficiency.

The fact of the improving expense
ratio-is widely understood. Of great im-
portance, but less generally ac-
knowledged, is the fact that the vast
majority of this improvement has been
accomplished by a reduction in the ex-
penses of intermediaries. The insurer

ThengUVVironmgr;:[aﬁ'gm Wh|(é‘g Wgs . portion ofthe expense ratio was 15.9%

seem emerg
pretty simple and clear-cut. It con-
sisted of risks, risk-takers and middle-
men. Now, because of a variety of fac-
tors, our world is much more compli-
cated.

Many commercial insurance con-
sumers Nnow own insurance compa-
nies, and as a result, they are suppliers
of the product as well as customers.
Many insurers, apparently disillu-
sioned with risk-taking, seek to sell ser-

1958 and declined only to 13.9% in
1978.

During the same period, the portion
attributable to brokers and agents
dropped to 13.7% from 20.3% It will no
doubt surprise many that three-fourths
of the increase in efficiency and pro-
ductivity in the insurance industry in
the last two decades has been accom-
plished by intermediaries, while only
one-quarter is reflected in insurer ex-

penses.

Mediocrity merits
management's concern
INn troubled economy

By Z'ev Kronish

No-Nonsense Management: A General
Manager's Primer

By Richard S. Sloma

Macmillan Publishing Co. Inc., 866
Third Ave., New York, N.Y. 10022

157 pp., $7.95

enemy of productivity. THi§ s
one of the themes of this little vol-
ume-and as productivity is a central
issue today, it merits our attention for
showing us how to raise our sights as
managers.

Your associates and subordinates
should be aware that you will not toler-
ate shoddy performance.

You won't win a popularity contest,
but you will reap the kind of results

. that keep industry in the black.

Mr. Sloma pleads that we equate

. management with leadership. In re-

cent years this has not always been the
Squeezed as it is between inflation
and recession, the corporation has to
do more with less and do it better. It is
the manager, the author points out,
who holds the key to this challenge.
Don't be afraid of strikeouts! Babe
Ruth, Mr. Sloma reminds us, struck
out more often than anyone else. Stick

your neck out ifyou want to be noticed.

Z'eu Kronish, who holds an M.BA. de-
greefrom The College of Insurance, has
handled Corporate risk management
and beneAts administration. He is now
in the claims department at National
Health & Welfare Mutual Life Insur-
ance Assn. His reviews of management
books appear regutarly in BI.

books & ideas

Another axiom: First be effective,
then be efficient. The manager should
ask, what has to be done promptly?
This sounds simplistic.

But don't you know people who fre-
quently fail to act in a timely manner?
Procrastination comes in the guise of a
search for the best method.

Competition, legislation, the econ-
omy affect your firm's fortunes, yet the
prime culprit when things don't go
right just might be your abuse of time,
Mr. Sloma writes.

Each dictum-70 in all-is treated
briefly. Mr. Sloma provides a man-
ager's version of the Peter Principle or
Murphy's Law.

Each chapter heading succeeds in
making its point and the narrative takes
up anywhere from four to six para-
graphs and seldom over two pages. The
book can be read in one sitting.

e obsenves thgt influepce wanes
Has 85S6Giates and stbordinatés be-
come accustomed to the refrain.

How, then, is control maintained? It
depends on the tempo you set.

Mediocrity is clearly unacceptable,
but excellence can be a trap. Observing
that the perfect solution is never at
hand, the author counsels managers to
learn to be accommodating and rea-
sonable in their expectations.

This is not meant to be a humorous
book.

As the title states, the author views
the business scene as a no-nonsense
subject. Idiosyncrasies don't espe-
cially interest him.

But don't despair. The jibes are
FFriiera<dil~N _ -

6Widow' s bonus’ rgjses questions

By Joseph S. Robinson

T 1S QUITE common fora.campany

a faithful employee dies. VWhen such
payments are made because of the
employee's death, the first $5,000 is tax
exempt to the beneficiary. A $5,000
"widow's bonus" costs a corporate em-
ployer only $2,700 if its income is more
than $100,000.

Executives' estates are often con-
fronted with the problem of whether
the so-called widow's bonus is consid-
ered a gift or an agreement.

If payments are made to the surviv-
ing spouse pursuant to an agreement,
the benefit will be tacked onto the
employee's estate. This is reinforced
by recent rulings.

Inone instance, Janice's employer
resolved to pay survivor benefits to
widows or widowers of active execu-
tives who died before retirement. Un-
der this resolution, five surviving
spouses were scheduled to receive al-
lowances.

VWWhen Janice died while still em-

benefit tax slants

ployed, the company paid her husband
a survivor benefit even though Janice
had never signed the retired partner
agreement under which the benefit
had been determined.

Janice's estate argued that the sal-
ary-continuation allowance was based
not on a contract between Janice and

the firm, but on the firm's unilateral

act. IRS responded that a "consistent
pattern and arrangement” such as this
constitutes a contract or agreement
(Letter Ruling 8005011).

In another case, the claims court de-
cided an agreement existed when a
closely held company paid a pension to
the surviving spouse of an employee in
recognition of long, faithful employ-

When the company writes a check

to a surviving spouse of an

employee, the money may
be included in the

employee's estate.

ment at the firm.

The decedent was not only employed
by the company, but along with his
wife and children owned all of the
company's stock (Neely, Ct. Cl., 613 F.
2d802, 1980).

Group insurance

Life insurance is often an excellent
choice if you are considering a gift to
charity.

You can generally deduct the
policy's fair market value plus the full
amount of all premiums paid after the
gift.

Here's a thought for executives. If
your company provides more than
$50,000 of group term insurance on
your life, assigning the excess cov-
erage to charity will prevent the value
of the coverage from being taxed to
you.

However, the IRS recently ruled that
dividends on group insurance policies
assigned to a charitable organization at
the time the policies were issued
weren't deductible (Letter Ruling
S040036.831383/80). -



1938 Hurricane. This
hurricane struck the North-
east U.S. causing over $400
million in damages. At that
time it was the most severe
hurricane in U.S. history.

1942 Coconut Grove
fire. 300 lives were lost
when fire swept through
this popular Boston night-
club.

1906 san Francisco
earthquake. From our first
major catastrophic loss event
inthe U.S.. we and our parent
company Swiss Re, have paid
our claims promptly.

1956 Andrea Doria
sinking. This 29,000 ton
luxury liner collided with the -
Swedish liner Stockholm. Our
worldwide reinsurance net-
work covers marine losses in
America or anywhere in the
world. ;

When a catastrophic loss strikes, North American Re has that finarcial strength. At North American Re, our Treaty department
whether its fire, hurricane, ora Together with our parent compary Swiss Re, has ¢ ien: relationships that stretch back for
business loss, on land or af seq, we've been helping pay the cost o° ma or American decades. We are always ready to counsel our
you need to know that your catastrophic Icsses since the beginning of this clients on their reinsurance needs. ‘
reinsurer has the financial centur{.h o e reaeet : I_dOur -agultatéve déapartr?ent is staffed with
'n that time, we’ve built one of the strongest, solid, experienced underwriters.

sfrengfh to weather the storm. most professional reinsurance companies in the And our suoport services, including Claims,

world.




1970's DES (Diethylstilbestrol).
Beginning in the late 1940's DES was a
widely prescribed drug for pregnant women.
It allegedly caused genetic defects in some
offspring and has resulted in many lawsuits.

1980 Mount St. Helens
eruptions. Earthquakes, hurri-
canes. fires, air crashes, shipwrecks,
product liability claims...and now, in
1980, extensive damage caused by a
volcano.

1960 Brooklyn/Staten Island air
crash. A United DC-8 collided with a TWA
Super Constellation in mid-air over New
York, killing 132 people.

make us a complete reinsurance resource. careful, prudent way, designed to ensure the proper
We are professional reinsurers. We have he reserves for losses, yet remain fully competitive

technical expertise to handle your reinsurance with cther responsible reinsurers.

needs the way they shou/d be handled. For nearly 100 years, that philosophy has

Actuarial, Financizl and Risk Engineering That’s because we run our business in a NORTH AMERICAN

And when a major loss event occurs, we have protected you.
the resources to pay the claims costs promptly. And us.

L

NORTH AMERICAN REINSURANCE CORPORATION 245 PARK AVENUE NEW YORK, NEW YORK 10167 TELEPHONE 212-949-6000
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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C&B appoints Maxwell executive vp

( comings & goings: industry )

NEW YORK-—Richard A. Max-
well has been appointed executive
vp of Corroon & Black Corp.’s in-
surance brokerage service group,
effective Jan. 1.

Mr. Maxwell will work with J.
Bransford Wallace, senior vp and
president of the brokerage service
group, to plan and implement
strategy and monitor C&B’'s
progress. He is currently president
and chief operating officer of C&B
in New York.

Other agent/broker changes:

David Eiser joined HL Insur-

ance Services Inc. in Woodland
Hills, Calif., as an account execu-
tive responsible for commercial in-
surance sales at the multiple lines
insurance brokerage.

James M. Corroon named presi-

dent and chief executive officer of

Corroon & Black of New York

Edward A. Sweeney named chie”

operating officer and Crawford A.
Black, currently chairman anc

chief executive officer, remains as
chairman.

Fred Eiche named chairman ard
Donald E. Killen named president
of Bayly, Martin & Fay of Ne-
braska.

Frank P. Williams joined Fred
S. James & Co. of California as vp.

Lanny D. Garrett elected ass:s-
tant vp of Marsh & Mc¢Lennan
Inc.’s Des Moines, Iowa, office.

Joseph C. Jarvis named assis-
tant vp of Emil Preuss Inc. in At-
lanta, which directs Emil Preuss
GMBH & Co. of Hamburg, Ger-
many, and Fred S. James & Co. in
their joint approach to German-
linked businesses in the United
States.

Robert A. Shann appointed ac-
count executive for Reed
Stenhouse Inc. of Massachusetts.

William D. Sterritt joined The
Koanoke Cos. as chief financial of-
ficer, responsible for réinsurance
agreements, captives and financial

Foreven the toughest risks,

“one-call”marketing you can depend on.

Your client was just awarded a major construction
project. But there’s one hitch: excess/surplus lines cover-
ages are needed, and must be in place in a week. One
call to Montgomery & Collins puts you in touch with
the insurance markets of the world.

As one of the nation’s leading surplus lines brokers,

M&C has the expertise — in each of its
local offices — to give you access to com-
petitive quotes for umbrella liability,

Montgomery
and Collins, Inc.

professional liability, primary and excess casualty, as well

as excess workers’ compensation.

M&C puts many years of experience in excess/surplus
brokerage to work for you-on the spot — with direct and
immediate access to more than 40 domestic and over-
seas carriers, including the important London market.

When the risk calls for an excess/surplus
lines placement, one call to Montgom-
ery & Collins does it all.

3807 Wilshire Blvd., Los Angeles, CA 90010 (213) 386-2991. Or centact our nearest branch off ce: Atlanta, Boston, Buffalo, Charlotte, ¢ “hicago, Columbus, Dallas, Denver,
Harttord, Honolulu, Houston, Indianapolis, Kansas Ciry, Los Angeles, New Osleins, New Yotk City, Philadelphia, Portlard, Sacramento, San Francisco, San Jose, Seattle.

planning for the company.

Angelo Venezia named account
executive of
Bache Ter Bush
& Powell Inc.

Mike Stroh-
sahl joined Lon
Worth Crow In-
surance Agency
of Coral Gables,
Fla., as vp.

W.H. “Wink”’
Stevens Jr.
joined Lasher- Venezia
Cowie agency of Phoenix to direct
the production and development
of specialty casualty and excess/
surplus lines.

Steven Grossman joined Feist &
Feist as first executive vp of the
mnsurance department in Newark,
N.J. He was executive vp with a
large brokerage in New York.

Reinsurers

James E. Baxendale named vp
at North American Reinsurance
Corp. in New
York. He will su-
pervise a team
of treaty mar-
keting execu-
tives.

J. Gilbert
Stallings pro-
moted to second
vp and assistant
general counsel
in the legal de-
partment at General Reinsurance
Corp.’s home office in Greenwich,
Conn. Also in the home office,
Floyd E. Todd Jr. appointed a sec-
ond vp in underwriting, Officers
promoted to assistant vps include:
Geoffrey H. Ashworth, faculta-
tive, Los Angeles; Jeffrey M. Je-
wett, investments, New York: Ed-
mund N. Pascoe,, facultative, Seat-
tle, and David A. Tillson, invest-
ments, New York.

Baxendale

Insurer changes

John C. Aldin elected president,
chief executive officer and a direc-
tor of the In-
diana Group
Inc. and its ma-
jor subsidiaries,
Indiana Insur-
ance Co., Conso-
lidated Insur-
ance Co., Conso-
lidated National
Life Insurance
Co. and Cooling
Grumme-Mum-
ford Inc.

Robert D. Kleppinger elected
secretary at Reliance Insurance
Co. in Philadelphia. Formerly as-
sistant secretary, Mr. Kleppinger
will continue to be responsible for
field claims operations and claims
administration.

B.D. Cunningham Jr. appointed
sales manager of the Nashville,
Tenn., regional office of Royal In-
surance. His primary responsibil-
ity is developing new commercial
mass-merchandising business.

Tim C. Freestone appointed se-
nior bond representative in Aetna
Life & Casualty’s San Francisco
bond department. Mr. Freestone
was transferred from the Sacra-
mento bond department.

J. Ross Burhouse appointed re-
gional production manager at U.S.
Insurance Group, a Crum & For-
ster organization in New York.

Other suppliers

Frederic W. Schultz appointed
senior consultant at Insurance
Buyers Council Ine,, a Towson,
Md.-based independent risk man-
agement and insurance consulting
firm. He rejoined IBC after a three-
year association with J.H. Albert
[nternational Insurance Advisors
Inc. of Needham, Mass. m



business insurance, December 8, 1980 / 38A

agent/broker topics

" aablaa

>

1[es'nE

e WA

BROQUKES

m

m am.
2012 31

-Kliefs

INSIDEL o “re

IMAGE:

Here's how to beg,
borrow or steal

one to fit your firm

By DAVE GALAMTI

CHICAGO-Alexander & Alexander is a professional or-
ganization. So is Reed Stenhouse. So are many indepen-
dent agents.

The problem is showing professionalism to buyers. Ad-
vertising campaigns, giveaways and public relations keep
an agent's or broker's good name out where it can be seen.

Agents and brokers stress that without expertise, no of-
fice will keep clients very long. But image building, they
add, is an important activity for an industry that sells prom-
ises and contracts instead of objects and products.

Individual agencies and brokerage offices build their im-
age several ways. Some rely on word-of-mouth, saying pub-
lic relations and advertising is wasted cash. Others go the
full route, using billboards, brochures, direct mail and
gifts.

Most offices, however, tread somewhere in the middle.
Advice comes from all corners: corporate offices, advertis-
ing agencies and other agents and brokers. Here's what the
experts say.

The brochure

Every agent and broker seems to have a brochure to hand
out. Whether it is a big elaborate full-color effort or a
smaller fold-up designed to fit into a No. 10 envelope, the
brochure is a cornerstone of many image campaigns.

Nationally, the brochure at Alexander & Alexander takes
the form of a corporate capabilities booklet, says spokes-
man Jim Donahue. The booklet gives an overview of A&A
history, philosophy and services that A&A producers can
distribute to potential clients.

"Some local offices augment this with a 'city’' brochure
that we also produce," Mr. Donahue says. "That has pic-
tures, names and the unique services of that particular of-
fice. On the cover we put a nice photo of something that will
be recognized locally."

The goal is to produce brochures that are similar enough
from office to office to portray A&A as a "sophisticated,
aware broker who is interested in establishing a relation-
ship with clients," Mr. Donahue says. These brochures are
then backed up by A&A's "looking-at-risks-from-a-client's
point-of-view" print ad campaign, he adds.

Brochures are often the key to image efforts even for
agencies without the money for a national campaign. Inde-
pendent agency Bennett Wallace Welch & Green in St. Pe-
tersburg, Fla., is compiling a brochure to replace its current
10-year-old model.

"We hired a local advertising agency and gave them sev-
eral priorities to work with,” says John Welch, senior vp
and treasurer. "The primary goal is that we wanted a bro-
chure that wouldn't immediately date itself. The old one
had photos of the old office and people that dated it ter-
ribly. This time we'll use some interior shots, but we feel if
you have seen one person at a desk you've seen them all."

The agency also wanted to include photos of long-term
clients working in their own businesses. This will help
show clients the agency is interested in someone other than
itself, Mr. Welch says. A flap on the inside back cover fea-
tures additional maps, photos and descriptive material that
can be changed easier than a $15,000 brochure.

"We need the brochure," Mr. Welch says. "lts primary
goal for us is to create a good first impression. After all, you
only get one chance to make one.

"Suppose we get a phone call from a potential client," he
says. "I'll send them a letter thanking them for their inter-
est and include the brochure. That way the client knows
you and is happy to see you when you come around to his

Continued on next page

Agents may miss NYIE benefits ... page 38G Computer software blitz ... page 38H
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Solutions: O1( jgea for new problem

MILWAUKEE-Corroon & Black of Wisconsin is using ground with the words "Who is Corroon & Black of Wis- "We do get needled a lot about the campaign," he said

an old idea her€ to solve a new image problem

consin9” digplayed across the top (see photo). Two weeks "That stuffer occasionally comes back with 'Who cares' or

The old idea is billboard advertising-a concept used by later, the answer appeared m red, "The largest insurance 'So whaf' scrawled on It But at least a lot more people
a C&B predecessor way back m 1915 These 1915 bill- agency in the state. . that's who!" The C&B logo appeared know who we are "
boards, for longtime Milwaukee agency The Roberts Co, in the second ad, but no phone number or address

emphasized that insurance was the firm's only business.

The new protlem is to familiarize the name Corroon & says
Black in insurance buyers' minds And that is why the "What we wanted to do was to get some name recogni- "The hope with this campaign is that people traveling by
billboards have made their comeback, says Howard W. tion in our area," he says, "Itt wasn't as much of a problem will put the two phrases together in their minds," Mr

Weiss, presiden: of C&B of Wisconsin

until we went to Just Corroon & Black, because the name Weiss said

The problem began shortly after C&B bought out The of the old firms were still there somewhere

Roberts Co and Carney-Rutter Inc in 1972
Right after the acquisition, the two agencies
operated independently In 1974, however,
the name was =hanged to Carney-Rutter-
Roberts Co

Threeyears laser the name changed agam,
this time to Ccrroon & Black-Rutter &
Roberts Co. Finally m 1978, the Rutter &
Roberts was dropped, leaving the
company's name as it stands today

The trouble was, all these name changes
created a lot of confusion, Mr. Weiss says.

"Risk managers know of Corroon &
Black, but we have accounts of all sizes,
Mr Weiss said. "Our people would go out,
throw down a card that indicated he or she
was with Corrocn & Black and then listen to
someone ask wnat that was

"We advertised, but we still found that

Corroon & Black was a mystery to most of our insurance

Who is

CORROON & BLACK oF wiscoNsIN f*

Lf

The third billboard campaign began recently This one

ance.”

Shat didn't limit the gimmick's effectiveness, Mr Weiss emphasizes the words "Corroon & Black" and "insur-

He wouldn't say how much the billboards cost C&B

, other than to indicate the money comes

from the office's own budget. "They aren't

i cheap, but neither are brochures or newspa-

pers,"” he adds

Besides, they pay forthemselves, he says
"We have gotten some leads from the ads,
because it seems some people want to do
business with the biggest For those we al-
ready insure, it's good reinforcement

"Of course, nothing replaces the personal
touch,” Mr Weiss said ~You can give away
1,000 brochures or run 1,000 ads and you
still have to go out and prove how good you
are

And no ad works for everyone

The billboard approach helped Corroon & Black of Wisconsin gain name that is owned by a close friend of mine.” Mr

recognition after several name changes. A brochure reinforces the campaign. Weiss said "

"But | thmk that people are starting to get the message," Roberts Co

e've been insuring them for a

long time, from back when | was with The

buyers," he added. "We thought of gomg into radio and he added "I was getting my car fixed the other day It is a "Now they have a computer that runs their checks, but

Eelevision, but we decided not to. We Just weren't sold on
o

company car, so | told the person there to bill the work to the checks still come to us made payable to The Roberts
Corroon & Black She didn't blink an eye, so | asked her if Co," he added

Then the firm's chairman, Russell M. Rutter, came up she knew what Corroon & Black is. She responded thatit "Thatwas OK whenthe name was still somewhere in our
was the largest insurance agency in the state and that she title, but today we have a heck of time trying to cash them.

with the idea of billboards, Mr. Weiss says.

“We decided to give it a crack, but we weren'treally sure knew because of the billboard down near the airport "
what to do," he added. "What we finally decided on was a The office backs up the billboard campaign (19 through- computer, but ltJust doesn't seem to sink in. You don't win

teaser campaign that would ask a question one week, then out metropolitan Milwaukee) with a folder that pictures all the time "

answer it a couple of weeks later "

Ads, giveaways aid CRB a / ss-| -=

| keep telling him he Just has to make a small change in his

the billboards and adds a short sales pitch. Mr Weiss says With this billboard campaign, however, Mr. Weiss and
The campaign that followed consisted of a white back- producers tend to use them with their business cards.

RACINE, W-s -CRB Insur. new business from firms other our markets, but we're not sure

ance advertises in Time maga- than our present customers "

what it does for us," Mr. Rowland

zme. The agency also advertises CRB highlights professional- says "Some people come in here
m Newsweek And U.S News & ism in its print and television ads and ask whether we represent a
World Report. And Sports The most recent print ads, in particular insurer, but it never -

IHustrated

southeast Wisconsin editions of seems fatal to our sales efforts If

Thatlevel ofalvertising is atall national magazines, feature a we don't represent a particular
order for an independent agency number of photos of office per- company.”

in southeasterr Wisconsin, but sonnel The television campaign

Professionahsm is also height-

agency preslient R David ties inwiththe print message, fea- ened with the use of daily uni-
Rowland says =he one-shot ads turing similar photos flashed on forms for its clerical help, he

give his agency a professional im- the screen one at a time

age

adds

"It works," he says. "We started

CRB has other marketing Both aregeared toward com- paying forthe uniforms a couple -
loys The firm buys commercial mercial accounts. The photos of of Kears a80 and we buy a new set CRB's print advertisements and artsy giveaway items empha-
u

ime durin

news broatdcasts,

mowing and evening office

nds out bro-

ersonnel, Mr Rowland eac

says, help present and potential bulle

year

in board the uniform o

. rj

CRB are trying hard

<:l.-\«
S.S/ - H

[ people post on our size the Racine independent agency's professionalism.

chures, dresses its secretarial customers recognize employees day and police the policy them- commissioned sketch of a local push, CRB uses a local advertis-
help in matching uniforms and when they come into the office. selves People that come into the lighthouse and a reproduction of ing agency

gives away artwork

Rowland says

ing what to wear "

"l don't know about other peo- office think it's Just great and our an old photograph of downtown
The intent is to keep the firm's ' ple, but | like to see people in ad- employees appreciate not having Racine

name m front of current and po- vertisements rather than a mass to pay for work clothes or decid-

tential pohcyholders, Mr of print,” Mr Rowland says

Unlike some agency ads, how-

“Our first goal is to retain the ever, the campaign does not men-

"That's absolutely essential,"”
Mr Rowland says "You need a

Both were popular promotions, good consultant in order to do a
Mr Rowland says They even m- professional Job,"
spired non-customers to come to
In its artsy giveaway items, the CRB office to request them force our image," he adds "Peo-

"We want advertising to rein-

business we have," he says tion insurers represented by CRB emphasizes the Racine The lighthouse cost CRB less ple like to work with successful

"Then we want to expand on that CRB

Umage building

Continued,ftom previous page
door It's particularly good for the check property limits and other

region's local heritage. Give- than 50 cents a copy
business. Our final goal is to get "We use co-op advertising from aways have included an agency-

firms and we want to portray sue-

For most of ItS advertising cess in our advertising efforts "

Brenk believes several factors be- still says they are worth a shot In agencies
sides advertising go into a com- future months he'll be using both a
mercial sale Still, the stock mar- pilot program designed by Com- might be expected with a pilot pro-
ket ads remind buyers to notify the mercial Union Insurance Cos and gram," Mr King says

agency on operation changes and franchise advertising by ISU Cos stance, the way the tag lines are
"In the insurer program, our co- presented on the TV ads is very

"We've had some problems, as

"For in-

. . oung producer, because It shows risk management needs op advertising s gppear n pogr and, IS heing revised But w

9'\ 1 11ilWim-111-ZZ- -U he has some backing behind him " "The basic goal with our per- television 3urlng W)naay nlg‘?ﬁ think the ads wi get our name ou
sonal lines spots is to get people to football and some local news por- to the public "

call us," he says "Forthe commer- grams," Mr King says "To go He admits he hasn't been con-

. Independent agency Ellingson ciallines, however, we want to por- along with that, a subsidiary of vinced of the ads' effectiveness,

Lyfirw/2-/Trrt EEIFIS) & Jones Insurance of Santa Rosa, tray ourselves as a locally owned Commercial Union has also placed but says he thought the agency

If, beli broch i fessi I I think it i b io, d should try th
ego trlp It spends 80% SfitS SaVE WOTKING, DECHUSE BUF ITANTE NAS TS GAZIRE BRSO noWoPaper and Shoule Iy e weve beer oo,

t:x,5j tising budget on radio, says gen- become highly respected around The ads use a traditional tag line ing market share of personal lines

ger Ken Bren CU's message is followed by a business right and left,"” he says
short agency identification The "So when an insurer comes along
agency, we sponsor three or four program is aimed at personal hnes that wants to aggressively enter
stock market reports on a local ra- Co-op advertising campaigns customers, although CU IS deve- that market, | think | should put

dio station," Mr Brenk says "For have come under criticism in re- loping a commercial lines program my money where my mouth iS
our personallines efforts, we spon- cent years as being responsive to for other agencies "We've Just decided to put our
sor some sports programs " the marketing goals of insurers in- CU picks up most of the tab money up and let the campaign
7- - The personal lines campaign is stead of agents Dohrman-King paid about one- perk for awhile It's not going to
more sales oriented than the com- But Hal King, president of Dohr- sixteenth of the cost of the pro- happen overnight,” Mr King says
- mercial campaign, because Mr man-King Co of Stockton, Calif, gram, which Includes seven other Continued on page 38E

The radio ad

"For our commercial lines )
The co-op campaign
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Kid around

Nobody watches over kids more carefully than
TOYS"™"'US.ANd when it comes to insurance, they
don't play around either. They depend on the orga-
nization that companies like Ernest & Julio Gallo
Winery, Eaton Corporation and United VVan Lines
depend on. They depend on CSRU.

As a facility of The Continental Insurance Com-
panies, CSRU knows that risk management is
anything but fun and games. So we work hard with
producers to tailor-make primary, excess and
umbrellacasualty insurance andcash management
programs that suit the needs of their clients -
nationally and internationally.

And while no one can make the risk managers
job child's play, CSRU can help you bring them
the full range of Continental products and in-house
services. That includes reinsurance, loss control
and engineering, countrywide claims service,
services for captive insurance companies and
ocean and inland marine insurance.

v - FOY S "uS®doesn't

without us.

When you need us, finding us isn't a game of
hide-and-seek. We've got offices across the country
eager to review your proposals, and help you put
them into action.

Your nearest CSRU representative can show you
how, and why, we've grown up from the new kid on
theblocktothe market hundreds ofbrokers, agents,
and companies shop at. For his name, write:
R. H. Dorgan, Vice President, Continental Special

Risk Underwriters (CSRU), 83 Maiden Lane, /

New York, NY 10038.

Takealookattheriskswetake.\VVr /

CSRU-2*

__,0,9>71 4111 e-TCC 1962

Continental Special Rish Underwriters
83 Maiden Lane, New York, N.Y. 10038

A facility of The Continental Insurance Companies: subsidiaries of The Continental Corporation
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Allocation of advertising expenditures, 1974

Total premium volume

Location of major office (thousands)
Advertising' Mean Median o Center ' Under $150 $450 Over
medium pct. pcl. Rural Town Suburbs . city $150 -450 -750 $750
Newspapers 20 6% 91% 24.6% - 25.596 16.9% 12.7% , 22.6% 221.4% 200% 17 .9%
Radio ,, 52 oo 63 6.9 3.0 41 3926 . 45 9.1 4.8
Local TV 0.4 0.0 O. 0O . O.O0 0.5 1.6 OO O= 1.2 os
Direct mail 8.0 0.0 5.4 56 13.2 86 - » 6.2 -, 7.3 - .8.8 10.6
Billboards 15 oo 1.9 22 0.3 1.2 1.3 -1.1 , 19 1.9
Mail inserts 6 T 00" |, s A1 /5_4 77 7.6 7.1 6.6 7.5 5.5
Birthday cards, gifts 4.7 oo =_1 - 135 57 72 3.9 4.2 4.6 4.9
Calendars 28.3 21.3 320 27.0 268 315 271 , 278 , 293 30.7
Yellow Pages '1,9.6 10.2 192 18.9 228 19.1 " "19.4 22.7 15.1 168

Note Columns may not add to 100 due to rounding,and because "other" category 16 qot shown in the table

Source IMA Educabon & Research Foundation

InsuraneeCosts

AreUp Again.

VWho
Cares?

Trade Associations care' That's why many Associations and Franchisees have endorsed the STEP
AHEAD program for their membership. It's unique . . it's tailored specifically to their insurance needs
and it's designed expressly to lower the net cost of their members insurance,

Specialized Insurance Programs Include-

* Comprehensive Property/Casualty
Safety Groups

* Products Liability

* Professional Liability
* Life

* Health

* Employee Benefits

* Captives

* and MORE!

Marketpac'sgroupprogramsarea prof-tablebusiness. Independent agents throughout the
country are presently placing accounts into Marketpac's group programs

Why not cash in on a piece of the action?
All of our groups are "open" groups Ope, to alllicensed agents

If you are interested in placing accounts in Marketpac's group programs or in representing
Marketpac in your area, contact Ray King, Executive Vice President, Marketpac International, 100
Presidential Blvd., Bala Cynwyd, PA 19004

For quick response call toll free

800-523-1193 ANV A csan

In Pennsylvania call
215-667-1490

MARKETPAC INTERNATIONAL

Small firm
advertises

less: Study

NEWTONVILLE, N Y -Nation-
al brokers and larger independent
agents may be able to afford large
advertising budgets and public re-
lations efforts, but smaller inde-
pendent agents must make every
dollar count

According to research done in
1975 for the IMA Education and
Research Foundation here, the
smaller agent relies primarily on
newspapers, calendars and Yellow
Pages advertising to get his mes-
sage across These three forms
combined accounted for 68 5% of
the advertising budget in the aver-
age smaller agency

The smaller the agency, the less
it advertises, the study showed

The larger agencies of the sam-
ple group (those with 1974 pre-
mium volumes of $450,000 and
more) generally allocate a larger
proportion of their advertising
budgets to direct mall campaigns
and a smaller proportion to Yellow
Pages advertising than smaller
counterparts

Calendars, however, remained
the largest expenditure for adver-
tising m every size group

Rural and small-town agencies
use newspaper advertising more
frequently than thew urban coun-
terparts, the survey said This was
attributed to the fact that newspa-
pers in these smaller population
areas are highly localized, with cir-
culations that center on the
agency's marketing temtory

Suburban and central city agen-
cies allocate a larger proportion of
their advertising to direct mall
campaigns and mail inserts, the
study added

Use of radio and television ad-
vertising iS riot very extensive
among any agency subgroup

Surveyed agencies said they em-
phasized their name, corporate
logo and independent agent affilia-
tion in ads and public relations ef-
forts Insurer representation was
seen as less important

In 1974, a large mA]onty of these
agents spent $2,000 or less on ad-
vertising The average was slightly
less than $1,000 Larger agencies
spent more than smaller agencies

This hasn'tchanged much in the
five years since the survey was
taken, estimates a spokesman for
the Independent Insurance
Agents of America Smaller inde-
pendent agents today usually
spend less than $1,500 on advertis-
ing and public relations, he said

"Some local agent associations
have hired an *dvertising agency
and the IIAA has a tie-in campaign
associated with our JAM advertis-
ing program, but there is not much
on an individual basis," he said

"Smaller agents believe they
can't afford such efforts and tend
to do more m the area of gaining

public goodwiill," the spokesman
added

How much

was spent

Percent of

Amount spent , agencies

$500 and less 30.3%
$501 --$1000 22 4
$1001-42060 23.7
$2001--$3000 11.0
$3001--$5000 6.7

$5001-.$10,000 ' - 4.1

$10000 and over, . -, 1.1
Source IMA Education & Research Foun-

dation
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Continued from page 388

"Besides, we've done some adver-
tising based on our agency alone,
and it didn't do very much for us."

The newsletter

Media advertising of any kind
isn't that important to some agen-
cies, including Kansas City inde-
pendent Woodsmall, Frick & Innis
Inc. President Peter Woodsmall
says his agency depends on a
newsletter.

"We use a newsletter that cen-
ters on business topics to maintain
our image," Mr. Woodsmall says.
"The cost is about the same as a
media campaign, and it allows us
to contact the 3,000 businesses we
want to contact.”

The newsletters cost the agency
about $20,000 a year. For this fee, a
California brokerage, Anderson &
Anderson, develops, writes and
prints the newsletters. A message
from Woodsmall, Frick & Innis is
attached. Then the newsletter is
sent to target clients. Potential
buyers can use a reply card to get
more information on a particular
topic.

"We've gotten a good response,”
Mr. Woodsmall says. "We found
that media efforts were too seat-
tered for our tastes. Since the
newsletter is about business, not
insurance, buyers tend to read
them more. And they are often sur-
prised at what they get when they
return those cards to us. We send
them backup material that that is
produced by the federal govern-
ment, insurance companies or

other firms. Sometimes those are

30-page reports."
The saturation campaign

"We at Nahm, Turner, Vaughn &
Landum feel it is important to cre-
ate a professional image in the
community and open the doors for
any producer," says vp Dick Stew-
art. "When our people go and

knock on doors, we want buyers to
ask, 'Where have you been?'"

To do this, NTVL blasts Louis-
ville, Ky., residents with ads.

"We want to be everywhere," Mr.
Stewart says. "Everywhere" is de-
fined as a frequency rate that can
exceed 25 to 30 times a week in
peak ad seasons.

"We advertise a lot to demoralize
our opposition,”" Mr. Stewart says.
"They can't spend as much as we
do. We take advantage of that. And
it works. A survey done a couple of
years ago showed that our name
recognition in Louisville was 90%
That's a nice pat on the back for
our advertising efforts.”

A quick rundown of those ef-
forts shows why NTVL spends 2%
of its income on advertising. The
payoff was a 17.6% revenue in-
crease so far this year.

- Newspapers. NTVL anchors
its effort with print ads in the
Louisville Courier-dJournal and
Louisville Times along with the
Kentucky Business Ledger.

- Radio. NTVL sponsors the 8
a.m. news on the leading AM and

Continued on fotiowing page
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Local effort adds to campaign

BOSTON-A national advertising campaign from
the headquarters of abig broker isn't always enough
to create a strong image for a local branch office,
says Richard H. Pierpont, senior vp of the Reed
Stenhouse office here.

If a broker's image campaign is really to work, it
should be supplemented by local efforts, says Mr.
Pierpont.

"Here in our office, we are beginning to feel that
we need something that has the flavor of this office
that we can leave with potential clients," he says.

Some brokers use their annual report for this pur-
pose, Mr. Pierpont says. But that doesn't always
make good economic sense.

"Providing those types of things to potential eli-
ents can be expensive,” Mr. Pierpont says. "A cam-
paign like the one we know that Frank B. Hall uses
costs you atleast$5 a report. That's alot of money to
spend unless you're pretty sure you have a good shot
at the account.”

So Mr. Pierpont says he has sought the advice of a
local advertising agency, one that presents "the
same up-and-coming image we like to present."”

That firm gave Mr. Pierpont several options.

"One of the things that was suggested was well-
placed small ads in publications like the Wall Street
Journal and the Boston Globe. These ads would tell
people we're here, we're good and we're interested.
Then we could cut them out of the paper or send a
copy with a personal note asking the client if they
had seen our latest ad.

"Another possibility I've been toying with is the
idea of billboards," Mr. Pierpont adds. "As | see it,
they would contain a good, thoughtful statement
that makes people think about us. To me, that's what
advertising should do, make people think about us."

Mr. Pierpont says getting some kind of advertising
material for clients that relates to his particular of-
fice is a high priority. Salesmen want this to tie in
with materials of a national scope they already give
to potential policyholders, he adds.

"We need to do something locally,"” he says. "I'm
free to spend some of my budget on these materials
if | can justify their expense. | don't know what I'll
do yet, but | want to decide in matter of weeks, not
months.”

We Take the Peril
Out of Partnerships.

Ever since Adam and Eve, people have recognized that the
advantages of working together outweigh the perils. Both in
their personal lives and their business lives.

At Harleysuville Life, we keep close tabs on such trends as
the growing number of two-income families and the proliferation
of business partnerships and corporate associations. Then we
find ways to help protect against the perils involved.

Case in point: our Joint Whole Life Policy, along with our
Joint Level Term and Joint Decreasing Term policies and riders.

All can serve a variety of personal and/or business
insurance needs. All afford conversion and exchange privileges

without evidence of insurability. And all provide survivors with
90 days of automatic protection.

Look to Harleysville Life for joint coverages that are ideal for
all the partners on your prospect list. Personal and commercial.

Harleysville Ufe. Where the challenge of change is met

with innovation.

A national ad campaign isn't
enough, says Reed Sten-
house's Richard Pierpont.

Harleysville

LIFE

INSURANCE COMPANY

Harleysville, Pa. 19438

© Harleysville Life Insurance Company, 1980
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GENERAL LIABILITY SPECIALLY DESIGNED
FOR SECURITY FIRMS

FIDELITY BONDCNG FOR GUARDS

Agents and Brokers are invited to write oL
: call for our exclusive checklist that will help
your Security Firm: insureds and pEospects
avoid dangerous gaps in coverage. It's FREE!

WE PROTECT THE PROTECTORS

BROTHERS, INC- »,

1 Merrick Avende, Wdstbu-ry, N.Y. 11590
.Call Toll Free: 800-645:3122 «
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Continued,»m prevwus page
FM stations "This is our Chinese
water torture campaign We come
at them every a m while oar target
buyers m e waking up "

® Billboards. "We strategically
place billboards on the interstates
leading from ereas where 99% of
the executives live”

. Sports television. "Business-
men watch sports, particularly
basketball m this area So we're
one of the primary sponsors of 35
University of Kentucky and Uni-
versity of Louiswlle broadcasts "

The high-rise

Some agents and brokers be- ,

lieve a big, spacious office I'Yn-
presseE clients Not so Ken Cole,

assistant vp for Marsh & MelLen-
nan in Denver

The Denver office occupies the
penthouse floor of a new suburban
Denver high-rise To get there, eli-
ents must switch elevators to go
the final floor That can be a pain in
the neck, Mr Cole says

"l honestly don't know d having
the lienthouse makes any differ-
ence, ' he says "We worry more

, about our c:fice's effie?ency than

its flash We bring clients up here,
but it is more to work than look at
the view A high-rise office may be
important to Loviyers, but To us, it's
a pnority way down the read "

The tie

Corporate ties are all the rage,
and the insurellee Industry is no
exception Inspired by the
brokerage's New York office, sev-
eral Corroon & Black ofPres give
them to valued customers

"We order them from an outfit m
Baltimore for about $4 each," says
C&B's John Corroon "They come

in threp colors

"l don't know, how they carrie
up,” Mr Corroon adds -They just
set,med like a good idea to p,ve us
some identity We also use pens,
lighters and searves for the same
purpose "
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Exchange befuddles brokers: Regulators

By DAVID SPERLING

NEVYVW YORK-VWhen the New
York Insurance Exchange starts to
soar, a lot of agents and brokers
may be left on the ground.

That's the warning from the New
York Insurance Department,
which has been sponsoring a se-
ries of seminars to inform agencies
about the placing of special risks

in the exchange and Free Trade
Zone.

"There's been a tremendous lack
of understanding in the market-
place about the exchange," said
Gerald Zipper, a deputy superin-
tendent who has conducted many
ofthe statewide seminars. Mr. Zip-
per admits the exchange has got-

ten off to a slow start, but predicts
business will boom once the cur-

rent "cutthroat market” starts to
tighten up.

The real key to the exchange's
future, he says, lies in the passage
of legislation-expected within a
year-to free the exchange to write
out-of-state business. The ex-
change can now write only foreign
risks, reinsurance and New York-
based risks rejected by the Free
Trade Zone.

The Free Trade Zone permits li-
censed insurers in New York to
write risks with $100,000 or more
in premium or exotic risks without
prior approval on rate and form.

Both the Free Trade Zone and
exchange were established to cir-
cumvent a "rigmarole" of rules
and regulations, Mr. Zipper says.

'Right now it's a
mishmash,’ says a
trade zone official.

Ironically, many brokers complain
that the exchange-touted as New
York's answer to Lloyd's of Lon-
don-itself suffers from excessive
regulation.

Domestic risks, for example, are
eligible for the exchange only after
they have been rejected five times
by Free Trade Zone insurers. And
only New York-based risks can
use the Free Trade Zone.

This process is a "real pain in the
neck," said David Weilgus, a mem-
ber broker of the exchange. Many
insurers, he charged, seem to not
even know they are members of
the Free Trade Zone and therefore
have not delegated anyone to ac-
cept or reject risks.

"I'm spending all my time look-
ing for people who don't exist to
say no," he complained.

Mr. Weilgus of Hirsch Wolf &
Co. says he has placed $75,000 in
premiums on the exchange so far
this year'. But if legislation
authorizing the exchange to per-
mit out-of-state business is
enacted, he expects to place "at
least $1 million or $2 miillion a
year."

Exchange and Free Trade Zone
officials say they are doing their
best to simplify procedure and
clear up any confusion for agents,
and brokers.

"Right now it's a mishmash," ad-
mitted Joseph Conroy, a Free
Trade Zone official in charge of is-
suing certificates of rejection, "but
we can straighten it out.”

Agents and brokers, he said,
may obtain a roster supplied by
the Free Trade Zone that lists par-
ticipating insurers an'd their lines
of coverage. Another list provides
the names of underwriters in each
company who have the authority
to accept or reject d risk.

So far, there has not been much
run-off into the exchange, but in-

surance officials deny the Free
Trade Zone is trying to "sandbag”
business. Instead: they say it's a
matter of explaining procedures
and promoting the exchange.

Since last March, the exchange
has been making slow progress.
From 13 underwriting syndicates
with a $60 million combined total
capital in March, the exchange
now boasts 18 syndicates with a
$92 million capacity as of Septem-
ber. Each syndicate has a capacity
ranging from $3.5 million to $10

A/BT

million.

Since the exchange is "hungry"
for business, some member bro-
kers report a better break on com-
missions. Mr. Weilgus of Hirsch
Wolf& Co. said hegets uptoa30%
commission at the exchange, and
an average of 20% as opposed to
15% in regular markets.

Commissions for nonmember

brokers, however, probably won't
be significantly affee.ed because
the exchange is designed to be a
competitive marketplace.

The exchange currently boasss
50 member brokers who act as bro-
kers' brokers, and seven associa:e
brokers wh-: can place risks on=y
for their own clients. Member bro-
kers are charged a $10,000 initia-
tion fee, $4,000 in annual dues and
a $25-per-employee assessment.

Until new- insurance exchange
legislation is enacted, the ex-

change will ca:er primarily to
high-powered brokers.

For smaller agents and brokers
ho do not have foreign connec-
tions or don't deal in reinsurance,
theexchange is "notthat feasible,"”
Bickford, the
e.change' s general coLnsel and

says Peter
secretary.

But if out-of-state business is
permitted, he added, smdler agen-
c. es will "most definitely benefit"
from the opportunity to place ex-

cessisurplus lines from the other
— = Staea— te = _ n
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~ We want agents to shop
around,"” says Commercial
Union's Charles J. Purrelli.

44

Computer links:

CU enters agency software market

BOSTON-Independent agents,
bogged down with many com-
puter system choices, will soon
have one more buying option.

Commercial Union Insurance
Cos.' Agency Management Sys-
tem, an agency software system
developed for the IBM Series |
computer, will be available next
spring. The package will compete
with Insurnet, Redshaw and other
systems for agents' automation
dollars.

The CU system, however, will be
sold by a computer services sub-
sidiary, Automation Services Inc.

Piiot's Automated Claims Evaluation System (PACE).
It is the last word in computerized systems. Combined
with the expertise of our claims examiners, it represents
an important new tool in Group Medical, Dental, Weekly

Benefits and Long Term Disability claims processing, and

makes you look very good to yourpolicyholders. PACE
produces accurate claims payments accompanied by a

detailed explanation of benefits form which provides more

data and a more understandable format. It prints a com-
puter generated letter when correspondence is needed.
PACE provides immediate response on requests for
information about all types of Group Medical, Dental and
Disability claims. Claims calculation is consistent and
accurate because PACE contains a complete schedule of
benefits foreachgroup policy. Claims data is fed into the

computer which compares them with the policy benefits -
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Rating information will still be
available to Insurnet, Redshaw
and other systems as part of the
insurer'sagency interface pro-
gram.

CU's interest in the AMS system
originated with its work with Red-
shaw and ARC, says Charles J.
Purrelli, first senior vp in charge of

automation.

In a program now expanded to

sets a new pace for the industry.

other software systems, CU con-
tracted with Redshaw and ARC to
add CU rating information to their
data packages. CU agents who had
the programs could buy or not buy
the added software, Mr. Purrelli
says.

"That plan worked well, but we
faced a tremendous market de-
mand to do more in the agency
computer area,” he says. "We
added more lines of business into
the ARC and Redshaw packages
and added other packages, but we
were constantly being asked when
we would get involved with IBM

thereby minimizing oversights and incomplete payments.
All claims records are on-line and immediately acces-
sible to our computer and our claims examiners, putting an
end to bothersome, time-consuming delays to search for a
file folder, and all related information, in order to answer
questions. Reports on claim payments, utilization and plan
adequacy are generated foryou and your policy holder.

It saves time and money for everyone.

PACE is the most recent example of how Pilot com-

bines the skills of its trained group staffand advanced tech-

nology as a part of a constant effort to improve service to
ourpolicyholders, agents and brokers. Find out how PACE
can play an important role in the future

ofyourgroup plans. Contact your
nearest Pilot Group Office now.

@mt

Pilot Life Insurance Co., Greensboro, NC. In the top 3% of the world's leading insurers. Life, Group, Health, Pensions, Equity Products.

computer systems."

Seibels, Bruce Group was work-
ing on a likely program, he adds.

"Coincidently, we were doing a
number of studies with Seibels,
Bruce," he says. "We found out
they were working with IBM
equipment. We were under pres-
sure to provide an IBM system. We
were looking at developing such a
system, but since Seibels, Bruce
had 70% of the system developed,
we decided to buy and complete
that system.”

Development of AMS will be
shifted to Automation Services as
of Jan. 1. With Mr. Purrelli as presi-
dent, Automation Services will op-
erate as a profit center at an "arm's
length"” from the rest of CU, he

says.

"We don't want to be in the posi-
tion of forcing our agents to buy
this system,” Mr. Purrelli says.

"It's their choice, because we
will continue to offer and more
fully develop our interface pro-
grams with Redshaw and the other
manufacturers. Agents can also
choose not to automate if they
don't want to. We want them to
shop around before they buy."

But the CU system has advan-
tages, Mr. Purrelli says,

"First, it is flexible,” he says.
'The program is written in CO-
BOL, which means it is written in
English. You could understand it
if | showed it to you.

"You will also be able to transfer

Aetna to

a similar

HARTFORD, Conn.-Like
Commercial Union, Aetna Life &
Casualty is entering the insurer-
agency computer software boom.

Aetna's program won't be nearly
as large as CU's, however, says
James P. Tackett, director of
agency computer marketing for
Aetna. Though it will be similar to
the CU system, tapping the IBM
Series | computer, the software
will be available only to Aetna’'s
8,400 agents starting next year.

The purpose of the program, de-
veloped by McCracken Computer
Inc., is to speed agency-insurer
computer linkups, Mr. Tackett
says. He says Aetna doesn't want
to wait for others to act.

"The reason we decided to de-
velop this software system is that
working on these linkups is com-
plex and expensive," Mr. Tackett
says. "At present, software ven-
dors are working on these efforts
with a large number of insurers.
Unfortunately, they have a limited
amount of resources to devote to
this effort.

"Suppose we developed a
linkup program in a particular area
that we wanted to get adapted to
other vendors' systems,” he adds.
"It would probably get done even-
tually, but we would have to wait
until our turn came up. By deve-
loping our own system, we can de-
velop programs quickly without
complications.”

The system will be aimed at
agencies with $3 million to $5 mil-
lion in premium volume and be
adaptable for agencies with $1.5
million to $10 million if agency
characteristics are right, Mr. Tack-
ett says. Like CU, Aetna chose the
IBM hardware because of its abil-



the program to other IBM com-
puters in the series,"” he adds.
"What this means is that if an
agency grows beyond the capabili-
ties of one computer, you can
change the IBM hardware without
major changes in the software.”

AMS will perform both"back of-
fice" functions (such as account
handling, mailings and marketing)
and rating and issuing policies, Mr.
Purrelli says.

"l think the basic requirement
in looking at any computer system
is not to look at how many people
you can let go today, but to plan to
use the computer to increase your
workload capacity so you may not
have to add as many people tomor-
row," he says.

Automation Services will begin
with a staff of 40 to 50, Mr. Purrelli
says. Those employees will be re-
sponsible for sale of the system as
well as software maintenance and
development of new programs.

"Once we sell the package, we
will handle everything. The
agency won't have to hire a com-
puter expert," he says. "Most im-

portantly, we'll do the problem
definition work.

"Computer problems can be
caused by the hardware, the
software or communication,” he
adds. "In trying to determine what
area caused the problem, the
agency can get rattled around from
one to the other. In our system,
we'll be responsible for determin-

ing what causes problems, no mat-
ter what.”

The future for Automation Ser-
vices and AMS will be in sales of
the entire system to agencies not
automated. Only about 3,000 to
4,000 agencies have any type of
automation system at present, he
says.

"We will sell some programs to
those agencies that already have
IBM computers,” Mr. Purrelli

generate
progrann

ity to expand and ease of program-
ming.

"Service capabilities were also a
big factor,” he says. "They have
the best and most developed ser-
vice system around. The final fac-
tor was that we, like other insur-
ance companies, use the IBM com-
puter.”

Even though the system will
only be offered to Aetna agents,
Mr. Tackett believes there are
some special benefits to choosing
his system:

. Marketing capabilities. Mr.
Tackett says the Aetna system has
an above-average system for pro-

A group of Boston indepen-
dent agents develop their
own software ... page 38J

filing customers. In addition, the
software will enable Aetna to sup-
ply agents with pre-written mar-
keting letters on Aetna programs
that they can adapt and print.

. Policy service functions. "We
think we can provide a better total
snapshot of a customer than other
systems," Mr. Tackett says. Infor-
mation that can be flashed upon
the terminal's screen at one time
will include the customer’'s name,
address, expiration date, claims
history, latest transaction, account
balance and other items.

. Easy access to files. Mr. Tack-
ett says programs are written in
English and conform to standard
insurance definitions.

. Single-entry input. "With
some systems, an agent has to en-
ter data to go to his market and
then enter it again to go into his
computer. We eliminate that extra
step,” Mr. Tackett says.

says. "There will also be some con-
versions, but we won't be aiming
at that because CU can interface
with almost anybody. The growth
area will come from agents who
haven't done anything yet and are
looking for a flexible system."

Mr. Purrelli adds he doesn't
think the system will attract agen-
cies to add CU as one oftheir mar-
kets.

"We hope to generate goodwill
for Commercial Union," he says,
"But | don't expect any new busi-
ness to show up. With AMS it will
be possible eventually to interface
with many insurance companies,
some ofwhich use IBM equipment
in their offices.

"l want to eliminate paper,” he
says. "l want to more fully inte-
grate word processing and data
processing. That's why AMS will
offer both in phase one of the proj-
ect. Phase two, which we're work-
ing on, will hopefully marry those
together to go a long way toward
eliminating paper.”™
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"WE KNOW OUR BUSINESS
AND WE WORK FOR YOU!"

That's because as an MGA. we are specialists in AUTOMOBILE DEALER INSURANCE.

- Available exclusively to the Independent Agent
- Extremely sophisticated coverages offered

- Composite Rated. Monthly Pay

* Endorsed by two top Import Manufactirers

DON'T LOSE YOUR GOOD ACCOUNTS TO THE DIRECT WRITERS.

Call or write: Richard R. Balsiger. Assistant Vice Fresident

"5 C0%"4

DEALER COVER, INC.

21535 Hawthorne Blvd. Suite 322. Torrance. CA 90503 213/540-9221 .-.

Iftimeis money,

now you can

et more of both.

Let John Hancock take the details of association service off your hands,
and you'll have more time to spend making new sales.

We have a completely separate division devoted exclusively to associa-
tion insurance service. Our staff includes underwriters who are experts in
association group insurance, account executives who are accessible when-
ever you or your clients need them, and experienced group field representa-
tives located nationwide for on-the-spot assistance. We'll see that the whole
process goes smoothly right from the start.

If your clients are interested in administration services, you can choose
the level of administration that best fits their program requirements. For
example, you could choose complete administration which includes billing,
collecting and depositing member contributions as well as processing
member enrollments, answering individual member's questions and main-
tainingall insurance records. Oryou could choose to have us simply bill
the association's members.

In addition, enrollment sales promotion services are available to help
associations attract new members to join their programs.

And to help keep members happy, we have a national on-line computer
claim payment system- HANSTAR-which ensures accurate and timely
claim payment service.

These are some of the reasons why brokers across the country have used
John Hancock to service over 200 association clients with comprehensive
programs for life, health, long term disability and dental insurance. Write
now for further information on how John Hancock can help you with your
association business. We'll put a lot of people to work so you can spend your
time more profitably- making new sales.

r -\\Vrile here:-.

Yes, | want to learn more about how John Hancock services can help give me
more time for making sales.

Name

Company Tl

Address

City S t=atfF i >

Send to: Mr. Richard Vose, Second Vice President, Association Services,

T-28, John Hancock Mutual Life Insurance Company, RO. Box 111,
John Hancock Place Boston MA 02117

|

4# Mutual Life Insurance Company

Boston, Massachusetts
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"None of us could have developed this computer software by
ourselves," says Sanford Elsass. "It's not financially feasible."

Boston agents join forces
to design computer syste m

NEWTON, Mass.-Macintyre
Fay & ThayEr is out to prove it isn't
only the big guy : who are getting
into the agency software design
tusiness.

Not that MF&T, along with the
four other metropolitan Boston
agencies ttat h: ve joined in the
venture, wouldn't have preferred
gurchasing a software system. But
the five agencies believed existing
Trograms iust weren't right for
them, says Sanford D. Elsass, vp-
cperations -ir MF& T.

"We knew that we needed a so-

Thisticated comduter system in or-
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what we felt we needed.

"As we talked further with ex-
perts in the field, we began to feel
that we had an excellent chance to
develop as good a program as there
was on the market currently. We
felt that we might even be able to
peddle such a program because no
suppliers are currently going after
thelarge agency and brokerage
market,” he added.

cer to grow in the years ahead,” MF&T will use its current ser-

Mr. Elsass says of his $3 million

(commissiins) agency. "But when
we looked arourd, we didn't find

Whyonearthwouldan
iIndependent agent tie
himself downto one company?

INAs 1-COMPAR agent
Jim Knepper speaks his mind:

" Becoming a 1-COMPAR agency has
had a real iinpact on our bottom-line
performance. We dispensed with moun-
tains of paperwork and freed our pro-
ducers to go after more of the profitable
commercial business in our area. The
kind of top-quality accounts that allow
us to benefit greatly from COMPAR
profit-sharing. Another thing
COMPAR can provide financial assis-
tance if we decide to add to our staff. It's
a beneficial relationship all around - but
we're still an independent business, still
100% privately-owned and operated.
Only now, we have the ability to draw
on all of INAs products, experience
and resources. That's a nice,

secure feeling."

INAs 1-COMPAR program enables selected

agents. to-enter into, an agreement with INA ,/,)%.™*

about qualifying as a 1-COMPAR agency,
contact Richard B. Light, Vice President,
Insurance Company ofNorth America,

1600 Arch Street, Philadelphia, PA 19101. . i*>6
The Professionals =1 _ " _ " 1 F s -

1.}%,2= F"

vice bureau and another computer
firm with hardware expertise to
develop the system. The main goal

IS

JiKnepper, CPCU CLU, of the Knel@ Age cy. Somerset, Pennsylvania

is to gain up-to-date policy infor-
mation, communication with in-
surers, letter-writing and word-
processing capabilities and imme-
diate updating of insurance files
and information.

Some of the development work
will be difficult, some easy, says
Gerry Vahe, president of the firm
established to run the computer
system for the five agencies.

"The development of the
software really isn't that hard. Ev-
eryone blows its difficulty out of
proportion,” Mr. Vahe said. "Many
of the accounting functions have
already been widely developed
over the past 10 years. Mainte-
nance (upkeep and adding new
programs) is the hard part, and
that's why we went to an outside
consultant to help us."

The five agencies employ about
300 people and handle about $10
million or $11 million in premiums
per year, he adds. The offices are
located all over the Boston metro-
politan region.

"One of the problems that we
face is that one of the agencies has
11 different offices,” Mr. Vahe
said. "Clients can pay their bills at
any one of the 11, so each location
must have access to the files of the
entire agency. We had to devise a
special package for that, because
the other four agencies didn't need
it

Before making the decision to go
on their own, the agencies sought
out programs offered by other
software suppliers. Insurnet told
the group it could adapt its system
for smaller agencies at a cost of
about $1 million. That was too
high, however, for what the group
felt it would get from the Insurnet
programs, Mr. Vahe said.

"That cost would have choked
our group,” he said. "When we
priced the comparable hardware,
we found we could get it for about
$500,000. That left $500,000 of their
asking price for software and |
know we can do it for less. The
other factor in our decision not to
go with them was the program's
capacity. We needed more ter-
minals than their system could
drive.”

Of course, there is another moti-
vation, said MF&T's Mr. Elsass.

"Primarily, what we are trying
to do is to solve MF&T's prob-
lems," he said. "If that works,
though, then we can make a deci-
sion to take our program and go to
the outside world with it. We're
convinced that it will work for us
and other large agencies as well.

"We think that we can do it for
less than anyone else can, but |
personally would be satisfied ifwe
came up with a super system, even
if we don't save anything.

Mr. Elsass and Mr. Vahe said the
system should be operating by
next summer. Right now the com-
puter action is taking place in the
building that houses MF&T here,
but soon the computer operation
will move to its own location.

Mr. Elsass said he's especially
proud ofthe cooperation shown by
the five member agencies.

"None of us could have done this
by ourselves," he said. "It's just
not economically feasible. We
would have to pay for all the staff
and fund all the development-
with no real advantages for doing
so

"We're starting the system with
enough capacity so that none of us
will have to worry about whether
the computer system can handle
our growth for the next five years
orso. And none of us will have too
much of our revenues tied up in
technology.,” he added. .



Defeat clouds bank holding bill

By JERRY GEISEL

WASHINGTON-Insurance
agents' 10-year battle to get banks
out of the insurance business suf-
fered a serious setback last month.

Sen. John Durkin (D-N.H.), who
almost single-handedly has
pushed for federal legislation
sharply restricting banks' insur-
ance activities, was defeated in his
bid for re-election by Warren Rud-
man, New Hampshire's former at-
torney general.

"With the defeat of John Durkin,
the entire insurance industry, in-
cluding agents, lost a real friend in
Congress,"” says Harold Eberle,
director of governmental affairs
for the Independent Insurance
Agents of America.

"We're very disappointed that he
(Sen. Durkin) was defeated," adds

Law allows

renewal

commission

WASHINGTON-Retired
agents and brokers who watched
Social Security benefits get eaten
away by 1977 amendments to the
Social Security Act will be able to
get that money back.

President Carter has signed a
bill granting independent agents
the right to renewal commissions
as a retirement benefit without a
reduction in Social Security bene-
fits.

The bill ensures agents will re-
ceive all benefits lost since the
1977 amendments went into effect

Jan. 1, 1978. Those amendments
considered renewal commissions

as income earned after retirement
that reduces Social Security bene-
fits.

"We were just beside ourselves
with joy that the bill passed,"” says
Michael Kerley, counsel on gov-
ernment affairs for the National
Assn. of Life Underwriters.
"Everything went through as we
had hoped.”

The law affects agents between
the ages of 62 and 72. Retirees in
this age bracket are penalized $1 in
Social Security benefits for every
$2 in income they earn over $5,000
a year.

Insurer and agency groups ar-
gued in favor of the law, saying de-
ferred compensation payments are
not normally included in income
for the purpose of decreasing a
person's Social Security benefit.
The 1977 amendments singled out
agents for unfair treatment, they
said.

The effect of the law will vary
from agent to agent, Mr. Kerley has
said (A/BT, May 26). However, the
loss of income has been a big
worry for many agents. The aver-
age retired life agent, he said,
would make more than the $5,000 a
vear.

No procedure has been set up for

return of the lost income from the

government, Mr. Kerley says.

"Because the new law is retroac-
tive to Jan. 1 1978, agents are going
to have money coming," Mr. Ker-
ley says.

"But | don't know yet how that
will occur, or how long it will take
to set that system up.”

The U.S. government estimated
the tab for the new Social Security
law at $36 million for the first year
and $14 million or $15 million a
year thereafter for all self-em-
ployed persons.

The National Assn. of Life Un-
derwriters has estimated life un-
derwriters would be due about $5
million of the $36 million. .

A/BT

Richard Charlton, federal affairs
director for the Professional Insur-
ance Agents.

The loss of Sen. Durkin means
there will be no one in the Senate
to take the lead in pushing for the
bank holding legislation in the
new session beginning in January.

In the House of Representatives,
the situation remains cloudy. Rep.
James Hanley (D - N.Y.), the mlor
proponent of bank holding legisla-
tion, has retired.

But Rep. Fernand St. Germain
(D-R.1.), who along with Rep. Han-
ley sponsored a bank holding mea-
sure this year (H.R. 2255), will re-
turn to Congress.

In addition, Rep. Thomas Ashley
(D-Ohio), a persistent foe of the
bank holding bill, was defeated by
Toledo attorney Ed Webber. "We
really went after this guy (Mr.
Ashley),"” the IIAA's Mr. Eberle

says.

Both the IIAA and the PIA agree
legislation that would set mini-
mum federal standards for state
workers compensation pro-
grams-an idea resisted by agents
and other business groups-is
dead.

Sen. Harrison Williams (D-N.J.),
who pushed for such legislation
during the last eight years, no
longer will be able to influence the
course of that proposal.

With Republicans taking control
of the Senate, Mr. Williams has to
turn over the chairmanship of the

Play

Santa

toyour
INsureds

Bring them an extra

line ofcredit.

'Tis the season for giving. Spread
cheer among your insureds and

prospects by suggesting that AFCO

finance their insurance premiums.

Senate Labor and Human Re-
sources Committee, which has
jurisdiction over workers compen-
sation issues, to Sen. Orrin Hatch
(R-Utah).

Sen. Hatch is an ardent believer
in state control of workers com-
pensation.

"The federal government
doesn't have the funds and it
shouldn't be shoving its fists into
state programs," he says.

There may be a move toward
adoption of legislation requiring
employers to offer catastrophic
health insurance coverage, says
IHAA's Mr. Eberle.

Sen. Robert Dole (R-Kan.), who
favors such a mandate, now will be
in a better position to push for
such legislation as the new chair-
man of the Senate Finance Com-
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Sen. John Durkin's defeat is a
setback for the bank holding
bill, say independent agents.
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Quasi-franchise 6builds

"We'll do everything but sell,"
says KHIMCO's Doug Avery.

fl52-21.:
(=:"):1PIA1:.

COLUMBUS, Ohio-Douglas
Avery says he isn't starting a fran-
chise group. But he admits the fact
that there has been little franchise
group activity in Ohio isn't going
to hurt his new venture.

Mr. Avery becomes the new
president of KHIMCO Jan. 1.
KHIMCO is a new organization
formed by local investors that
hopes to own or manage 50 of
Ohio's 2,000 independent agen-
cies. The firm will take a low pro-
file and support local identity, he
promises.

"We believe we can provide the
things agencies need for success
without tying them down with a
restrictive franchise contract,” Mr.
Avery says. "That's one difference
between us and them. Another dif-
ference is that we are trying to
form a statewide rather than re-

A/BT

gional organization. We know the
insurance climate here and the
markets.”

While franchisers say they don't
want to own agencies, KHIMCO is
more than willing to buy.

"Our goal is to buy about half of
the 50 agencies and help with the
management of the other half,”
Mr. Avery says.

"With the purchase option, we're
looking toward senior managers of
a successful agency who are look-
ing toward retirement a few years
down the road,"” he says. "With the
management option, we're offer-
ing the services of Kientz & Co. (a

Columbus-based agency), its com-

"Homer, the claim department is closed!"

Our sleepwalker is surely acting out his
innermost frustrations. But should he
happen upon a Bituminous claim depart-
ment, he's due for a pleasant awakening.
While Bituminous claim personnel can't and
won't promise the "moon" they do provide
claim service that is reliably prompt, as well
as fair and accurate. They're dedicated

Ohio identity’

puters and its people. We'll try to
do everything for the agency but
sell.”

If an agency chooses the man-
agement option, services will be
paid for with a percentage of com-
missions resulting from the ser-
vices. Agencies won't have to pay
for commissions obtained without
KHIMCO's aid.

Ohio is an ideal state for such an
arrangement because it has 50
population centers of more than
75,000 people, Mr. Avery says.
KHIMCO won't sell territorial
rights to its services, however.

Help with markets will be a big
part of the KHIMCO package, he
says.

"In Ohio, the makeup of agen-
cies is such that they find they
can't meet the increasing volume

professionals who care about your business
and try very hard to shrink claim turn-
around time. Contact Bituminous for the
facts. Bituminous...property/liability com-
panies specializing in business insurance.

U Bituminous

INSURANCE
CONMPANIES

Home Office. Rock Island, lllinois 61201

Branch and Production Offices: Atlanta, Baltimore, Birmingham, Charlotte, Chicago, Columbus, Dallas, Denver,
Des Moines, Indianapolis, Kansas City, Louisville, Memphis, Milwaukee, Minneapolis, Nashume,
New Orleans, Omaha, Philadelphia, Pittsburgh, Richmond, Rock Island, St. Louis, Southfield

demands of the companies today.
They get left out of the good pro-
grams,”" he says. "With 50 agencies
united together, we can get them
those programs.”

Still, a local image is important
to the KHIMCO package.

"We're great believers in local
identity," he says. "As far as adver-
tising is concerned, we'll aid agen-
cies in building their local identity.
But we won't have an umbrella
campaign or anything like that.
Members of our group will use the
KHIMCO identity for their large
commercial accounts that want
proof of stability and backing.

"The franchise groups we have
heard of also say they back the
agent up, but they seem to be
rather absentee organizations,”
Mr. Avery says. "They say they can
service a small Ohio community
out of the West Coast, but | don't
know if they can. Insurance is a
service business and we can pro-
vide close and personal service."

Mr. Avery is executive vp of the
Independent Insurance Agents
Assn. of Ohio. After 25 years with
the association, he believes it is
time for a change. .

Push change:
PIA president

LAS VEGAS-The future be-
longs to agents and insurers who
are willing to change, the newly in-
stalled president of the National
Assn. of Professional Insurance
Agents said here.

Bert J. Leavitt of Las Vegas
spoke out against "agents and
companies (who) are spending a
disproportionate number of dol-
lars to keep things the way they are
and always have been, instead of
researching the future." Agents
must consider how different mar-
keting methods and product de-
signs could inject life into the in-
surance industry, he added.

The PIA, he said, has shown a
willingness to listen and try the un-
usual.

"It's human nature to tend to re-
sist change," he said. "Most of us in
this industry have suffered from
negativism or tunnel vision at one
time or another. It's easy to react in
fear and be willing to live with the
negatives because we'd rather not
change if we can avoid it. That con-
spires to make us join movements
dedicated to impeding or halting a
trend.”

Mr. Leavitt predicted a "process
of evolution” is under way that
won't be stopped by advertising
dollars or legislative efforts. The
PIA, he added, must "become the
association that offers the alterna-
tive of taking the long-range
view-not the one that looks for
short-range fixes and defends the
status quo because that's the pos-
ture which is popular with its
membership."

One example of this posture, he
added, is a project partially spon-
sored by the PIA to explore the
probable development ofthe prop-
erty/casualty industry into the
next century.

Agents also must realize politi-
cal, social and economic changes
will help shape the situations
agents will face in future years, Mr.
Leavitt said.

Inflation, for example, will make
personal lines buyers increasingly
price-conscious. Commercial ac-
counts will turn to self-insurance
and association group programs.
Computers and employee job de-
mands also will affect agents in the
future, he added.

Dow Reichley of Reichley Insur-
ance Services of Xenia, Ohio, was
elected president-elect. .
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Japan eases export cover rule

TOKYO-The Japanese govern-
ment is loosening the require-
ments of its export insurance sys-
tem in an effort to encourage more
plant exports.

The government no longer will
require a letter of guarantee from
businesses applying for export
coverage. It will assign premiums
for investment insurance on a
country-by-country basis and will
speed negotiations with other
countries, including Britain and
West Germany, on agreements to
ease insurance requirements.

The government also will ex-
pand export insurance to cover
war, civil disturbances and other
risks it did not cover.

Income insurance

REGINA, Saskatchewan-

worldwide

Canadian farmers will push for an
income insurance plan in the 1980s
before undertaking any major ef-
forts to increase production, ac-
eording to Edward Turner, presi-
dent of the Saskatchewan Wheat
Insurers Pool.

Such aplan could increase grain
production by 16 metric tons over
the next decade. Farmers need to
grow 50 million tons of grain over
the next five years to meet national
export quotas, a 40% increase in
production, he said.

But variable factors in weather
and cost increases for imports
make it necessary for farmers to
have some type of income insur-
ance before they attempt to meet

Most people budget

for day-to-day expenses,

but when unexpected costs spring up

they can disrupt even the best savings plan.
That's what makes dental coverage so
valuable in today’'s insurance marketplace.

Crown Life is one of the most flexible and

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

competitive rates.

Crown's approach organizes dental services
into a series of levels. In this way, the Dental
Plan can be constructed to best meet your
clients' needs and financial resources. Larger
groups can begin their plan with Preventive
Services such as examinations and X-rays
plus Minor Restorative Services like fillings i Company
and extractions. Many firms will also want to :

include Major Restorative Services such as : Address

crowns, bridges and dentures and then . City

complete their coverage with Orthodontics for

*CROWN

children.

LIFE

the challenge, Mr. Turner said.

Subsidiary covered

SKOKIE, IlIl.-G.D. Searle said
the pharmaceutical firm pur-
chased by its Venezuelan subsidi-
ary to market drugs is covered un-
der its huge self-insured retention
for product liability.

The firm, Cosmos, is the second
largest pharmaceutical manufac-
turer in Venezuela, recording sales
of $4.8 billion in 1979.

Liability limit
BONN, West Germany-The
West German Supreme Court has

ruled a shipline's liability for cargo
in containers cannot exceed the
$649.38 legal limit for each con-
tainer.

The Supreme Court ruling over-
turned an appeals court decision
that the ship line was liable for the
full amount ofvalue on 672 cases of
fruit that were spoiled during tran-
sit fromm Melbourne, Australia, to
Hamburg, Germany.

The shipper offered only the
$649.38 per case even though the
transporting firm filed claims of
about $7,000, much more than that
amount.

But the high court said the ship
company was not, liable for more
because the cases' contents could
not be recognized by their external
appearance. The court said the

shipper couldn't tell the cases con-
t=aimed fruito -
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comings &
goings: buyers

Crouch

accepts
new post

ANDREA CROUCH has been
appointed to the newly created po-
sition of employee relations direc-
tor at Ashley's Outlet Store Group
in.St. Louis, a subsidiary of
Kellwood Co. Before accepting
this new position, in which she will
handle employee benefits, Ms.
Crouch was personnel supervisor
for Kellwood's corporate employ-
ees and the Ashley group. A gradu-
ate of Western Kentucky Univer-
stiy with a bachelor's degree in
psychology, she joined the com-
pany in January. Before joining
Kellwood, where she now reports
to vp o f personnel Charles W. Bar-
tells, Ms. Crouch worked in the
personnel departments of Glaser
Corp., Emerson Electric Co. and
General Electric Co.

Joan Chesterton has been pro-
moted to director of personnel at
the head office of Zurich-Ameri-
can Insurance Cos. in Schaum-
burg, Ill., to replace Dan Borbas,
who was promoted to director of
administration. Ms. Chesterton
will handle employee benefits. She
joined the firm in 1974 as a man-
agement development specialist
and -was promoted to director of
the training and development de-
partment in 1979. Ms. Chesterton,
who now reports to Mr. Borbas,
has bachelor's and master's de-
grees from the University of Illi-
nols.

— e —

Raymond A. Zadenetz, 53, for-
merly assistant corporate insur-
ance manager at Pullman Inc.,
joined EBASCO Risk Manage-
ment Consultants Inc.'s Chicago
o ffice Dec. 1 as a senior consultant.
He holds a CPCU, ARM and bach-
elor of science degree in com-
merce and law from the University
of'lllinois. Healso is workingonan
MB.A, at DePaul University. Mr.
Zadenetz left Pullman in a massive
personnel cutback upon Wheele-
brator-Frye's purchase of

Pullman.

Congoleum Corp. in Ports-
mouth, N.H., has named David
Hampson, 28, director o f risk man-
agement. In this position, created
during a company reorganization.
Mr. Hampson reports to Carl
Morin, vp-treasury and adminis-
tration. Mr. Hampson worked for
Harris Corp. in Melbourne, Fla.,
for the past three years, most re-
eently as supervisor of corporate
risk management and has an
M.B.A. degree with a concentra-
tion in risk management from the
University of Georgia.

Jeff Stevens, 38, has been named
risk manager for the city of Santa
Ana, Calif. In this- position, which
has been vacant for a few years,
Mr. Stevens reports to City Man-
ager A.J. Wilson. Before joining
the city, he was risk manager for
Petersen Publishing Co. in Los
Angeles. He has a bachelor of sci-
ence degree from Milligan College
in Tennessee and.has earned an
ARM designation.

We'd like to report on staff
changes in your Tisk management
or employee benefits department.
Just drop a note to Marv Ann
Matlock, Business Insurance, 708

Third Ave., N.Y. N.Y., 10017 or call
212-986-5050.



Armco completes purchase of NN Corp.

ARMCO INC. has completed its
purchase of NN Corp., a Milwau-
kee-based insurance holding com-

pany.
The transaction is valued at

$394.5 million.

After completion of the acquisi-
tion, Armco announced the forma-
tion of Armco Insurance Group
Inc. The insurance group will be
responsible for the parent firm's
domestic insurance and related ac-
tivities.

The group will be based in Mil-
waukee and headed by William M.
Berry, NN chairman and chief ex-
ecutive officer, and Frans R. Elia-
son, NN president and chief
operating officer.

The insurance group will con-
stitute the largest division of
Armco's financial services group,

which will continue to be headed

900 accept

Sears' early
retirement

Crain News Service

CHICAGO-Sears, Roebuck
and Co. reportedly has been able to
convince slightly more than 900
salaried employees with 20 years
seniority to take advantage of an
early retirement program.

The plan is designed to trim the
corporate payroll and inject youn-
ger blood into the aging retailer's
hardened arteries (Bl, Sept. 15).

Though Sears officials won't re-
veal figures or discuss the
program's success, insiders say al-
most half the eligible 2,200 em-
ployees welcomed the opportunity
to retire Dec. 31-if for no other
reason than to put to rest questions
of job security arising from the
company's massive, ongoing reor-
ganization.

Deadline to accept the offer was
Nov. 28.

"The mjority are happy to hear
about it,"” said one employee. "A
few felt Sears didn't want them
anymore. But most are glad to take
advantage of it."

Sears has set aside $20 million
for the plan. It offers senior sala-
ried employees older than 55 bene-
fits on a sliding scale, depending
how close the individual is to hav-

ing earned full pension benefits.

The maximum benefit is half
pay for three years to be distrib-
utad in monthly installments be-
ginning next January.

Early retirees will receive other
standard retirement benefits such
as profit sharing, a medical plan,
life insurance and a lifetime em-
ployee discount.

All executives who will be at
least 55 years old with 20 years of
continuous service by Dec. 31 are
eligible. In September, a Sears
spokesman estimated 500 to 600
executives would take advantage
of the offer.

Besides top-level officers, the of-
fer has been accepted by a variety
o f employees ranging from a bud-

getadministratortothecompany's
head nurse.

AnNnd one woman who had less
than the required 20 years with
Sears convinced the company she
should be included.

"They figure if they stick around
they won't have a job and they
won't get such a deal,” one em-
ployee said.

With the exception of a letter
sent Sept. 8 to eligible employees,
Sears soft-peddled the offer to
avoid the sticky age discrimina-
tion issue. Moreover, those accept-
ing were asked to sign statements
saying their resignations were vol-
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markets

by H.T. Cohn.

E/S insurer

Markel Corp. has formed Essex
Insurance Co.,an excess/surplus
insurer writing property/casualty
business. Essex is licensed in Del-
aware and plans to be approved as
a nonadmitted insurer in all other
states.

Richard L. Smith, formerly with
St. Paul Surplus Lines Insurance
Co., is president of the new com-
pany, headquartered in White Bear
Lake, Minn. Business will be pro-
duced through a nationwide net-
work of general agents. Under-
writing Management Inc., another

Markel subsidiary, will serve as
underwriting manager.

Acquiisitions

National Underwriters Inc. of
Indianapolis has merged with Poe
& Associates Inc. of Tampa. Na-
tional Underwriters will operate as
a wholly owned subsidiary of Poe
and retain its current manage-

ment.

Marvin H. Plotnick & Co. has
been merged into the international
division of Great Lakes Agency
Inc. of Chicago. Leonard Wass-

dorp, vp of Great Lakes, will con-
tinue to service these accounts as
the chief marine officer.

R.L. Jones & Associates Inc. in
Detroit has reached an agreement
in principle to merge with Corroon
& Black Corp. The firm will be
combined with an earlier acquisi-
tion, the Puritan Agency Inc. in
Southfield, Mich., into Corroon &
Black of Michigan Inc. The former
Puritan Agency will operate as the
contractor services division of
C&B of Michigan under its present
management. Eugene F. Lee, pres-
ident of R.L. Jones, will become
chief executive officer of the com-
bined operations.

Dougan, Eader, Reynolds &
Wheller Inc. has reached an agree-
ment in principle to be acquired by
Rollins Burdick Hunter Co. in
Chicago. Dougan, Eader, Rey-
nolds & VWWheller is based in Seat-

tle, with an office in Anchorage,
Alaska. The firm will continue to

e-1-17 -

be managed by its present officers.
Booth, Potter, Seal & Co. Inc., a
Philadelphia-based reinsurance
intermediary, has acquired West-
ern Treaty Underwriters Inc. of
Denver. The new acquisition will
operate as the Denver office of
BPS & Co. under the direction of
senior Western Treaty Underwrit-
ers officers. Terms of the transac-
tion were not disclosed. BPS & Co.
is a wholly owned subsidiary of
Rollins Burdick Hunter Co.
Alexander & Alexander has
merged with two San Jose, Calit,
firms, Mark F. Hopkins & Co. and
Sally Gund Inc. The first firmm han-
dles commercial and personal
lines risks; the latter specializes in
property insurance for condomin-
ium associations and apartments.
Both firms will become part of
AEA's San Jose office.

1,-1
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Sweden trip spurs sawmill safety push

U.S. sawmills can take a tip from safety programs used by their Swedish counterparts.

52 great issues coming up!
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By JOANNE WOJCIK
O'HARE

PORTLAND, Ore.-Visitors
from the International Wood-
workers of America found the
Anebyhus Co.'s sawmill near
Johkoping, Sweden, significantly
different from those at home.

Without straining, they could
hear each other's voices above the
hum ofconveyor belts pulling logs
into the spinning saws. Workers
were attending to duties in well-lit
and dust-free work stations.

"The Swedes fit the workplace
to the dimensions and capabilities
of human needs instead of the
other way around," said Denny
Scott, research economist for the
IWA in Portland.

The June 1979 visit has spurred
the union to push for similar safety
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precautions in sawmills in the
United States and British Colum-
bia, Mr. Scott said.

The union already has con-
ducted a major survey o f its mem-
bers on chain saw safety and is set-
ting up a committee to study de-
sign changes.

The IWA also plans to request in-
dustry contributions o f a half cent
per manhour to finance health and
safety research on solutions to
problems in sawmills and to train
safety personnel, Mr. Scott said.

Each year, Sweden's wood
manufacturing industry has less
than half as many injuries per
worker as in the United States,
IWA statistics show,

Besides noise reduction, many
highly toxic chemicals used as pre-
servatives have been removed
from the work process, the IWA
says.

Sweden's success is attributed
to improved equipment and work-
place design, based on suggestions

from industry employers, equip-
ment manufacturers and workers.

A national Work Environment
Fund, which is financed by a 0.1%
payroll tax on all employers and
guided by a union-dominated
board, supports research. National
committees in major industries de-
termine research priorities and re-
view proposals submitted to the
fund.

The fund also financed training
for more than 200,000 safety stew-
ards and other personnel during
work time. Employer costs, in-
cluding lost-time wages, have to-
taled almost $30 million per year--
125 times what U.S. employers
spend each year for health and
safety training.

A study of the protective cloth-
ing worn by loggers also was con-
ducted at fund expense. It found
that the outfits were so uncomfort-
able they contributed to accidents.
A committee was organized to im-
prove design.

The Swedish National Safety
Board, similar to the U.S. Occupa-
tional Safety and Health Adminis-
tration, issues standards based on
design progress. New hand guard
requirements for chain saws
helped reduce hand and wrist inju-
ries in the logging industry by 90%
from 1967 to 1976. Chain brakes
helped decrease foot and leg in-
juries more than 50% in one year.

While OSHA has one inspector
per 3,500 workplaces, the Swedish
National Safety Board has one for
every 400. The Swedish inspectors
have the power to levy fines and
require health and safety changes
at employer expense.

"Sweden has regulations,” Mr.
Scott explained. "But they rely
more on work done by commit-

tees.”

The main focus of the IWA's

safety drive will be work stations.
"The most common injuries after
cuts and lacerations are strains
and sprains," Mr. Scott said. Be-
cause work stations are not de-
signed properly, workers must
contort themselves to perform, he
said. Stress also contributes to in-
juries, he added.

Demands for union involvement
in establishing workplace and
equipment standards have been
made in collective bargaining in
British Columbia, but the union
did not win them. With the reces-
sion and housing slump threaten-
ing work shortages in the United
States, the union did not have
much success either implement-
ing its new ideas during the last
summer's contract negotiations.

Still, Mr. Scott says, the drive
has gained momentum and the
union is confident its demands
will be met in British Columbia in
1981 and very soon in the United
S ttrtates = .



Continued from page 6

MekKeel Avward from I11A for
achieving the highest grade aver-
age in examinations leading to the
Certificate in General Insurance
among graduates in claims and ad-
justing work.

- Helen J. McKinney of Sneed-
en Insurance Service in Brevard,
N.C., who received the NAIW In-
dustry Award presented by the
National Assn. of Insurance
Women for achieving the highest
grade average in examinations
leading to the Certificate in Gen-
eral Insurance among those em-
ployed by an agency or brokerage
firm.

- Dianna M. May ofGeneral Ad-
justment Bureau in Rochester,
N.Y., who received the NAIIA
Award presented by the National
Assn. of Independent Insurance
Adjusters for achieving the high-
est grade average in the six exami-
nations leading to the Associate in
Claims diploma.

= William Arthur Yeager of
State Farm Cos. in Memphis, who
received the Chairman's Award
from the IIA and the American In-
stitute for Property and Liability
Underwriters for achieving the
highest grade average in the four
examinations leading to the Asso-
ciate in Management designation
and diploma.

- Catherine M. Chamberlin of
Merchants Insurance Group in
Buffalo, N.Y., who received the
President's Award for achieving
the highest grade average in the
four examinations leading to the
Associate in Underwriting desig-
nation and diploma.

« Cheryl N. Magrini of Con-
tinental Insurance Co. in Okla-
homa City, who received the So-
ciety of CPCU Edward Rochie
Hardy Memorial Award for being
chosen the outstanding- graduate
in the Certificate in General Insur-
ance program based on grade aver-
age, an essay and an overall evalua-
tion of business aptitude and fu-
ture potential.

Finalists for this award were
also named. They were:

James C. Ausborn, USF&G
Cos., Portland, Ore.; Debbie A.
Dangler, Transamerica Insurance
Group, Spokane, Wash.; Patricia
R. Gould, Mercer Insurance Co.,
Savannah, Ga.; John W. Kane lll,
Kane, Hall & Palmtag Brokers,
Watsonville, Calif.; Robert A. Kil-
coyne, Cincinnati Insurance Co.,
Cincinnati; Jerome R. Logan, The
Hartford Insurance Group, Chi-
cago, and Patricia A. Ludwig,
Farm Bureau of Michigan, Lans-
ing.

. The Honorable Order of the
Blue Goose International Awards
were presented to recipients of the
Certificate in General Insurance
who received the highest grade av-
erage in each of the organization's
four regions. 1980 winners by re-
gion were: Central, Jerome R. Lo-
gan, The Hartford Insurance
Group, Chicago; Eastern, Joanne
C. Schwab, Nationwide Insurance
Co., Butler, Pa.; Southern, Vivian
R. Brewer, Frank B. Hall of Geor-
gia, Atlanta, and Western, James
C. Ausborn, USF&G Cos., Port-

land.

The other winners of awards for
scoring the highest grade on indi-
vidual examinations are:

. Insurance 21, Kenneth E.
Corn, Fireman's Fund Insurance
Co., Philadelphia (December
1979), and Paul M. Bancroft,
Fireman's Fund Insurance Co.,
San Francisco, Calif. (May 1980).

. Insurance 22, Patricia K.
Jones, Underwriters Adjusting
Co., Knoxville, Tenn. (December
1979), and David E. Brown, West-
ern Insurance Group, Lexington,
Ky. (May 1980).

. Insurance 23, Judith E. Plum-

mer, St. Paul Cos., Bellaire, Tex:
(December 1979), and Marilyn Ro-
selle, Kennett Square, Pa., (May
1980).

. Adjusting 31, Dennis VWV.
Atkins, American Family Mutual
Group, St. Joseph, Mo. (December
1979), and Mary E. Koolish, St.
Paul Cos., San Jose, Calif. (May
1980).

. Adjusting 32, Randall L.
Snow, Erie Insurance Exchange,
Waynesboro, Va., (December
1979), and Robert A. Arnold, All-
state Insurance Group, Seattle
(May 1980).

. Adjusting 35, Steven M.
Hatch, General Adjustment Bu-
reau,Atlanta(December 1979),and
Laura S. Edmunson, Aetna Life &
Casualty, Orange, Calif. (May
1980).

. Adjusting 36, Charlote A.

Rheinhardt, Prudential Property
& Casualty Co., Towson, Md. (De-
cember 1979), and Mary Ellen Thi-
bodeau, Amica Mutual Insurance
Co., Wethersfield, Conn. (May
1980).

- Management 41, Theresa M.
Klubertanz, Cuna Mutual Insur-
ance Co., Madison, Wis. (Decem-
ber 1979), and Ruth H. Sherrick,
Allstate Insurance Group, Farm-
ingville, N.Y. (May 1980).

. Management 42, Michael L.
Gallutia, Farm Bureau of Michi-
gan, Lansing (May 1980).

. Management 43, Cheryl L.
Bence, Utica National Insurance
Group, Utica, N.Y. (December
1979).

. Management 44, James
McWWhorter Jr., Motorists Insur-
ance Group, Columbus, Ohio (De-
cember 1979), and Bruce L. Peter-
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sen, Nationwide Insurance Co.,
Columbus, Ohio (May 1980).

. Risk Management 54, Michael
A, Force, Moore International,
Portland, Ore., (December 1979),
and Jeffrey L. Shue, Underwriters
Adjusting Co., Atlanta (May 1980).

. Risk Management 55, Ken-
neth A. Morley, Johnson & Hig-
gins, Wilmington, Del. (May 1980).

. Risk Management 56, Kathryn
J. Mcintyre, Business Insurance
magazine, Chicago (December
1979).

. Underwriting 61, Jay L. Mul-
lins, Hanover Insurance Group,
Metairie, La. (December 1979), and
Helen Louise Rhodes, Western
Employers Insurance Co., Fuller-
ton, Calif. (May 1980).

. Underwriting 62, Sharron E.
Sider, S. E. Sider Agency, Erie, Pa.
(December 1979), and James F.

INTERNAT
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Richardson, Hanover Insurance
Group, Worcester, Mass. (May
1980).

. Underwriting 63, Michele A.
Marshall, Employers Insurance of
Wausau, Minneapolis (December
1979), and VVernon L. Myers,
United Pacific/Reliance Insurance
Co., Federal Way, Wash. (May
1980).

. Underwriting 64, Robert L.
Webster Jr., Mission Insurance
Group, San Francisco, Calif. (De-
cember 1979), and Billy R. McGill,
Employers Group of Texas, Dallas
(May 1980).

. Loss Control Management 71,
Linda L. Cudlin, State Farm Cos.,
Daly City, California (December
1979).

. Loss Control Management 72,
Jack DeMay, State Farm Cos.,
Bloomington, Ill. (May 1980). .
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growing pains

Reagan's arrival

ushers in hope
for small firms

By STACY SHAPIRO

WASHINGTON-The baron. e-
ter is rising for small businesses
now that President-elect Reagan is
coming to town.

"l think the Reagan administra-
tion is going to be good for sm:11
businesses," said Frank Carro -1,
president of the Small Business

Service Bureau Inc. and member

of the National Ad-.-isory Council

to the Small Business Administra-
tion since the Ford administration.

"Reagan's for deregulation-less
government-which is a perfect
vehicle to promote the small busi-
ness concept in general,” he said.

The climate is good for tighten-
ing of the Occupational Safety and
Health Administration and stan-
dards on random safety inspection
of businesses with fewer than 11
employees.

There also is a high-pressure
front moving in to revamp the So-
cial Security system, which would
bring small businesses out from
under heavy taxation.

And the Reagan administration
also has supported a wave of
changes in the Employee Retire-
ment Income Security Act.

"There is reason to hope that the
incoming administration will re-
duce ERISA compliance costs,"
said Michael Romig, director of
employee benefits for the U.S.
Chamber of Commerce.

Already President-elect Reagan
has set up a task force to look into
these and other problems affecting
small businesses across the coun-
try. But it's too early to tell how
sweeping the change will be,
sources say.

Still, small business leaders ex-
pect Reagan to live up to his cam-
paign promises and support small
business interests as well as large
corporate ones.

"Small business is always wor-
ried that every president will focus
on big business because what's
good for big business is not neces-
sarily good for small business,"
said Mr. Carroll, who has been in-
volved in governmental affairs for
15 years.

"Reagan will support some cata-
strophic coverage on the federal
level for health care, but will look
to the private sector for competi-
tion in health care (instead of na-
tional health insurance)," he said.

"He will encourage small busi-
nesses to get involved in interna-
tional trade. He will de-emphasize
government regulation. Reagan
will continue advocating state reg-
ulation of the insurance industry.”

With the new Republican leader-
ship in the Senate, small business
interests have a fighting chance of
getting legislation like the OSHA
changes oat of committee and vo-
ted on, says Frank Swain, legal
counsel for the National Federa-
tion of Independent Business.

Because of the Reagan
administration's expected empha-
sis on major tax-cut legislation, ac-
tion on tax deductibility of sel f-in-
sured product liability reserves
might be delayed. However, there
is a good chance it will be tagged
onto any tax-cut legislation that
does pass, Mr. Swain says.

"The 1978 Revenue Act had on it
a tag which allowed businesses to
set up a self-insurance fund with-
out being subject to retained earn-
ings tax," he said.

"The new legislation goes one
step further. Not only can you set
up this fund, but when you put
money in, you can deduct it (from
company taxes)."

Small businessmen around the
country can influence what hap-
pens in the next four years by
speaking out now, Mr. Swain says.
"We would encourage small bu-
sinessinen to stay involved, to
keep in touch with their congress-
men and senators.” m



Congressmen get pensions plus pay

By NEIL CAVUTO

Crain News Service

WASHINGTON-ALt least 62

congressmen draw pension and re- .

tirement benefits in addition to
their regular salaries, according to
the National Taxpayers Union, a
Washington-based lobby.

Of the 62 collecting extra bene-
fits, 15 receive military pensions,
14 draw retirement checks and 33
collect state or city government
pension income, the study con-
cluded.

Sen. Howard Cannon (D-Nev.)
and Sen. Barry Goldwater (R-
Ariz.) headed the list of congres-
sional military benefits retirees,
with each.collecting about $13,000
annually in addition to their con-
gressional pay of $60,662.

Rep. William Nichols (D-Ala.)
led- the group of 14 congressmen
receiving service-connected :dis-
ability payments; earning about
$13,000 a year in- addition to his
congressional salary.

Sid Taylor, research director for
NTU, noted the data was collected
from financial disclosure state-
ments submitted by members of
Congress under the Ethics in Gov-
ernment Act of 1978.

"This shows more than 10% of
our 535 members of Congress now
receive federal, state or local gov-
ernment pension incomes on top
of their congressional salary,” Mr.
Taylor said.

Benefits for former city or state
government employees and new
members of Congress proved to be
the most-lucrative of all, according
to the NTU.

Sen. Alan Cranston (D-Calif.) led
the list o f U.S. senators and repre-
sentatives drawing such benefits,
collecting a $35,703 annual pen-
sion from the state of California.

Another Californian, Sen. Sam-
uel Hayakawa (R-Calif. ) takes in
$11,907 from the State ofCalifornia
Retirement System.

Sen. Abraham A. Ribicoff (D-
Conn.)draws an additional $20,000
a year from the State of Conneeti-
cut Retirement Governor's Pay.

Big gainers from the House in-
clude: Rep. Glenn Anderson (D-
Calif.), who draws almost $29,000
from the State of California Pen-
sion Fund; Rep. Antonio Borja
Won Pat (D-Guam), who collects
$27,000 from the Government of
Guam Fund, and Rep.-Augustus F.
Hawkins (D-Calif.), who earns
more than $17,000 annually from
the California Legislative Annuity.

California has a substantial

showing on the congressional
benefit list, accounting for seven
of the 33 senators and representa-
tives drawing extra benefit- pay
from city and state governments.
the study reveals:

"With double-digit inflation plus
soaring goverment debts and defi-
cits, we feel that federal law-
makers should abstain from ac-
cepting any government pension
while they are in public office,”
Mr. Taylor said.

He noted the case ofRep. Claude
Pepper (D-Fla.), who receives
$6,874 a year in Social Security
benefits.

"We are particularly concerned
by the fiscal propriety ofany mem-
ber of Congress or government of-
ficial accepting a Social Security
pension income," he said. A con-
gressional salary of $60,662 a year
is more than adequate fiscalt'secu-
rity," he added:

The NTU study noted federal
government pension systems (ex-
cluding Social Security) now ap-
proach:$1,000 billion: This sum in-
cludes those presently receiving
pension benefits and those who
are eligible in the future.

Referring to a Treasury Depart-

ment study submitted to Congress
before it adjourned for the Novem-
ber election, Mr. Taylor cited a
$4,000.billion actuarial deficit of
the Social Security.

Like the $1,000 billion pension
benefit figure, the Social Security
sum represents both individuals
currently collecting and those eli-
gible to collect Social Security in
the future.

Ironically, the NTU's findings
could affect the very man NTU has
supported throughout the presi-
dential campaign: Ronald Reagan.
Effective January 1982, anyone 70
years or older may collect full So-
cial Security benefits regardless of
income. That would include Mr.
R*agan, who is estimated to be eli-
gib16 for at least $12,000 in Social
Security benefits- upon his 70th
E>irth sl =a>" - -—

Top pension-earning congressmen

(Collecting state and city pension funds)

Sen. Alan Cranston (D-Ca.)

California Annuity

Rep. Glenn Anderson (D-Ca.)

California Pension

Rep. Antonio Borja Won Pat (D-Guam.)

Guam Retirement Pension

Sen. Abraham Ribicoff (D-Ct.)

Connecticut Governor Pension

Rep. Augustus F. Hawkins (D-Ca.)

California Legislative Annuity

$35,703

$28,682

$27,895

$20,000

$17,127

Rep. John G. Fary ([D-11.)

Ilinois Pension $16,800
Rep. Abraham Kazon Jr. (D-Tx.)

Texas State Retirement System $13,621
Rep. Donald Mitchell (R-N.Y.)

New York State Pension $12,597
Rep: Melvin Herbert Evans (R-VI.)

Virgin Islands Pension $12,500
Sen. Samuel Hayakawa (R-Ca.)

California Retirement Pension $11,907

SOURCE-1980 Financial Disdosure Statements of M6mbers of Congress

INTERN:
MARINE
UNDERWRITERS

2-A 4 1
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datebook

JAN. 8-9. State and Federal Regu-
lation of Prepaid Legal Services
Conference in Chicago, sponsored
by the American Prepaid Legal
Services Institute; $165 for mem-
bers, $195 for nonmembers. Bar-
bara May, American Prepaid Legal
Services Institute, 1155 E. 60th St.,
Chicago, lll. 60637; 312-947-3662.

JAN. 11-13. Health and Pension

rEH
[F|
|.FI

Benefits Conference in Washing-
ton, D.C., cosponsored by the Risk
& Insurance Management Society
and U.S. Administrators Inc.; $250.
Reg Beane, RIMS, 205 E. 42nd St.

New York, N.Y. 10017; 212-557-
3221.

JAN. 12-13. Toxic Waste Disposal:
A Rational Approach Conference
in New York, sponsored by Inter-

forum Group Inc.; $525. Also Jan.
26-27 in Denver. Mary Lou Smith,
Interforum Group Inc., 63 William
St., New York, N.Y. 10005; 212-209-
2240.

JAN. 13-14. How to Reduce Your
Construction Insurance Costs
Seminar in Chicago, sponsored by
the International Risk Manage-
ment Institute; $475 an individual,
$415 each for two registrants. Also
Jan. 28-29 in Washington, D.C.,
Feb. 10-11 in Seattle and Feb. 24-35

in Houston. International Risk

FINANCIAL

GUARDIAnN
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AnD REmMEmMBER
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Captive Management
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"At Financial Guardian, we find ways to serve."

OFFICES IN PRINCIPAL CITIES.

CORPORATE HEADQUARTERS:
AnAnclAL GUARDIAN INSURANCE AGENCY. Inc.

3100 BROADWAY, KANSAS CITY, Mo. 64111
PHONE 816/561.8630 - TELEX 424148

Management Institute, Suite 203,
Building 1V, 10300 North Central
Expressway, Dallas, Tex. 75231;
214-363-9656.

JAN. 15-17. Medical Malpractice
Litigation Seminar in New York,
sponsored by the Practising Law
Institute: $350. Also Feb. 26-27 in
Los Angeles. Nancy B. Hinman,
PLI, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

JAN. 16-17. Toxic Substances:
Problems in Litigation Program
in San Francisco, sponsored by the
Practising Law Institute; $275.
Also Feb. 27-28 in New York.
Nancy B. Hinman, PLI, 810
Seventh Ave., New York, N.Y.
10019; 212-765-5700.

JAN. 22-24. Product Liability of
Manufacturers: Prevention and
Defense Seminar in Los Angeles,
sponsored by the Practising Law
Institute, $325. Nancy B. Hinman,
PLI, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

JAN. 26-28. Top Secret '81/
Monaco, Computer Security and
Privacy Symposium in Monte
Carlo, sponsored by Cii Honeywell
Bull; $696. Security Symposium
Registrar, Top Secret '81/Monaco,
Honeywell Information Systems,
M/ST-99-4, P.O. Box 600, Phoenix,
Ariz. 85005; 800-528-5343.

JAN. 26-29. Financial Costing of
Risk Management Seminar in Dal-
las, sponsored by the University of
Dallas and Risk Management In-
stitute, $365 for members, $395 for
nonmembers. Professor Bruce D.
Evans or Julie Allan, Risk Manage-
ment Institute, University of Dal-
las Station, Irving, Tex. 75061; 214-
579-5360 or 214-579-5299.

FEB. 2-3. Captives, Texas and the
1980s Seminar in Austin, Tex.,
sponsored by Risk Alternatives
Inc.; -$275. Risk Alternatives Inc.,

P.O. Box 1765, Austin, Tex. 78767;
512-443-0954.

FEB. 18-20. Computer Crime In-
vestigation Workshop in San

Francisco, sponsored by Assets
Protection Journal; $575. Also
March 25-27 in Washington, D.C.,
April 28-30 in Los Angeles, May
13-15 in Dallas, June 8-10 in Chi-
cago and Sept. 21-23 in New York.
Paul Shaw, Assets Protection
Journal, 500 Sutter St., Suite 503,
San Francisco, Calif. 94102; 415-
392-2955.

FEB. 23-25. Trustees and Ad-
ministrators Institute, sponsored
by the International Foundation of
Employee Benefit Plans; $360 for
members, $435 for nonmembers.
Also March 19-21 in Freeport,
Grand Bahama Island; April 27-29
in San Juan, Puerto Rico, and July
20-22 in Monterey, Calif. IFEBP,
P.O. Box 69, Brookfield, Wis.
53005; 414-786-6700.

MARCH 3-5. Risk and Insurance
Management in Banking Seminar
in San Diego, sponsored by the in-
surance and protection division of
the American Bankers Assn.; $315.
Shelly Davis, ABA, 1120 Connecti-
cut Ave. N.W., Washington, D.C.
20036; 202-467-4047.

MARCH 4-6. Systems Applica-
tions for Fire Protection Engi-
neers Symposium in College Park,
Md., sponsored by the Society of
Fire Protection Engineers; $430.
SFPE, 60 Batterymarch St., Bos-
ton, Mass. 02110; 617-482-0686.

MARCH 23-26. A Guide to Prod-
uct Safety and Liability Seminar
in Miami, cosponsored by the Uni-
versity of Miami and Union Col-
lege; $695. Rae D'Amelio, Institute
secretary, Graduate Studies and
Continuing Education, Wells
House, Union College, Schenee-
tady, N.Y. 12308; 513-370-6288.

APRIL 2-3. Pension Fund Money
Mangement seminar in New York,
sponsored by The Wharton
School; $595 plus $75 registration
fee. Also June 18-19 in Chicago.
Heidi E. Kaplan, Dept. 20BR, Uni-
versity Conference Center, 360
Lexington Ave., New York, N.Y.
10017; 800-223-7450. In New York
or Canada, call 212-953-7272. .
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the' states

Rate hike

could cost
$23 million

AUGUSTA-Maine employers
will be paying an eatimated $23
million to $24 million more in
workers compensation premiums
if the Maine Insurance Depart-
ment approves a 25% rate increase
requested by the National Council
on Compensation Insurance.

The request was made after
benefits were increased twice to
keep up with the state average
weekly wage and a court decision
mandated that increases in max-
imum weekly benefits apply to
outstanding workers compensa-
tion cases as well as new and re-
newal policies, the NCCI says.

The average increases are 24%
for manufacturing classes, 43% for
contracting and 18.1% for all

others.

Rate decrease

NASHVILLE-Tennessee em-
ployers should find that the cost of
workers compensation insurance
is decreasing.

The National Council on Com-
pensation Insurance has received
Tennessee Insurance Department
approval for an overall 3.1% de-
crease in workers compensation
rates.

The estimated savings to em-
plovers is $5 million to $6 million.

The most recent claims experi-
ence indicated the need for a 2.2%
rate reduction and the change in the
trend factor-which anticipates

claims costs against future pre-
miums-called for an additional

0.9% decrease, the NCCI says.

The average decreases are 4.8%
for the manufacturing category,
2.8% for the contracting industry
and 1.5% all other categories.

Speeding claims

CHARLESTON-The West Vir-
ginia Workers Compensation
Fund is putting priority on speed-
ing claims processing and examin-
ing its rating structure to make it
more understandable to employ-
ers that pay into it, says Commis-
sioner Gretchen Lewis.

Emphasis is placed on cases in
which the employee has reached
maximum improvement under a
temporary disability award and
the doctor can do nothing further.

"We want to get these people re-
ferred to a physician for a perma-
nent award," she said. "l think this
is the first time we have made this
a priority.

"We have even asked physicians
to set aside a day or a half-day each
week for us to schedule for them,"
Ms. Lewis said. "We see the cases
and are able to judge who needs to
see a doctor and get in immedi-
ately.”

Cost containment

ANNAPOLIS-Maryland
Health Secretary Dr. Charles R.
Buck Jr. has asked state health
planners and regulators to come
up with a plan for containing
health care costs and controlling
hospital expansion.

Hospital revenues increased
35.8% between 1978 and 1980, Dr.
Buck said. Admissions increased
9.2% and services expanded 7.5%,
while inflation grew 19.1%, he said.

Hospitals should contain costs
through mergers and a reduction
of excess beds, he said. m

By CAROL G. BLITZER

SAN FRANCISCO-When lae-
trile treatment is legalized in Cali-
fornia Jan. 1, employee benefit
managers will have to check with
their group health insurers to see if
the cancer treatment is covered.

Even in states where manufac-
ture and prescription of laetrile are
legal, insurers disagree on whether
group health plans cover this con-
troversial drug.

Several insurers contacted by
Business Insurance said they will
pay for laetrile treatments, cov-
ering it as a prescribed drug.

The "only requirement is that it
be legally dispensed," said Allan
Holden, national director of hospi-
tal medical claims for Fireman's
Fund Insurance' Co. in San Fran-
cisco. He said Fireman's does not

restrict where the patient receives
medical care. It is possible fora pa-
tient to cross state lines to receive
laetrile in a state where it has been
legalized.

Payment is subject to the regular
provisions of the group policy for
deductibles or coinsurance: he
added. The amount paid by the in-
surer is based on what is custom-
ary in the area.

Spokesmen for Occidental Life
Insurance Co., The Equitable Life
Assurance Society and the Trav-
elers Insurance Co. report their
companies cover laetrile treatment
in states where it is legal.

"Where it is not legal, we have

the same view as the Food and:

Drug Administration: that the
drug has no therapeutic value and
it is not recognized as safe or effec-
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Insurers split on laetrile cover

tive," said Fred Malley, vp of The
Equitable in New York.

Occidental Life will pay to $10.80
a week for two vials of laetrile. If a
doctor's fee is involved for the in-
jection, this also will be covered as
a customary charge. The spokes-
man pointed out that the treat-
ment is covered only when laetrile
has been prescribed by a doctor to
a terminally ill patient.

Pacific Mutual, Prudential In-
surance Company and Aetna Life
& Casualty do not cover latrile
treatment, citing nonrecognition
of the drug by the FDA.

"The purpose of the law is to de-.
criminalize the use of laetrile. It
doesn't say it's effective or a good
idea medically," said a spokesman
at the Western home office of Pru-
dential in Los Angeles.

"We believe it isn't effective and

INTERKPI

it's not 'reasonably necessary' for
cancer treatment under terms of

Prudential policies," he added.

Pacific Mutual has no specific
coverage for laetrile treatment
now, but is studying ramifications
of the new law and plans to make
recommendations by the end of
the year.

"Our decision will be based on
whether the treatment is consid-
ered usual and customary by the
medical community,"” said a spo-
keswoman.

Tony Fernandez, senior director
of underwriting for Blue Cross in
Northern California, said his com-
pany has not formulated a policy
in California yet. When the law
goes into effect, a committee will
review the treatment as it does all
new products, he added.

UNDER*/RITEBS

C)- T- E US. \SURAACE GROUD

110 William Street

4th Floor

New York, New York 10038
Telephone (212) 791-8406



48 / business insurance, December 8, 1980

letters

Continued from page 14

ment methods in marital, custodial
and adoption proceedings. Even in
those situations which do involve
civil torts, your publication has
overlooked the fact that this class
of lending will be available to de-
fendants as well as plaintiffs. Not
all defendants (and not all suits)
are covered for legal expenses. The
arrangements under which this
class of lending qualified for ap-
proval by the New Jersey Su-
preme Court include the custom-
ary opportunity for the resolution

of disputes by review panels and
arbitrators. The existence ofthe in-

stallment loan will in no way im-
pair the claimant's right to pursue
satisfaction ofa claim of improper
legal defense or other professional
error or omission. Should attorney
and client fail to resolve any dispu-
tes over services or fees within 30
days, the loan balance will have to
be promptly remitted by the law
yer to the bank, leaving the lawyer

to pursue reimbursement from the
client and resolve differences.

The client will not be induced

into pressing groundless suits on
account of the availability of in

stallment financing to any greater
degree than they are already. On
the other hand, a prospective
plaintiff may be able to make bet
ter informed decisions regarding
the expense of legal services after
having reviewed loan literature
and applications. In some cases
the decision to sue may be recon
sidered. To suggest that legal fee
financing will result in "impulse
lawsuits" is about as valid an argu
ment as claiming that fire insur
ance is contrary to the public inter
est because it promotes arson!
Carol Capossela

Risk manager
United Jersey Banks

Princeton, N.J

Reasonable stance

To the editor: I'm pleased to see

.DUSIineSS
Ins,Irance |

The national newsweekly of

4 loss prevention, risk financingﬂgnd

mploye benefit managem:

Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
has expanded its re-
print department to
meet your needs.

For fast, low cost™ re-
prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for
your own copies, call or

write:

Reprint Department
Business Insurance

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

*New prices effective 1 /15/80

Business Insurance in the editorial
"Treat maternity equally" (Bl. Oct.
27) endorse Sambo's in its fight.

The costs of doing tusiness to-
day are excessive enough without
adding benefits for pregnant
women (who quit work before dis-
ability). It's unfair enc ugh already
being forced to cover pregnancy
benefits.

Let's hope Sambo's will win its
suit and we see a more reasonable
posture toward disabLity benefits.

LaVada M. Lindgren
Manager of ad ministratic n
Premier/Freeway

South Central Oil Cz.

Bellaire, Tex.

- Sambo's won MI, Noi. 24).

Clarifying dividend

To the editor: In Carol Blitzer's

article 'Workes get cash for high
deduct.b-e" (Bl, Nov. 10), the see-
ond paragraph refers to "a divi-
dend o f $32." In reading the article,
however, | see r.c dividend in tks
amount. The annual dividends
shown for Plan B and Plan C are
$155.32 and $259 20, respectively.
Did | miss something in this arti-
de? | a?Nrecia:€ your help in claz--
ifying this.
Reeves A. Lukens
Pilot Life Insurance Co.
Second vp-group division
Greensboro, N.C.

* The dividend in the second para-
grapk refers to the dividend an em-
plovee wi; ha family could earn if
he or she ook the highest deducti

ble. It represents the derence be-
tween tchat his employer pays pe-
mon#.underthe hghest deductible
plin ($113.90 as i i;ted on tl,e chart
thit accompanied story) find the
employer': share rinder the lowe-
deductibk plans 1$120.76.,0ve- c
who.e yea- ($82.32). The dividends

of $152.52 and $259.30 apply to em-
plot/ee: with no dependents.

Courtesy of reply

To the editor: | would like to be
given the courtesy of a reply zo the
sarcas m expressed in a recent let-
ter from Lane E. Kohan. This letter
(partcularly jn conipnction with
its heading, "Something AMISS,"
(Bl, NoL. 17), evidently attempts to
claim tl-.at my prize-winning con-
cept: n The Hartford Loss Preven-
tien Awards eompetition is not
original Mr. Kohan flatly states
that"the concept was reality many
years ago at Roper Corp." and then
goes in to describe a concep: that
bears little relationship to the
methodology which | proposed.

While the method that | (inde-
pendertly) proposed does include
meaningful involvement with the
worker (as several other programs
evidently attempt to do), that is but
one part of the total proposal The
concept that | proposed is sup-

ported by a scientific approach to
the evaluation of the probability
and cost of accident modes :hat
takes advantage of advances in the
area of combinatorial complexity
(e.g.. NP-complete models and re-
cent polync mial algorithms) that
have only recently been devel-
ofed.

Without such methods there is
simply no way in which one can
objectively arrive at valid figures
for accident costs and associated
reward structures. Thus, 1Ir.
Kohan's claim that this concept
was a reality many years ago is
simply unsupported by fact.

Whether his assertion is a result
of a failure to read my paper, a lack
of knowledge or just "sour
grapes,” | do nor know. | do be-
lieve that both he and Bl should
check all the facts before making
such unsubstantated allegations.

James P. Ignizio

College of Engineering
Pennsylvania State University
University Park, Pa.



Grads find work-study helpful

Going to schooland working at the same time is
no eas> task, but The College oflInsurance makes
it possible and the rewards are plentiful, alumni
say.

"l think particularly in risk management, re-
quirements forjob candidates will more and more ,
include an M.B.A. and | think most people have a
limited opportunity to get one,” said Donald J.
Davignon, director of risk management at Joseph j
E. Seagram & Sons Inc. in New York.

"The College oflnsurance fills the gap for these
people. It reaches many peoplewhere they work,"
he said.

An M.B.A. from the college in 1973 helped ad-
vance Mr. Davignon's career. "It does open doors.
At Seagram's when Iwas hired. a condition forthe
job was an M.B.A:

Lawrence Sturdivant, director of employee
benefits at Kenyon & Eckhardt Inc. in New York.
agrees. He was in the work-study program and
graduated in 1975 with a bachelor's degree in busi-

ness administration.

"l think it was extremely worth it, particularly

p in this part ofthe country where the college as an

institution has received acclaim,” he said.

"If benefits is your area and you would like a full
college designation, The College of Insurance is
the place to go."

Mr. Sturdivant's education, which at the time
involved working part-time at Prudential, also ad-
vanced his career.

"1've always been in the benefit area, even at
Prudential where | worked in life and health.
From Prudential, | went to a brokerage house and
from there corporate benefits."”

A risk management consultant also raides his
experience at the college.

"On an overall basis, my experience was most
valuable and helpful,"” said Robert Lazarus, 1975
graduate of the MB.A. program.

"The graduate program helped me in an overall
management sense in terms ofproviding me with
the qualitative and quantitative background to
make decisions.”

During the time he attended night classes, Mr.
Lazarus worked for American International
Group, but is now a risk management consultant
forThe Wyatt Co.

College focuses
on alternatives

contini,td from page 3

The college offers opportunities
in all areas but law. And working
students are after the insurance
background. Enrollment in the
evening division for 1980 is 1,943,
up from 1,612 in 1976.

Women account for a large per-
centage ofthis increase. In 1972-73
they accounted for only 16% of to-
tal enrollment, but in 1979-80 com-
prised 41 %

In the evening division, the
M.B.A. with emphasis in manage-
ment and decision-making is of-
fered, plus undergraduate and
nondegree courses.

"l see an increasing demand for
M.B.A.s and an increasing accep-
tance on the part of insurance com-

1919-Armco introduces industrys first human rights doctrine

You'll find eighty years of innovative history
in our new name... we're the

Armco Insurance Group

A new name in the insurance indus-

try, but a name famous for eighty
years of innovative solutions to

people's needs.

In 1919, for example, Armco's
founder, George M. Verity, intro-

duced the first set of social-

economic guidelines ever to be
originated and published by an

American business. These "Armco

Policies" grew out of Mr. Verity's
conviction that the most vital asset

a business has, or can ever hope to

have, is its people. Policies add ress

everything from ethics and a square

deal to opportunity and cooperation

between business and community.

Today, Armco is still just as com-

mitted to operating by these policies

and to finding innovative solutions.
Armco Insurance Group is one of

them. You may have known us
before as the Bellefonte Com-

panies. We still are. But now Belle-

fonte and the other Armco-owned

companies serving the property

and casualty insurance, reinsurance

and risk management markets

together form the new Armco

Insurance Group.

There's more to the Armco story.

Find out by contacting any one of
the Armco insurance companies,

or write: Scott R. Crawford, Armco

Insurance Group, Dept. 300,
703 Curtis Street, Middletown,

Ohio 45043.

c ' ARMCO
ARMCO

V INSURANCE

GROUP

panies that M.B.A.s have a great

deal of value," said Miguel Cairol,
chairman of the business adminis-
tration division. "This was not true
five or six years ago."

"In general, there is some under-
standing that more than profes-
sional and technical training is
needed. An M.B.A. can provide a
management edge," he added.

The bulk of these students are
part-time and lack a bachelor's de-
gree in business.

Students in the full-time day
program may work toward a
bachelor's degree in business ad-
Mministration/insurance or bach-
elor of science/actuarial science
and g6t a full-time job.

The arrangement is part of a co-
operative education program that
allows four months of full-time
study followed by four months of
full-time work at a sponsoring in-
surance company or brokerage.
Students are paid during the work-
ing hours by the sponsor, which
also pays two-thirds of the tuition.

But the college's full-time day
program has grown only slightly in
recent years. Enrollment figures
this year show 216 work-study stu-
dents, up from 176 in 1976.

"Our consultant is not predict-
ing big growth in the cooperative
education program because to
some extent, it is limited by the
number of sponsoring compa-
nies," said provost Robert Tullis.

All other areas are expected to
grow. Some include: the nine-
month diploma program in risk
management, for which enroll-
ment has jumped to 53 this year
from 27 in 1976; technical seminars
in such subjects as reinsurance,
taxes and ocean marine risks;
management programs for insur-
ance professionals; tutorial
courses for those unable to com-
mute to class and certificate edu-
cation; associate degree progranns
and certificates for the Certified
Property & Casualty Underwriter
courses, Insurance Institute of
America programs and Certified
Employee Benefits Specialist.

"We tailor-make programs for
specific needs and are doing more
and more of that,” Dr. Leonard
said. "We can do this quickly be-
cause we are still small enough and
can move fast.”

Some of the greatest demand for
technical seminars is in the rein-
surance area.

"We bring in more than 500 peo-
ple for technical seminars a year,
which is maybe a 20% increase in
1980 over 1979," said dean Robert
W. Strain. "Our seminars are high
quality. We screen applicants for
those most appropriate for the of-
fering. Our seminars are for a spe-
cific audience.”

Reinsurance is very popular be-
cause "as primary companies
grow, the role of reinsurance be-
comes more important,” he said.

Tuition costs vary at the college,
which is looking to move from its
rented quarters at 123 William St.
to a facility near the World Trade
Center.

Nongraduate level tuition fees
are $88 per credit for employees of
sponsoring firms and $99 for
others; at the graduate level, tui-
tion is $106 per credit for employ-
ees of sponsoring organizations
and $116 for all others. An $18 reg-
istration fee is charged each term
and the application fee is $25.

More than 350 companies, agen-
cies, brokerages and other organi-
zations financially support the col-
lege. These sponsors are entitled to
use the college library, in addition
to receiving the discounts in tui-

Ti<cor e _ -
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Trade union moves toward self-funding

By JACK THORTON pensation reform bill that became small ccmpanies in lllinois

law this fall established a group

also accrue to the self-insured par-

A switch to "Real_stically,"” the Boockford ticipants and not to the insurer,

CHICAGO- The Tool & Die In- funding mechanism for workers

stitute, a trade association of tool compensation, (Bl, Sept 15, Nov

and die shops and metal stampers 24), but regulations On it have not
here, has split off from a nation- been finalized

self-insured work

report con-Anues, "a mmimum cost Mr Braker pointed out He -also
would te as little as 30% of stan- noted that Sentry has proposed
dard premium Actual cost savings that it handle claims, premiums,
probabla would be in the area of policy promotion and excess cov-

wide workers compensation pro-

T&DI has 218 companies in the

comp could save

25% together with a cash-flow in- erage if T&DI does choose self-in-

crease of 45%" surance

gramasa first step toward self-in- Sentry program, thouq(h not all are 200/0 to 25%.
Among the sticky points still to

Uring T&DI members, Mr Braker said
A decision on self-insuring They collectively paid about $1 5 fact that paid-in-full premiums be worked out by state regulators
workers compensation won't be million in premiums in 1979 The would be replaced with deposits as are how homogeneous groups
made for at least another year, national program's totalpremiums distribution, loss control and pro- low as 2 1% of the premium There must be to pool their risks and
however, said Bruce Braker, the were about $12 million, he said motion also would be a 10% to 15% han- what the minimum participation
institute's insurance expert Mean- An eventual shift to a self-in- dling charge added to each claim period is, Mr Braker said
while, the Chicago-area insurance The possibility of switching to sured workers compensation pro- paid In its discussions about a possi-
coverage will be underwritten by self-insurance was no: the only gram promises long-term savings "Since 40% to 65% of all losses ble self-insurance setup with Penn
Sentry Insurance Co, which also factor in the T& DI move away of 20% to 25%, Mr Braker said represent a reserve held by an in- General, T&DI was told 74% ofthe
writes the national policy through from the national plan, Mr Braker This estimate is based on a study surance company for future pay- self-insurance premium would be
another trade association, the Na- said Other reasons meltded done for T&DI by Boockford & ments, this unpaid reserve, in a available for claims vs 60% in a
tional Tooling & Machining Assn . A desire for direct commum- Co, an Insurance broker m Oak self-insured plan, represents an typical fully insured program The
in Washington cations with Sentry rather than Brook, Il immediate and substantial in- 26% overhead in self-insurance,
T&DI voted to go on its own through NTMA "The new legislation on pooled crease in cash flow," the Boock- T&DI was told, Includes 12% for
Nov 13 with the change effective - Reporting on claims and or group workers compensation is ford report adds administration, 12% for excess
Jan 1 The only formal change is in losses that will show lllinois re- the only way the majority of Illi- coverage and 2% for association
assignment of dividends on pre- suits only For eight of the last nine nols businesses can ever hope to Boockford also noted that a self- administrative expense
miums, Mr Braker said They will years, the lllinois members had reduce their workers compensa- insured plan could cost an individ- A group similar to T&DI, the De-
come to T&DI instead of the na- better claims experience than the tion costs," Boockford says in a re- ual firm up to 25% more than stan- troit Tooling Assn, has been self-
tional association NTMA group as a whole, Mr port dated Oct 6 dard premiums "However, that insured for five years, Mr Braker
Whether the T&DI pursues a Baker said Large employers-those paying expense contemplates a disastrous said The lllinois State Chamber of
group self-insurance program de- . Program administration here more than $100,000 a year in pre- year of 1_,sses-the following year Commeice and the lllinois Manu
pends on what rules the lllinois In- rathel than in Washington, which miums-have always had the self- could see a reduction of 50% to facturers Assn also are consider-
surance Department formulates, would give T&DI a direct voice on insurance option, but now it would 75%"
Mr Braker said A workers com- ellgibility, participation dividend be extended to medium-sized and

Those benefits stem from the

ing setting up a self-insurance
The earnings on the loss reserves pool

classified advertising

RATES AND CLOSING TIME:

Published everv Monday. Copy in written form in Chicago ojAce not later than hnes (max:mum of two)26 letters and spaces per line, upper and lower case, 34
noon Mondav, 7 davs preceding publication date. Dispiay classi,fted. takes card per line. Add two lines for box number. Repttes are forwarded daily. Mail ads to
Tate of $49.00 per columninch withcard discounts onsize andfrequency.Straight Barbara, Tosheff, Business Insurance Classified Advertising Dept,740 N Rush
classified. $4.50 per hne, minimum charge $22.50. Cash unth order. Figure all cap St.,Chicago, llitnots 60611.Call (312) 649-5340 for more zn?ormatlon. No verbal

phone copv accepted.

-onsulting/Executive Search
Tothelnsurancelndustrv

Your Ad Will
Get Results Here

NYC INSURANCE BUSINESS OPPORTUNITIES

BROKER WANTED

RISK MANAGEMENT
PERSONNEL CONSULTANTS

Representing Select Corporations & Candidates Nationally

* INSURANCE « SAFETY - EMPLOYEE BENEFITS

SALES SUCCESS SECRETS
"Weekly Motivators” 52 cards with
hands some frame for wall or desk
Ideal silent trainer Only $22 50

European Insurance "Daily Keys To Success" booklet of
Broker wishes to acquire 365 success keys provide direction
NYC P & C Broker with and wisdom for maximum sales
premium volume over $5 Used by the highest achievers Only
milhon and key personnel $7 50 Order today Classic Line
willing to remain Cash or P O Box 1362-I, Stow, Ohio 44224
equivalent available for
stock purchase For details,
please contact Mr William

d-JPAUL C QUNKLI]
ASSOCIATB INC

Account Executives - Producers

Commercial Underwriters

One Chase Road Safety Engineers

Scarsdale, New York 10583
[914) 725-0773

Managers & Assistants
CORPORATE CAREER ENTRY CAPTIVE TECHNICIANS

Call Collect: (212) 599-2662

We specialize m Agency & Brok
erage personnel recruitment and
placement nationwide Numerous
openings eust Please write 01
call us for further infolmation

SPECIALISTS IN

MOVING TO SEATTLE ...

Seeking position there as Em
ployee Benefits Administrator
5 years experience, MBA (Fi
nance), excellent record Exp
m both design & administra-
tion of benefit plans Outstand

about opportunities J our name
uouid not be released to clients
L»ithout your approval All out
fees are paid by client compa
nies Contact

BOB
*1bill'/4/wil KRECHTING

. ing communications skills En-
thuslastic, pleasant personal
tty M Emeka, (201) 567-1594, 1l Suite 5250
or reply to

Box 402, BUSINESS INSURANCE
740 Rush St Chicago, IIl. 60611

404-396-7500

INSURANCE INDUSTRY

SRI INTERNATIONAL, on the SAN FRANCISCO PEN-
INSULA, ts aggressively seeking a highly motivated
self-starter to provide strategic consulting to maJOr
U S. insurance companies. Qualified candidates will
have broad knowledge and understanding of the prop-
erty-liability s6ctor or life-health sector of the domes-

1155 Hammond Dr.
Atlanta, GA 30328

Insurance Personnel Resources

=SR. CONSULTANT=-

tic U. S insurance industry. Candidates with several
years m-depth experience in strategy development
with a maJor insurer will be provided preferential con-
sideration. Superior analytical skills and an ability to
effectively .-communicate with senior executives is a
requisite. Also required is either an MBA or a BA/BS
with industry specific credentials (FCAS, FSA, ACAS,

ASA, CPCU, CLU, etc).

SRI INTERNATIONAL is a world-wide organization
performing research and consulting services to busi-
ness, mdustry and government. We offer attract,ve
compensation and fringe benefits.

Interested candidates should
send resumes, including salary
history, to J. C. Birkholz, SRI
INTERNATIONAL, 333 Ravens

wood Avenue, Menlo Park, Ci

94025. We are an equal oppol

tunity employer.

c SRI)

\International/

Marty Hodes, ARM Meg Sloman

METRIC

11 East 44th Street
New York, N.Y. 10017

1fi"'_"""r"'0'i"_

TEXAS RISK MANAGER viewing and would like to fill this opening
Corporate giant seeks risk manager with in early 1981 Ideal candidates will have
a minimum of five years "hands-on ex commercial sales exp either at the
perience In the areas of claims (WC), loss agency/brokerage level or with one of the
control activities, and totairesponsibilitles leading direct wnters Salary and negotia
for insurance portfolios Energy related ble bonus Incentives In the range of
background desirable but not mandatory $351<%$40,000 Contact Linda Mayer in
Salary begins in the range of $45K to Denver
$50,000 Contact Jim Gilbert immediately
for details on this new opening MARKETING/SERVICING ACCOUNT
EXEC (Colorado)
CASUALTY CLAIMS MGR (Chicago) Our Denver office has new listing for an
Large Insurance firm seeks an individual indvidual whose primary responsibilities
to head up casualty unit Must have will be that of marketing and servicing
strong exp In aillines,including products medium to large commercial accounts
liability and professional liability Will int- Superb opportunity with dynamic and
italy supervise small staff with anticipat growing agency Please contact 1-inda
ed short-term growthplans with this na Mayer in Denver
tionally known ftrm exposure to/expen-
ence with self Insured plans a strong SUNBELT ACCOUNT EXECUTIVE
plus Starting compensation In the range Our Atlanta office has new listing for a
of $40,000 Contact Trevor Davis In our proven producer of commercial accounts
Chicago office for further information Position located In scenic Tennessee to-
cation and calls for successful sales rec-
AGENCY UNDERWRITER (Louisiana) ord with an agency or direct writer Our
Established Louisiana agency is adding client, a well established agency with
to their staff and desires an individual with long-term markets, Is in a period of rapid
around 4-5 years (minimum) experience growth and is seeking early 1981 expan
in the underwriting of commercial pack sion move Compensation package In the
agellnes Any experience inthe oilindus $40,000 range Call or write to Evelyn
try will draw Immediate attention with Barnett in Atlanta
growth oriented agency Contact Jim
Gilbert in Dallas BOND MANAGER (Florida)
Agency seeking talented person to head
COMMERCIAL PRODUCER small bond department Should have
(Colorado) strong fidelity and surety underwriting
This local agency has budgeted for addi background Contact Evelyn Barnett m
tional producing account executive in Atlanta
1981 They are ready to begin inter

"A RECOGNIZED LEADER IN THE RISK MANAGEMENT,
AGENCY/BROKERAGE* FIELD"

Trautman, 999 Mt Kimble
Avenue. Morristown, New
Jersey 07960 ( 201) 221-9090

THE RECRUITMENT OF:

+ Risk Management

- Employee Benefits

« Loss Prevention/Safety Engrs
Contact m Confidence

JOHN HUTTNER

SAFETY OFFICER
City of San Josd

$947 20-1152 00 bi-weekly. Ca-
reer opportunity for well quall
fled individual Develop and ad-
minister a comprehensive safety
program for City staft of 4,000
employees, on-the-job work en-
vironment and protection of the
public Must have college degree
or equivalent in safety, industrial
engineering or related field and
three (3) years experience in
safety and accident prevention
work Candidates must submit an
application form and supplemen-
tai form and will be evaluated on
the basis of those submissions
Contact City of San Jost Person-
nel Dept, 801 N First St, Room
207. San Jos6, CA 95110 Final
filing date Is January 30, 1981

(212) 732-3110
david j bollinger assoc., inc
150 Broadway, New York, NY 10038

RISK MANAGEMENT-
BROKERAGE
INSURANCE CARRIERS

We are specialists In the re-
cruitment & placement of the
right personnel for the right
job Several openings now
exist on the local & nationwide
levels All inquiries are held in
strictest confidence CONTACT
Arthur Bieber or Howard Vale

a. bieber
(212) 349-0710
Suite 801
150 Broadway, N.Y., N.Y. 10038
(a | fees paid by client companies)

CASUALTY CLAIMS ADMINISTRATOR

Leader In Captive Management field has unique opportunity
for highly motivated claims person Relocation to suburban
Cleveland location required Newly created position includes
providing liason and consulting services to corporate clients
and direct representation of reinsurers Moderate amount of
travel required

Bachelors degree ts required as Is seven to ten years expert-
ence in casualty claims administration within insurance or
brokerage environment Candidate must have strong back-
ground in products liability investigations and claims settle-
ments and, ideally, some workers compensation exposure

Opportunity of high visibility and unlimited career develop-
ment potential Attractive starting salary, excellent benefits
package including relocation, and company car

Please submit confidential resume with salary history to

Box 404, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611



Continued from page 1
far) and it held down insurance
rates.

"They (Blue Cross) gave us a free
vision package this year," Mr.
Nickerman said. "That's worth
about $10,000. We're going into a
retentionprogramnextyearwhere
we'll be given back all the costs we
don't use. Plus we feel that we
haven't had a raise (in rates) in two
years-that's about $80,000 in sav-
ings to us," Mr. Nickerman said.

The money in the trust account
is invested by a medical commit-
tee, which meets every three
months. "In 10 years we will prob-
ably be able to pay our premium
from the interest account,” Mr.
Nickerman said.

Mr. Nickerman denies employ-
ees would be discouraged from
seeking medical help when they
need it. About 175 of the employ-
ees did see their doctors last year,

he notes.
"What it does is make people

more cognizant that if they take
care of themselves, they may not
have to go to the doctor," he said.
"And they're going to have a little
nest egg when they retire.”

Employers with as many as
130,000 workers have asked about
the plan, and the California legisla-
ture has discussed making the
method available to all public ser-
vice employees, Mr. Nickerman
says.

Cost-sharing sparks the interest,

Court allows
service fees

Continued from page 2

"The decision vindicates Mont-
gomery & Collins, but it does not
necessarily remove the cloud over
service fees," observed Joseph J.
Graham, chairman ofM&C, a unit
of INA Corp. Since the broker's
lawsuit with the insurance depart-
ment was filed earlier this year, the
department has issued a bulletin
reiterating its stance on the service
fees that may supersede the supe-
rior court's decision.

Mr. Graham hopes, however, the
surplus lines industry will be able
to work with the state insurance
department to establish reason-
able guidelines for service fees. "l
think the industry must recognize
that there have been abuses," he
added.

The dispute over the legality of
service fees and disclosure re-
quirements governing their use
has attracted considerable interest
outside California among excess/
surplus lines brokers. The Na-
tional Assn. of Professional Sur-
plus Lines Offices filed a friend of
the court brief in the Montgomery
& Collins suit.

"One of the primary issues be-
fore the court in this case is the
power of the state to invoke very
strong sanctions against a broker
who has not violated any regula-
tions or laws of the state,"” ob-
served NAPSLO attorney Elliot
Kroll.

The department had threatened
to revoke Montgomery & Collins's
license pending payment of a
$41,143 penalty. This action was
blocked by a San Francisco Supe-
rior Court order pending the out-
come of litigation.

Bad publicity created by the
department's initial announce-
ment of its action, however, did ad-
versely affect the broker's busi-
ness for some time, Mr. Graham
said.

"We believe the outcome of the
suit also shows the court recog-
nizes that surplus lines brokers
play a critical role in filling the
needs of buyers for difficult cov-
erages,” Mr. Kroll said. -

explains Don Kirkpatrick, su-
perintendent of the Mendocino
Unified School District, which will
adoptthe plan forits more than 100
employees next year.

"The psychology of the idea of
employees assuming responsibil-
ity and owning a piece of that ac-
tion is very important,” he said.
"Our employees really like the
idea. From a district point of view,
we probably will save money. Ifwe
could just hold our rates where
they are, we would be satisfied. It's
difficult to project what our expe-
rience is going to be."

Mr. Kirkpatrick is especially in-
terested in the outcome of the
Mendocino plan because he tried a
variation several years ago.

When he went to work for a new
district and lost his medical cov-
erage, he decided to set aside $25
each month in a separate bank ac-

count and draw on that for medical
payments. After four or five years,
he found his "Kirkpatrick Medical
Plan" was $900 ahead.

"l recognized that the psychol-
ogy worked," he said.

Another mgjor attraction is the
data the plan produces for plan-
ning. Mr Nickerman says he can't
compare this year's medical usage
to two years ago because Blue
Cross will not release loss data, a
problem shared by other Blue
Cross customers (BI, July 14).

But visits to doctors have
dropped about 30% to 35% and the
insurer receives far fewer claims.
This means an ultimate savings to
the district.

"We know they haven't raised
our rates because we haven't used
that much money. We know what
we're spending now. We never
knew before,"” he concluded. .
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Announcing a New Facility-REAR.
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Detection

syste m

could ave rt fire

Continued from page 3

cable can be used to protect alarm
systems so they sound before they
are destroyed. Fire-retardant
paints will foam instead of burn
and special upholstery treatments
also are available to retard burn-
ing.

There is a tremendous miscon-
ception about fire-resistant build-
ings, Mr. Menkus said. "It means
that the structure will survive, it
says nothing about the fate of the
occupants or the contents of the
building.”

Nevada is not among the ap-
proximately 25 or 30 states that
have adopted the NFPA's life
safety code requiring sprinklers
throughout a commercial building
and smoke detectors in rooms and
hallways, said Richard Stevens,
NFPA vp and chief engineer.

When the MGM Grand was
planned in 1970, it met existing
Las Vegas building codes. Subse-
quent code revisions were not ret-
roactive. The building was
equipped with manual alarms
throughout the structure and
sprinklers on the floors with pub-
lic rooms.

A probe of the hotel wreckage
following the fire revealed several
serious fire code violations, includ-
ing holes cut into fire walls. It has
not been determined what effect, if
any, these modifications had on

the spread of the fire.

The MGM fire follows a com-
mon pattern of fire in large occu-
pancy structures, Mr. Menkus
pointed out.

"Buildings are not designed to
be secure, they are built to be eco-
nomical to run.” MGM was not re-
ally the villain in this case, he says.
"This is just the way things are
done.™

Although building plans are in-
spected before a permit is issued,
there are no adequate inspections
conducted after the building is
completed, Mr. Menkus said. Inte-
rior decorators are sometimes
given free rein. They may use
highly flammable upholstery fab-
rics, decorative plastics and other

materials.

Local building inspectors and
fire departments lack the man-
power to peform complete regular
inspections, Mr. Menkus said. He
believes insurers should assume
this responsibility.

Many high-rise buildings do not
have roof evacuation plans, he
adds. "The MGM Grand was lucky
to have helicopters there,"” he
noted, although he does not be-
lieve the hotel had ever practiced
an evacuation using helicopters.

The longest extension ladder
belonging to the Las VVegas Fire
Department reaches only nine sto-
ries, department officials reported.
The longest available ladder may
stretch one or two stories higher.

There needs to be nationwide
uniformity in building codes,
stressed the risk manager of a ma-
jor West Coast hotel chain. Every
municipality sets its own stan-

Buildings are not

designed to be
secure.’

dards, creating tremendous confu-
sion and high costs for large com-
panies trying to hold down devel-
opment costs.

He also expressed concern that
varying safety features leave ho-
tels and other businesses wide
open to legal action on the basis of
differing standards of care. It
might be difficult to defend a
negligence claim in a wrongful
death case if the victim died in a
chain's only unsprinklered hotel,
for example.

The NFPA and the U.S. Fire Ad-
ministration are conducting ajoint
investigation of the MGM Grand
Hotel fire, an NFPA spokesman
confirrned.

The NFPA's report will be made
public, but a spokesman at the as-
sociation said there is no way to

- predict when the investigation

might be completed.

CHALLENGE AND OPPORTUNITY
IN THE SALVAGE INDUSTRY

Underwriters Salvage Company, the leader in the
salvage industry and national remarketers of
merchandise, automobiles and equipment has
been in business since 1893. Today we are a
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oriented, people oriented company, and as such
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We offer competitive salaries and benefits,
incentive plans and special training to aid your
future growth. In short, the opportunity to learn
and advance in a positive and exciting business

environment.

If you're interested in becoming a member of our
team of professionals, and have had successful
management level exposure to property
insurance, buying or retailing, call or write us
confidentially. Attn: Ms. M. McAllister

UNDERVVRITERS
SALVAGE
CONMPANY

1400 Busse Road

Elk Grove Village, lllinois 60007
Telephone (312) 437-8181

An Equal Opportunity Employer M/F/H



Defendants pay millions

Continued from page 3

Charges leveled, but never
proved, against the 4-R Corp. in-
cluded:

. Failure to provide an adequate
number of exits and entrances.

. Failure to install a warning de-
vice to alert patrons and fire offi-
cials of fire.

. Failure to instruct employees
in the use of fire safety equipment
and to instruct employees in pro-
cedures relating to fire drills.

In the next settlement, Union
Light, Heat & Power Co., a divi-
sion of Cincinnati Gas & Electric
Co., agreed to pay $5.75 million to
plaintiffs.

Union Light had been accused
of negligence in supplying power
to the club where there allegedly
were electrical violations. Insur-
ance, supplied mainly by Lloyd's
of London, covered $5.25 million
of the Union Light settlement.

Insurers also got torched with
settlement costs. The Kentucky
FAIR plan, a state-regulated as
signed risk insurance pool, which
supplied $600,000 of property cov
erage to the club, agreed to pay $3
million in a settlement.

The FAIR plan, which has 900
member insurers, was accused of
negligence in covering a risk with
alleged safety violations.

In addition, Market Insurance
Co., which underwrote $250,000 of
property insurance for the club,
agreed to pay $925,000 to settle its

MGM fire
lawsuits

stream In

LOS ANGELES-ALt least six li-
ability lawsuits seeking more than
$200 million in damages have been
filed against MGM Grand Hotels
Inc. in U.S. District Courts in Los
Angeles, Las Vegas, New Orleans,
Detroit and New York.

Most actions have been brought
on behalf of guests who suffered
smoke inhalation injuries during
the Nov. 21 fire. Wrongful death
claims filed by surviving family
members of the 84 persons who
died are expected to seek higher
damages.

A clerk in the U.S. District Court
in Detroit told Business Insurance
that suits have been "streaming
in" for the past week. Grand Reser-
vations Inc., a wholly owned Mich-
igan subsidary of MGM Grand Ho-
tels, reportedly booked tours for
the hotel, possibly explaining the
large number of lawsuits filed in
Detroit.

A class-action negligence law-
suit was filed Nov. 24 against MGM
Grand Hotels in Los Angeles Su-
perior Court. The suit seeks $175
million in damages on behalf of an
estimated 375 Mexicans who were
guests of the hotel (Bl, Dec. 1).

The same day, Carol D. Beall and
Samuel Rosenthal, an engaged
couple, filed an action against the
hotel in Detroit, seeking unspeci-
fied damages arising out of smoke
inhalation and minor cuts suffered
during the fire. They also are seek-
ing damages for mental anguish.

Two Louisiana couples, Wes and
Della Tassin and Daniel and Ollie
Marshall, are jointly suing the
MGM Grand Hotels in U.S. Dis-
trict Court in Las Vegas. They are
seeking $1 million for each plain-
tiff.

The same plaintiffs have filed
suit in New Orleans U.S. District
Court pending clarification of
proper jurisdiction, said a spokes-
man in the office of New Orleans
attorney Wendell Gauthier, who
represents the two couples. .

suit. Plaintiffs charged the com-
pany should not have insured an
unsafe structure.

Other settling defendants in-
clude: Sterling Light Co., $75,000;
Groman Corp., formerly Coleman
Cable & Wire Inc., $300,000; Len-
nox Industries Inc., $100,000, and
Sierra Electric Division, Sola Ba-
sic Industries, $525,000. These de-
fendants either made or distrib-

uted equpiment used in the club or
its construction.

But one major class-action suit
failed. A jury earlier this year dis-
missed charges against 23 alumi-
Nnum wire manufacturers. The
companies were accused of mak-
ing aluminum wiring they knew
was inherently dangerous.

In dismissing the charges, the
jury said there was no clear evi-
dence that aluminum wiring

caused the fire.

A Jan. 6 trial date has been set
before U.S. District Court Judge
Carl Rubin in a class-action suit in-
volving manufacturers of the
club's wiring insulation.

Also pending is a mass suit
against the so-called supplier
group. These firms supplied car-
pets, chairs, tables, wall insulation
/nd other products to the club.

As is probably the case in the
MGM Grand Hotel fire (BI, Dec. 1)
liability coverage for the 4-R Corp.
was inadequate. The club had only
$1.3 million of coverage supplied
by American States Insurance Co.
of Indianapolis and CNA to apply
toward the $3 million settlement.

The cause of the Beverly Hills
fire, the worst nightclub fire in 35
years, was never determined. But
many experts believe the orgin
was electrical. o

Fire scorches merger plans

NEW YORK-Liability fears fanned by the fire at the MGM
Grand Hotel in Las Vegas have scorched at least one mgjor corpo-
rate merger.

Financial giant Penn Central Corp. has called offits offer to buy
GK Technologies Inc.. a Greenwich, Conn., wire and cable manu-

facturer, because of GK subsidiaries' possible financial exposure
in connection with the MGM Hotel fire.

A GK unit, California Electric Construction Co., installed electri-
cal equipment in the MGM Grand in 1973 "in accordance with
specifications and local ordinances," GK said.

No claims have been filed against GK so far and the company
says there is no basis for suits against the firm as a result of the
hotel fire.

But Penn Central decided to drop a proposed $660 million tender
offer, the first step toward a merger of GK Technologies with a
Penn Central subsidiary, because of"insufficient time to obtain
and evaluate data regarding the MGM Grand Hotel fire and possi-
ble financial exposure ofsubsidiaries of GK Technologies," accor-
ding to the firm.

In the nation's last rrRjor fire disaster involving the Beverly Hills
Supper Club in Southgate, Ky. (see story page 3), several firms that
installed equiment at tRe club were sued and later settled with
plaintiffs out of court.
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IMPROVED RISK MUTIIALS

Group bac ks minorities

Continued ftom page 1

- A move is underway to have
mador corporations carve out 5% of
their insurance business for
minority brokers.

= An informal lunch "Call Pro-
gram" has been started by Chicago
United Insurance executives who
are asking other insurance man-
agers for a commitment to help
minority brokers.

- A program has begun to en-
courage joint ventures between
non-minority brokers in Chicago
and minority firms.

The results have been encourag-
ing, but the organization has a long
way to go, Mr. Robinson says.

Chicago has 39 life and health in-
surance companies owned by
blacks, but none that handles
property/casualty risks.

"The industry has done a poor
job across the board,” Mr. Robin-
son said. "But we have the movers
and shakers in Chicago to get the
job done.”

The Chicago United model in-
surance company would be finan-
cially backed by the "entrepre-
neurs from the minority commu-
nity," said Steve Wilcox, a vp at
Marsh & McLennan and Chicago
United member.

"Our hope is to get it up and run-
ning in about a year," Mr. Wilcox
said. It's likely M&M will be
closely involved in the company,
he says, but its exact role has not
been defined.

The feasibility study will be
done by the National Insurance
Assn., a Chicago-based trade asso-
ciation of black-owned insurance
companies, says Charles A. Davis,
CUexecutivedirectorandcochair-
man.

The model company will need to
put up $1 million in capital and
$500,000 in surplus to satisfy state
licensing requirements, he said.
But he says raising those funds is
possible.

"We don't have firm commit-
ments yet, but the minority indus-
tries and organizations that can as-
semble the money are interested,”
Mr. Davis said.

Mr. Wilcox ofM&M said his bro-
kerage is offering advice to CU
members in the venture.

It still hasn't been determined
what kind of risks the minority
company would underwrite, but
it's likely property insurance and
reinsurance would be the least vol-

atile," Mr. Wilcox said.

Ideally, the minority company
would be a multiline insurer, Mr.
Wilcox said. CU already has sur-
veyed Chicago minority brokers
and found 13 qualified to handle
business under the model.

Up to this time, minorities in the
insurance business haven't had
the market or expertise to offer
property/casualty insurance. But
no one can be blamed for that, said
Weather Sykes, senior vp of Chi-
cago Metropolitan Mutual Assur-
ance Co. and a member of CU.

"Most mglor corporations have
done business with the major
houses for innumerable years,"
said Mr. Sykes, a black. "There
was no need to look around. It was
not a design to keep minorities
out.”

Minorities will have to break
into the property/casualty field
through major markets that can
lend a little of their influence to the
effort, says Mr. Robinson of CU.

Using non-minority brokers to
help the minority brokers has re-
quired a radical effort on the part
of many, says Mr. Wilcox of M&M.

"The Chicago United effort in-
volves an attitude of putting aside
the concern over competition," he
said. "We are asking companies to
carve out a portion of their insur-
ance program that probably would
have been placed with one of us.

"Giving a small percentage of

the business to a minority broker
could a be a mAjor :tep for them."

Milton Moses, blackpresident of
Community Insurance Center in
Chicago, said he would like to see
mo:e effort to help aLready exist-
ing minority insur€ rs.

"Chicago United is a good pro-
gram, but we haven't seen any suc-
cess stories yet,”" Mr. Moses said.

Many CU members are optimis-
tic about the plan to farcel out 5%
of the insurance tusiness to
minority brokers.

However, Alan Portell, risk and
accc unting research manager with
Montgomery Ward aid a member
of CU, said he thinks the 5% :sa
lofty goal.

Montogmery Ward now has
minority certified pubbe accoun-
tants audit its bene fi: plan.

The company's aceounsant, Ar-
thur Andersen & Co will review

the work when it i: done, Mr. Por-
telli said. The company also is in-
volved in CU's "Call Program.”

The"Call Program" is based on a
simple premise, said coordinator
Gus Czizik, manager of insurance
for North America at Standard Oil
in Chicago.

"Basically, two managers call on
another insurance manager as a
prospect over lunch," Mr. Czizik
said. "We tell him about CU and
ask for his help and involvement."

"Most people have time to go out
to lunch,” he said. "We ask the
third party to go out and do the
same with another manager.”

All admit it's difficult to go after
business with minorities-who in
some cases have less experience
and charge a little more than the
major houses-but that isn't stop-
ping CU and its black, white and
Hispanic members. .



Crusader seeks competition

Continued from page 2
we've had HMOs pop up like
daisies in this state," he remarked.

Vision and dental plans also
have bowed to his pressure.

Delta Dental Plans of Ohio, the
state's largest dental insurer,
agreed to reduce dentists' voting
power on its board of directors as a
result of an antitrust suit. Ohio Vi-
sion Services, its largest vision
care insurer, also has been sued to
force restructuring of its doctor-
dominated board (BIl, June 16).

His motives for attacking the
dental and vision fields were to
"head off problems at the pass" be-
cause both types of care probably
will become prominent in the next
10 years, he explained.

Mr. Brown's 16-lawyer antitrust
unit Nn6w is locking horns with the
Greater Cleveland Hospital Assn.
in a lawsuit accusing the hospitals
of restraining trade among health
insurance plans (Bl, Aug. 4).

In some cases, the mere weight
o f the attorney general's office has
been enough to eliminate antitrust
questions without going to court,
he adds. "l just say, 'Either you
guys can do it or I'll do it. I'd rather
have you do it." "

Mr. Brown's office has also been
active in the legislative arena. The
attorney general's office wrote
Ohio House Bill 448, a 1976 mea-
sure that requires Blue Cross to
show evidence of cost-contain-
ment efforts before it can obtain a
rate incnease.

Why does Ohio stand out in the
antitrust field when other states
pay much less attention to health
care competition?

"We just went looking for it,
that's all. If an attorney general
somewhere wanted to go looking
for antitrust in health care, he
could find it. We went looking," he
explained.

Staffing helps. The Ohio anti-
trust section, formed in 1972, is un-
usually large, larger than an entire
attorney general's staff in some

states.

"If you're going to do anything
about it you have to put together
the staff to do it,"” he said. "You've
got to put the horse before the cart,
find defendants and make cases.
AnNnd that can be a problem. But if
you're going to file antitrust cases,
by God, you'd better have a staff."

As soon as the industry shows
enough signs of self-regulation,
Mr. Brown said, he'll pull out of
that area and look for other anti-
trust problems.

"That's my goal, to see the attor-

ney general out of the healthcare .

business and to have a first-rate
system while holding down costs
at the same time," he stated.

Attorney generals' offices in
other states also are showing in-
creasing interest in health care
antitrust action.

In Michigan, Attorney General
Frank J. Kelley has taken several
steps to head off suspected anti-
trust violations among health care
providers, reports Edwin Bladen,
head of the economic crimes divi-
sion of the attorney general's of-
fice.

In one case, Blue Cross of Michi-
gan was sued for allegedly limiting
enrollment to current subscribers
in a supplemental Medicare plan
after being denied a rate increase.

The court has ruled Blue Cross

is subject to the state's antitrust
law and a trial is pending, Mr. Bla-
den says.

In addition, the economic crimes
unit watches HMO mergers and
acquisitions to ensure competition
is not being stifled, he adds.

Unlike Ohio, Michigan for sev-
eral years has had a state law that
mandates proper consumer repre-
sentation on Blue Cross & Blue
Shield boards of directors. So offi-
cials don't need to spend as much
time as their Ohio counterparts
lookingforcasesofproviderdomi-
nation, he notes.

In Pennsylvania, Eugene F.
Waye, deputy attorney general in

sawmills,

woodworking
operations

a problem?™?

on woodworking operations
including automated sawmills

We're insurance specialists in the
forest products industry, and
can provide you with property
coverages at possible savings
up to 50% over your present
costs. We can also provide you
with contractor's equipment
coverage and general liability
(including products) insurance.

charge of antitrust, says the de-
partment watches the health care
field closely and is investigating a
case of suspected provider domi-
nation. He could not reveal details
pending completion of the probe.

Pennsylvania has no state anti-
trust law, but violations are prose-
cuted in federal courts, he adds. Its
antitrust section, created in April
1979, employs only four lawyers
including Mr. Waye.

"There are many issues arising
in other states and we keep our
eyes open here," he noted:

The lllinois attorney general's
office has a 10-member antitrust
section also watching the health
care field. No major cases have
been made recently except for sus-
pected violations by private ambu-
lance servic6s, said Thomas
Genovese, chief of the antitrust
unit.

The section is constantly busy
with a variety of antitrust cases,
which makes it difficult to spend
too much time on one investiga-
tion, he explains.

"Antitrust cases are tar babies,"
Mr. Genovese said. "They take a
long time and one case can keep
two or three lawyers busy for a
number of years. Two years from
now, we could have half our staff
tied up on one case, and we
wouldn't have time to do anything
else.

"We're aware ofthe Ohio experi-
ence, however, and if the right case
comes along, lllinois would proba-
bly make a commitment, too." .

In today's society Kidnap, Ransom and Extortion insur-
ance has taken on new and greater importance. Act now,
your clients who require this protection will benefit from
broader coverage and more attractive rates.

TheVWelzel
Company, Inc.

3003 West Alabama
Mailing Address: P.O Box 66452
Houston, Texas 77006

Telephone: 713/523-3003
Telex: 76-2053

Only through agents/brokers/insurance companies

This poster and the "take-one" sheets attached
are part of our continuing effort to fight rising ,
medical costs and resulting increases in
health insurance premiums.

If you feel that participants in your own
Health Insurance Program should be

interested, we'll be happy to mail quantities
of both for bulletin board use-without

charge or obligation..

Just contact our Public Relations Department.

the union labor life insurance company
850 Third Avenue, New York, N.Y. 10022
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Open rating wins NAIC panel's favo r

Continued from page 1

< Arow a one-year transition to
eliminate use of bureau advisory
rate filings on lines cther than
workers compensation. The two-
year transition for workers com-
pensat.on remains.

At a competition subDommittee
hearing Dec. 2, the insurance in-
dustry agents and consumers at-
tached the proposal anc wanted it
returned to the drafting commit-

tee.

"Price should be established up

front" said Berry L. Griffin Jr.,
corporate director of risk manage-
mezt and employee benefits for
Baker International Corp. and for-
mer RIMS president, who sup-
ported the model bill at the hear-
ing.

"There's no reason an insurance
company should hang on to super-
fluo-is premium and return it at a
future date. I'd rather work the
money myself."

Corporate insurance buyers
would reap cash-flow savings on

YOUR

BMF

PROFESSIONAL

FINDING BETTER
SOLUTIONS TO RISK
EXPOSURES OF INDUSTRY
FOR MORETHAN
FIFTYYEARS.

Bayly, Maitin & Fay International, Inc.

Iniernational Insurance Brokers & Ris< Management Consultants

Corporate Headquarters * 3») Wilshire Boulevard « Los Angeles, California 90010 « (213) 736-9600
Copyright 1980 ©

their workers compensation pro-
grams by not having to deposit ex-
cessive retrospective premiums
with insurers, Mr. Griffin con-
tends. He was one of few speakers
at the hearing to call fer adopting
the model bill now.

"Any delay will be fruitless," he
said, speaking on behalf of RIMS.
"The insurance industry has had
their say and | doubt any more
meaningful information would
come from a delay."

"The bill is not perfect,"” said
Aetna Life & Casualty Co. presi-
dent William O. Bailey, who
chaired the industry advisory com-
mittee that developed the bill.

"It probably never can be per-
feet, but the NAIC is not the final
step. Individual state legislatures
have the final word, but we need to
start the process."

No rate advice

The model bill, which reflects
more than 15 months of work by
the advisory committee, prohibits
insurers from entering into agree-
ments to adhere to rating bureau
rates, rating rules, policy forms,
rate classifications, rate territories,
underwriting rules, surveys, in-
spections and similar materials.

Rating bureaus would be prohi-
bited from providing advisory in-
formation that could be used in
ratemaking, with the exception of
loss trending data. They could
publish advisory rates on workers
compensation only for two years
following enactment of the model
bill by a state legislature.

In addition, they could not dis-
tribute advisory territorial, policy
form and risk classification infor-
mation.

The model bill is based on con-
cepts used in lllinois, where there
are no rating laws except for
workers compensation and rating
bureaus file advisory information
only on the loss experience com-
ponent of ratemaking.

Insurers in lllinois say the sytem
strengthens competition, says
John Long, Indiana University
professorofinsurance. He recently
concluded a study of the lllinois
system under the sponsorship of
the State Farm Insurance Group.

Of44 insurance company execu-

INLAND MARINE RISKS?

We offer producers facilities for

1 insuring all classes, capacity to cover
all sizes, expertise to make sure their
clients are properly protected and enjoy

competitive rates.

NewYork Marine Managers, Inc.

Underwriters and Managers representing American
Companies for MARINE INSURANCE-ALL CLASSES
123 William Street, New York, N.Y 10038

Phone: 212-349-1600 Telex: 129200NYMM NYK

Producer inquiries invited. Contact Bill Tap

Alliance vp dies

NEW YORK-F.A. "Jerry" Holderman, 56, vp of the Alliance of
American Insurers, died Tuesday from an accidental fall while
attending the National Assn. oflnsurance Commissioners annual
meeting here.

Sources at the convention said Mr. Holderman was in a restau-
rant when he misjudged a step and fell down a flight of stairs,
fracturing his neck. The restaurant was not identified.

Earlier that day, Mr. Holderman testified on behalf of the Alli-
ance against a competitive rating model bill being considered by
the NAIC competition (B3) subcommittee.

tives asked how the system had af-
fected competition, 24 said there
was more competition, 12 said the
system had no impact, four said
there was less competition and
four were undecided.

By a 26-18 majority, the insur-
ance executives said the lllinois
approach should be tried in other
states, Professor Long noted.

While insurers responding to his
survey "relish price freedom, they
want bureau rates as a mechanism
to benchmark their rates," Profes-
sor Long noted.

"lllinois is an island surrounded
by other states that have bureau-
produced rates," said Arthur
Mertz, executive director of the
National Assn. of Independent In-
surers. lllinois insurers use bureau
rates produced in those states to
guide their own ratemaking, he
contends.

"l now know what the old Chi-
cago rum runners are doing,"”
quipped lllinois Insurance Direc-
tor Mr. O'Connor in response to
Mr. Mertz's comments. "They're
sneaking Wisconsin rating man-
uals into the state.”

Forcing small insurers to de-
velop their own rates without the
bene fits o f rating bureau guidance
would drive up their costs, Mr.
Mertz charges.

"If a company writes only 10 or
100 of one kind of risk and has to
start producing its own rates, it
would cost just as much as if the
company were writing 1,000 O f
those risks."”

Rating organizations lower entry
barriers (for new insurers) and of-
fer economies of scale to small
companies," said Charles Sheaher,
vp of the Insurance Services Or-
ganization, the industry's service
bureau on rates and forms. "To
compete intelligently, companies
need information on the cost of
their product.”

Joseph Tangney, vp with Lib-
erty Mutual Insurance Co., the
nation's largest workers compen-
sation underwriter, challenged
committee members to demon-
strate the need for changing cur-
rent laws, particularly for workers
compensation insurance.

Growing use of self-insurance,
captives and other alternatives to
traditional workers compensation
insurance reflect the high cost of
the product, rather than the rating
methods, he contends. "Sophisti-
cated buyers have no difficulty in
shopping around."”

Open competitive pricing of
workers compensation insurance
would destroy the uniform data
base that all insurers use to de-
velop loss trends, Mr. Tangney
adds.

"Even if reporting were main-
tained on a uniform basis, there
would be no incentive for insurers
to accurately report statistical
data," he said.

Delay sought

American Insurance Assn. presi-
dent T. Lawrence Jones called on
the committee to delay endorsing
the workers compensation provi-
sions of the model bill to allow his
group and the Alliance of Ameri-
can Insurers to complete studies
measuring the impact of pricing
freedom on the workers compen-
sation market.

Othercritics o f the billcharged it
did not go far enough in its protec-
tion of personal lines consumers.

Jonathan Sheldon of the Na-
tional Consumer Law Center
urged the NAIC to include a provi-
sion that would require insurers to
"take all corners" and end the prae-
tice of risk selection.

An aide to North Carolina Insur-
ance Commissioner John W. In-

gram offered a motion calling on
the committee to include prior ap-
proval and file-and-use rating plan
model bills in the package. He also
suggested model bills governing
reinsurance facilities, joint under-
writing associations and assigned
risk plan residual market facilities.
The motion was not seconded.
Mr. O'Connor calls the model
bill "an optimum competition rat-
ing system that would be an al-
ternative to other existing laws."
Compromising between com-
petition and prior approval in the
model bill would defeat its

purpose.he contends. |

Two syndicates apply
for lllinois Exchange

CHICAGO-Two recent syndi-
cate applications before the llli-
nois Insurance Exchange bring to
four the total o f interested parties,
but only one syndicate is fully ca-
pitalized.

The two new syndicate applica-
tions by the Sentry Group of
Stevens Point Wisconsin and Gen-
eral Casualty, a subsidiary of the
Reliance Insurance Co. of lllinois,
are tentatively approved, says in-
terim exchange director James
Skelton.

The RCA syndicate owned by
AVRECO and the Reinsurance Co.
of America also is approyed, but
doesn't have the total $2 million to
be fully capitalized, Mr. Skelton
said. The First Management syndi-
cate put together by the Bliss

Group of Bloomington, lll., is the
only syndicate to be fully capita-
lized.

Mr. Skelton attributes the grow-
ing interest in the lllinois Insur-
ance Exchange to a new marketing
strategy. "We're soliciting poten-
tial syndicates on an 'as if basis,"
he said.

Investors are asked, "if we have
nine syndicates, would you be
willing to be the 10th?" Mr.
Skelton told Business Insurance.

The lllinois Insurance Ex-
change, however, needs only two
fully capitalized syndicates to
open for business.

The exchange also has eight ad-
mitted brokers, the most recent

being James S. Kemper Agency
H =  m «——— __ ——
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Blinsurance Index  Brokers' performance

lags behind the market

By HARVEY H. BUNDY 111

Special to Business Insurance

I I NVESTORS in insurance broker stocks

j must have the Eatlence of Job to con- to

ze tinue to hold t
IX price performance of the past year

em, given the depressing

Bl ticker

ay a premium multiple for the insurance

ers Instead, it seems appropriate to try

to evaluate what could cause the insurance

For the first time in my recollection, the brokers' relative performance to begin to
mean price/earnings ratio of the insurance improve

brokers has fallen below that ofthe S&P 500

stock mdex As ofthe end of November, the evaluatin
40.52 or 10 3 tifnes an The fol

O stood at 1

This probably iS accomplished best by
what ha%pened last bme around

wing tab hows the performance

Insurance Industry stocks continued to sllde estlmated (by the firm of Duff & Phelps) of fo ur pubhcly held Insurance brokerage
last week, with the Business insurance Index $13 661980 earnings per share Based on our stocks from 1972 to 1980 compared with the
dropping to 160.2 from 161.1. The base of 100 current estimates for

was at year-end 1978. Thirty-six stocks de- the brokers, the mean , A
clined, 19 increased and 17 remained the multiple for the six IL -
same. Largest drops were Frank B. Hall & Co., major publicly held

7 .9%; American International Group, 6.6%; companies is 9 6 times

Aetna Life & Casualty, 6.6%; Crum & Forster, estimated 1980 earn-

5.9%,
gest gains were: American Financial Corp. of

and Hanover Insurance Co., 5.5%.

Big- ings per share

T he abysmal perfor- 1 -1-

Dow Jones industrial average During each
period indicated, the table shows whether
the broker was performing better than the
Dow, approximately equal to the Dow or
worse than the Dow

hile it is difficult to generalize from the
above statistics, all of the major bro-

Ohio, 9.8%; Zenith National Insurance Corp., mance in November kera showed a below-average relative per-
8.8%:; Bitco Corp., 6.8%; Reed Stenhouse Cos. accounted for this de-
Ltd., 6.5%; and Washington National Corp., velopment, but the -1

4.4%. The index droP was better than two of change in the past year /'1

the major market indica

Dow Jones industrial average, down .4%.

British Issues

1 Week

12/2 Price P/E Div Yield High--Low
Companies pence pence % pence pence
Commt Union 137 72 1457 106 141-137
Eagle Star 2a6 85 1428 58 249-246
Gmt Accident 322 83 1824 57 326-322
Gdn Royal Exch 322 85 2071 64 324-18
Phoenix 262 82 2000 76 *64-258
Royal 403 90 32.17 80 410--403
Sun Alliance 746 10 1 42 14 56 748-736

Brokers
CE Heath

Hogg Robinson 118 87 814 69 119-117
98 82 1000 102 98- 96

186 91 1387 75 187-185

Alex Howden
JH Minet 93 11 2 645 69 96- 93
Sedg Grp 123 113 714 58 127-123
Stenhouse Hidg 86 79 646 75 88-- 86
Stew Wrightion 206 86 1714 83 212-205
Willia Faber 273 121 1614 59 287-273
Source Philip Olser,/Alan Clifton, Insurance Indus-
try Specialists Kitcat & Altken Stockbro-

kers, London

Fe st s = _

ors but worse than the is even more signifi-

cant A year ago, the
index sold at only 71 Bundy
times 1979 earnings

index

Another way to look at this is to consider

posed entirely of S&P 500 stocks would
have appreciated to $13237 from $100

All this shows why this month's column is
not on the topic we had intended to cover

Why investors have generally been willing

Harvey H. Bundy Ill, a partner at Witham
Blair & Co in Chlcago, spectatizes in Anan.
cial and insurance stocks His monthly col-
umn on insurance brokerage stocks appears
on this page the second Monday of every

month.

Bl Industry Stock

formance compared with the market during
the soft rate environment of 1972 and early
1973 They showed some resillency in late
1973 and 1974 before premium rates had
turned We attribute this more to the ability

Stock Price Performance
VS.
Dow Jones Industrial Average

Better Equal Worse

AsA

Jan 72-Mar 73 x

Mar 73 Dec 74 x

Dec 74-Jan 77 x

Jan 77-Aug 78 x

Aug 78-Jul 80 x
Hall

Jan 72-May 74 x

May 74-Mar 75 x
Mar 75-Jun 76 x

Jun 76-Jul 78 X

Jul 78-Jul 80 x

James
Jan 72 Jan 74 X
Jan 74 Jan 76 x
.,an 76-Jun 78 X x

Jun 78 Jul 80

M&M
Jan 72 Feb 73 x
Feb 73-Dec 74 x
Dec 74 Jul 80 x

ofthe brokers to hold up better in a severely rate turn m the revenues of their property/
down market than to any reflection on the casualty lines Whereas Marsh & McLennan
Therefore, the average broker stock had a fundamentals of the stocks This IS further showed only a 4%brokerage revenue gain in
43% premium to the S&P Now the average evidenced by a generally below-average 1973, this expanded to 11% in 1974 and 19%
broker sells at 7% discount to the S&P 500 performance in 1975 as the stock marketim- and 21% in 1975 and 1976, respectively For

proved and the brokers continued to lag

Alexander & Alexander, the comparable

As all industry observers are well aware, numbers range from 7% in 1973, 16% in 1974
what would have happened if you had underwriting losses of the property/casual- and 1975 and 21% in 1976

bought $100 worth of broker stocks a year ty companies peaked in late 1975 with im-
ago, equally weighted between the stocks proving results in 1976 This reflected a ward in response to these firmer rates and
Currently, this portfolio would be worth firming of rates that finally took place in better revenue galns, with this Occurring in
$93 67, whereas the same portfoho com- mid-1975 The mlor brokers reflected this January 1976 James was followed by Hall

Broker Stock Performance

% Change % Change

Price vs vs

11/30/80 10/31/80 11/30/79
ASA 29'A ®) @)
Cor & 81 24% 1) 12)
Hall 22% (15) (16)
James =23 ) @)
MaEM 31 an ®)
RBH 21 Vv (13) a
S&P 400 16096 11 36

Th 2 == F— o X o b g — strtTaasaati=stic=— E—=N — N — an o

Report

Insurance Cos

Aetna Life 6 Cas Co
American Bankers Ins Co Fla
American Finl Corp Ohio
American Gen Ins Co
American Indty Pinl Corp

American Intl Group Inc
American Natl Ins Co
American Sts Life Ins Co
Aneco Reins Ltd

Appalachian Natl Corp

Avemci Corp
Banks lowa Inc

Bitco Corp

Carolina Cas Ins Co
Central Natl FInl Brp

Chubb Corp
Combined Intl Corp
Connecticut Gen Ins Corp

Continental Corp
Crawford & Co

Crown Life Ins Co
Crum & Forster
Ektplayers Cas Co
Equifax Inc
Farmers Group Inc

First Colony Life Ins Co
Foremost Corp Amer
General Reins Corp Del
Great West Life Assurn Co
Hanover Ins Co

DEC. 2, 1980

11/25/80 THRU 12/2/80

Pnce % Chg P/E $ Div % Yld High Low Vol (000)

NYSE 32 00 -6 6 48 212 66

34.13 32.00

8386

Seibels Bruce Group Inc

ol 6.37 -56 12 50.44 6 9 675 6.8 654 Statesman Group Inc

ore 5525 98 47 O50 20 e 50 23.00 oo Toklo Marine & Fire Ins Co
NYSE 35.25 -2 4 56 100 28 3613 35.25 192 1 Travelers Corp

ore 1475 -25 49 112 76 1555 14 75 oo Unitea Fire & cas Co

oTe 6675 -66 94 OS50 O7
OoOTC 12.75 -2 9 53 068 53

70.75 66.75
13.13 12.75

219 2
76 a

United States Pid & Gty Co
United Sves Life Ins Co

ore 1900 OO 79 O64a 34 19.00 19.00 o= Uslife Corp
o 537 24 OO 00O OO sas s13 507 Washington Natl Corp
ote 212 0O 61 0O5 =24 2.13 213 oz Zenith Natl Ins Corp
AMEX 900 -27 78 050 56 ©.00 600 . INSURANGE OCMPANIES

ore 2650 00O 42 132 50
OTC 39.50 68 63 168 43
OTC 10 25 00 37 032 31
ore 1125 00 44 050 44

ole 3563 14 45 240 67
NYSE 17 75 14 52 160 90
NYSE 44.25 03 60 152 34

26.50 26 SO
39.50 38.00

159

10 25 10.25 07 Agents/Brokers

11 25 11 25

35.88 35.00
17.88 17.50
a4.75 44.00

zo

899
1341
o3 4

NYSE 24.12 -25 52 220 ,91 2463 23 63 1682

OTC 19500 0 153 048 2 5

ol 95.50 3 269 224025
NYSE 24.00 -5 9 45 144 60
ofe 4050 -12 66 120 30
NYSE 22 50 -4 3 - 4 240 10 7
OTC 2800 -09 88 100 36

OTC 3300 -29 12 2 080 24
cne 2088 25 75 060 29
OTC 49.75 00 12 140 28

19.50 19.50

97.00 94.00
25.38 24.00
40.50 40.00
23.25 22.50
28.88 28.00

34.00 33.00
20.88 20.38
49.75 49.75

OTC 20000 00 99 800 40 20000 20000

ore aA4275 -55 39 072 17

45.00 42.75

Hartford Steam Boiler Insptn arc 3575 -0.7 7.4 240 67 3600 3575
N

Integon Ci
Jefferson Natl Life Ins Co
Remper Corp

Lincoln Natl Corp Ind

14gic Invt Corp

Mission Ins Group Inc
Nationwide Corp Ohio

Nn Oorp

Northwestern Natl Life Ins

Ohio Cas Corp
Old Rep Intl Corp

Pinehurst Corp

Preferred RIv Life Ins Co

Provident Life & Acc Ins Co

Republic Natl Life Ins Co
Ryan Ins Group Inc

St Paul Cos Inc

Safeco Corp

Sri Corp

YSE 36.50 00 13 0 0.52 1
OTC 4150 -46 153 064 15
OTC 30 13 -2 8 44 140 46
NYSE 37.50 -1 6 5.2 3 00 8 O

NYSE 28.75 13 81 112 39
NYSE 3550 14 73 080 23

36.50 35.75
43.00 41.50
30.63 30.13
37.63 37.00

28.88 27 38
36.25 35.50

asz

1s
2408

53
258 6

23

Alexander 6 Alexander Sves
Baldwin & Lyons Inc
Corroon & Black Corp

Crump E H Cos Inc
Hall Frank B & Co Inc

Integrated Res Inc
James Fred S & Co Inc
Marsh & Melennan Cos Inc
Penneorp Fincl Inc

Reed Stenhouse Cos Ltd

Rollins Burdick Hunter Go

29 8 AGENIS/BROKERS

125 2
oo
16 0

ss5
oas

az
843
872

1757
19 2

- - when

107

DEC. 2, 1980 11/25/80 THRU 12/2/80
Price % Chg P/E $ Div % YId High Low Vol (000)
otc mzzs 0O 39 100 as 2238 22.25
ore 600 20 as 015 =5 613 600

OTC 143.88 -3 8 159 1.03 0 7 149.75 143.25
NYSE 27.25 -1 7 42 2a8 67  57.50 37.13
e ZEBOO a8 77 09O 3= 28.50 28.00
NYSE 39 -3 -3 1 44 280 72 40.25 3913
o< 1eas 15 55 ose so
NYSE 19.12 -3 2 48 072 38
NYSE 28.63 a4 79 150 39
ot 1eso se o= oso =7

16.50 16.38
1o 88 19 13
39 00 36 63
18.50 17.25

AVERAGE 71 as

oTC 28.75 -1 7 94 164 57 29.25 28.50

O10 BOO0O0 0O 56 OS0 =7 30.00 30.00
NYSE 24.00 -2 0 97 172 72 24.38 24.00
ot asss =28 121 O56 =26 13 88 13 50

NYSE 21 75 -7 974 154 71 23.63 21.75

AMEX 21 87 -3 8 10 © 0.00 O O 22.88 21.25
NYSE 23.13 05 87 160 69 23.38 23.00
NYSE 30.25 -2 4 96 200 66 31.00 29.63

713 e 88
13 00~ 11 50

NYSE
OoOTC 12.25 65 103 O 56 46

OO 0O s o1 ==

oic Za=s —2s o7 1=a ss 21 75 21 25

AVERAGE as s0

Conglomerates/Holding Cos

so
1a
arzs
os

890
131
1zo0 9
1146
ez o

3381
aa
222
ise
613

758
aza
159 7
2143
159

American Express(Fireman's Fd) NYSE 36 SO 74 71 200 55 36 50 34 63 506 2

Anderson Clayton(Ranger/PanAm) NYSE 21 EI

-3 8 58 120 55 22 50 21 88

37 7

City Investing Co (Hame Ins ) NYSE 23 50 -2 6 53 150 64 24.38 23.50 321 7

Oa FiInl Corp (CNA)

Control Data (Comnl Credit) NYSE 69 87 -4 O 90 060 09

INA Corp (Ins Co of NA)
ITT (Hartford Gro/)

Sears Roebuck & Co (Alilstate) NYSE 15 25 -0 8 83 136 89

NYSE 17 ES -1 4 49 000 0o 17.88 17.38

73.50 68.00
NYSE 37 CO -2 6 53 220 59 38.00 37.00

NYSE 29.15 -4 0 57 260 87

NYSE 72 CO 25 28 300 a2

3100 zo.75
73 75 72.00

204
s18 9

210 1
609 2
137 4

1550 15 13 1,826 2

S & H Co (Bayly Martin & Fay) NYSE 25 CO 8 1 124 1 00 4 O 27 0O0* 24 50 110 7

NYSE 212.50 -7 O 95 000 00 224.75 210.75

2704

Transamerica Corp (Occidental) NYSE 18 13 -1 4 50 128 71 18 13 17 88 589 8

ol 1975 00 50 O66 33 19.75 19.75 e Reliance Group Inc
OoOTC 60.88 41 126 200 33 61 00* 60.75 s9 5
ole 25.25 -1 5 54 125 5.0 25.75 25.25 25 0
cre 31 75-345.217655 32.25 31 75 107 © Teledyne Inc (Argonaut)
OTC 1413 -42 35 092 65 15.00 1413 202 0
ore 6.0000 11.1 0.OO OO 613 6.00 38 7

OK 18.50 0.0 67 064 35 1850 1850

oTe 4250 24 55 188 44

oK 241221 134 0.702 9
OTe 2950 00 88 012 O4

43.00 42.50

2a.13 23.75
29.50 29.50

36
202

123 5
3a
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James was the first broker to move up-

in June 1976 but not by Alexander & Alex-
ander until January 1977 In the case of
Marsh & Melannan, it iS hard to Identify
any improvement in relative performance
as a result of firming rates and improved
revenue gains

It is difficult to be encouraged about the
near-term stock performance based on the
historic observations Even when rates had
firmed by mid-1975 and were reflected in
revenues, the stock price performances did
not improve until 1976 or early 1977 While
past history is not a sure indicator of the
> irncdic=asa te
the brokers did not begin to outperform the
market until the superior revenue gains
caused by a firming of rates were evident to
most investors

Since earnings gains should be dramatic

rates do begin to firm, we are recom-

mending clients begin to establish positions
in the stocks at current prices However, we
would not bring a position up to full size
until a moderation of rate competition is

evident in the brokers' revenues

William Blar & Company maintains a market m the com-
mon shates of Rollins Burdick Hunter and Alexander &

Alexander Services Edgar D Jannotta, a Partner in Wil-

liam Blair & Company, is on the Board of Directors of
Rollins Burdick Hunter

Fmancial briefs

Integon

Ashland 011 has agreed to purchase Inte-
gon Corp for cash and stock totaling more
than $252 million Ashland agreed to pay
$40 in cash for up to 45% of Integon's out-
standing stock Ashland also would ex-
change convertible preferred stock valued
at $40 for the balance

Equitable

Equitable Life Of New York is selling its
Houston General Insurance Group to Tokio
Marine & Fire Insurance Co ofJapan Equi
table Life said Houston General handles all

its commmercial property/casualty business

St. Paul

St Paul Cos. Inc. has approved a regular
quarterly dividend of 568 cents per share,

orr 3563 11 48 232 65 35.75 35.50 125 4

oic 3325 00 51 200 60 33.75 33 25 oo 8 . . payable Jan 16 to shareholders of record

orc 2750 00 51 120 44 27.50 27.50 105 System design Altman Information Systems . X
Dec 30 The dividend represents a 16% in-



The inside view of employee communication

An effective employee communication
program must consider both what the
employees want to know and what they ought
to know The way Alexander & Alexander's
subsidiary, Benefacts Inc., looks at a hotel
chain will help explain how we willlook at
your business. In this case, we look through
the eyes of the people who meet the guests
as well as the people who meet the payroll.
Analyzing hostelry programs from the time
people are hired to the time they retire.

Only by working from a client's point
of view can we be sure a company gets the
most comprehensive, cost-efficient program
possible.

Effective
communication programs

This insider's vantage point enables our
BENEFACTS® specialists to act as communi-
cation consultants to any organization with
a story to tell its employees. Whether this

means producing Personal Annual Reports
for the employees, simplifying instructional
or contractual language through our
ClearWrite@ service, providing Retirement
Communication Services, or creating audio-
visual aids and training materials. Benefacts
knows how to drive your message home.

Each industry has different needs. For
human resource management, for insurance,
for risk management, for financial services.
And each of our 120 offices here and over-
seas has the facilities, expertise, and strength
to fulfill the requirements of any company,
large or small, in any industry.

We think a big reason A&A has become
one of the largest and most trusted insurance
brokers worldwide is that we work the same
way with every client. From the client's
point of view.

tt .,

Front desk activity at the Marriott Essex House in NewYork City

Alexander
SNexander

From the clientt point of view.



